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EXECUTIVE SUMMARY

A, TINTRODUCTION

The extent te which veterans have been able to return to
civilian life and integrate into the mainstream of society has
become an important poliecy issue. Much has been said about the
problems faced by Vietnam veterans in adjusting to civilian life
after fighting an unpopular war. Difficulties in finding and
holding onto well-paying Jjobs have certainly caused the standard
of living for many veterans to fall far behind that of
non-veterans, On the other hand, military service has allowed
veterans to acquire job skills, job training and job experience
not readily available to non-veterans. There has also been a GI
Bill that has given veterans the opportunity to acquire a college
education at a 16w cost., The guestion arises about‘whether these
benefits have allowed veterans to overcome adjustment problems
and to attain parity with non-veterans.

This study examines the adjustment of veterans te civilian
life in one important dimension - their annual earned income. It
compares the veterans of Vietnam to non-veterans with the same
age, education, job experience and other characteristics which
affect income. It also compares Vietnam veterans to veterans of
earlier wars. The study examines important subgroups of veterans,

including women, minorities, and the disabled, to determine how



they have fared relative to subgrohp members who are.not
vaterans.

The major focus of the study is on the extent to which
veterans have become owhers of small businesses and how their
financial success as business owners compares with non-veteran
business owners. Financial sucgess of veterans and non-veterans
is compared in terms of self-employment income and wage income.
The objective is to determine the degree to which self-amployment
has provided veterans with a vehicle for attaining economic
parity. The study also analyzes the types of occupations and
businesses which veterans have chosen.

Veterans of four different war periods are compared to a
sample of non-veterans who have the same proportion of
individuals at each age as the veterans. The periods are: the
Vietnam era, the period between Korea and Vietnam (hereafter
"Between"), the Korean war period and the WWIi era, The data for
the study were drawn from the Public Use Microdata Samples (PUMS)
constructed from the 1980 U.S. Population Census, The data on

income cover the year 1979,

B. MAJOR FINDINGS

1. Self-employment has not been a particularly important
vehicle for veterans of Vietnam or veterans of other wars. The
overall rate of self-employment in the general population is low

and it is even lower for veterans. For the Vietnam period, the



percentage of people who were self-employed was 8.9 for white
male veterans and 13.9 for non-~veterans. After controlling for
factors such as years of work experience, education, and marital
status, the probability of self-employment was estimated to be
about 5 percent lower for white male veterans than for white male
non-veterans. Similar results were obtained for veterans of other
ware.,

2. The only group of veterans that was more likely to be
self-employed was white males with graduate school education,
However, this group accounts for only about ten percent of the
working veteran population., Nonwhite male veterans and disabled
veterans were less likely to become self-employed than their
non-veteran counterparts, For females, there was generally no
statistically significant difference in the likelihood of
gelf-employment between veterans and non=-veterans.,

3. Vietnam veterans have had gréater financial success as
wage earners than as business owners. Self-employed veterans of
Vietnam earned incomes that were on average (statisfically) equal
to the incomes of non-veterans of the same age. Self-employed
veterans of other wars earned more on average than non~veterans
of the same age. However, compared to non-veterans with
comparable income determining personal characteristics in
addition to age (including job experience, education, marital
status and geographic location) self-employed veterans of each

war had incomes that were (statistically) no different. On the

other hand, wage earning veterans of each war had significantly

higher incomes than comparable non-veterans.



4. Differences in wage incomes between veterans and
non-veterans followed a complex pattern. Among white male Vietnam
veterans, the average annual wage income was 3.6 percent less |
than it was among non-veterans of the same age. However,
comparing individuals who had the same income determining
personal chﬁracteristics (in addition to age), showed that
Vietnam veterans earned 6.5 percent more than non-veterans. White
male veterans of Korea and WWII earned incomes that were
respectively 8.0% higher and 12.8% higher than non-veterans with
comparable personal characteristics.

5. The most important income determining personal
characteristic which is different for Vietnam veterans is their
lower amount of (civilian) Jjob experience. A Vietman veteran
earns less than a non-veteran of the same age, but more than a
non-veteran with the same amount of givilian job experience. The
study estimated that for the Vietnam era cohort, each year of job
experience increased annual wage income by about 5.7 percent. Job
experience lost by two years time in the military is expected to
lower income by 2 x 5.7 = 11.4 percent. Thus, all of the 3.6
percent income difference between Vietnam veterans and
non-veterans of the same age can be attributable to lost job
experience, Because large gains in income due to job experience
accrue only in the early stages of the working life, the effect
pf lost job experience on the Vietnam veteran's annual income is
only temporary. As the effect of lost job experience diminishes,
veterans are expected to earn more than non-veterans of the same

age.
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6. A second important income affecting personal
characteristic which differs between veterans and non-veterans is
the amount of time spent at work. Veterans tend to work more
hours per week and more weeks per vear than non-veterans. This
reflects the fact that veterans are more frequently holders of
full time jobs and are less frequently unemployed., In terms of
hourly earnings a white male Vietnam veteran earns 3.7 percent
more than a comparable non-veteran while in terms of annual
income he earns 6.5 percent more than a comparable non-veteran.

7. There are several possible explanations for the superior
performance of veterans. One is that non-veterans are on average
less productive workers. This could be the result of a process
wheraeby very unproductive people, such as those with low mental
or physical capacities, are rejected from the military and become
part of the non-veteran population., This lowers the average
productivity of the non-veteran population (or raises the average
productivity of the veteran population), The larger the number of
people who are rejected by the military, the larger will be the
difference between the veteran and non-veteran populations., This
explains the higher veterans' premium observed for WWIT era
veterans, where the majority of the male population was screened
by the military, and the small premium in the Between period
where a small portion was screened. BAnother explanation is that
the benefits of military service, such as job training and job
experience, have allowed veterans to acquire job skills that were
not easily acquired by non-veterans, This would allow veterans to

acquire higher paying and more stable jobs.



8. Certain subgroups of the wage earning Vietnam veteran
population have done extremely well compared to their non-veteran
cohorts. These subgroups include disabled males, nonwhite males,
females, and white males who did not complete high sc¢hool. The
ve£erans' premium (i.e. difference in income between veterans and
non-veterans who have thé same personal characteristics) for
these groups ranged between 18 percent and 34 percent for the
disabled, between 16 percent and 36 percent for nonwhites and
between 6 percent and 35 percent for females. In each case the
higher premium is the premium computed in terms of annual
garnings and the lower premium is the premium computed in terms
of hourly earnings, For high school dropouts, the premium in
hourly earnings was 14.2 percent. Execept for high school
dropouts, higher premiums (compared to white males) were also
earned by each subgroup in the other war periods as well,
although the difference was not as great as it was for the
Vietnam period.

9. In contrast to wage in¢ome, none of these veteran
subgroups earned any premiums in self-employment. Both veterans
and non-veterans in the subgroups tended to be less frequently
self—employéd compared to white male veterans. Like white male
veterans, they tended to have a lower likelihood of self-
employment than their non-veteran cochorts.

10, The evidence of a veteran's premium that is greater for
minorities and women suggests that military service is a vehicle
by which members of these groups can attain parity with the

majority population., While small business ownership does not



ii §-17
. \ |
appear particularly attractive FD veterans, as compared to
: I
non-veterans, there is convinci%g evidence that it may be an

|
important vehicle for minorities in general. 1Im comparing

white-nonwhite income differentials, this study found them to be

much smaller or completely absept in self-employment, whereas in
wage income they ranged betweenfls percent and 20 percent,
Furthermore, the race differentﬂals in wage income were larger
for non=veterans in all war perﬂods. This helps explain the
failure of self-employment to ofifer the same relative advantage
to nonwhite veterans that was aﬂfurded by wage employment. For
nonwhites, self-employment alreJﬁy offers a relative advantage
over wage income for bhoth veterﬂbs and non-veterans. Despite this
apparent advantage, self—emplcym%nt rates for nonwhites are well
below those of whites. This sughests that the Small Business
Administration should continue tb promote business ownership
among nonwhites, !

11. The analysis of occupa%ions showed that veterans tended
to be more than proportionately %epreseuted in occupations in
which civilian jobs resembled miiitary jobs. Examples include
occupations connected with air t%affic such as airplane pilots,
air traffic controllers, and air&lane mechanics and occupations
associated with protection servi%e such as police and security
guards. Furthermore, veterans' &hoices of occupations tended to
be highly correlated between warkperiods. This suggests that
otcupations chosen by vetearans a%e not random, but reléted in
! I.

some way to military service. Tﬁis is consistent with the view

that the veterans' premium is reﬁated to job training provided by



5-8

the military. This study finds that veterans tend to be under-
represented in occupations that have high self-employment rates,
This suggests that occupations for which job training is provided
in the military happen to be areas where opportunities for
self-employment are low.

12. Tn examining the business choices of veterans, the study
found additional evidence of a link between military experience
and the likelihood of self-employment. Business choices tended to
be related to occupation cheices. Businesses owned by veterans
tended to be propertionally more in industries which employ
occupations that are over represented by veterans. The evidence
suggests that people first choose an occupation and then become
owners of a business which employs people in that occupation.
Thus, military job training ultimately influences the veterans'
business choice. The highest proportion of veteran-ownhed
(relative to non-veteran-owned) businesses were in industries
which included aircraft parts manufacturing, air transportation,
and detective and protective services. Businesses owned by
veterans were most under represented in agriculture, food
processing and religion.

13. There was also evidence that businesses owned by
veterans tended to be in industries with the smallest firm sizes.
Since military service teaches occupational skills (e.g. anto
repair, aircraft piloting) rather than business skills (e.g.
finance, marketing), a veteran would be more likely to choose a
business where occupation skills are more important than business

skills. Businesses which employ a very small number of people fit
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this dascription because the owner will spend little of his time

managing the other employees because they are so small in number.



SECTION T

THEORY AND EXPERIMENTAL DESIGN

In this section we discuss the reasons why veterans income
levels and self-employment freguencies are likely to differ from
those of comparable non-veterans. We then explain the statistical
methods and the sample selection procedures used to examine
whather income levels and self-employent rates are different.
Additional information on these two aspects is contained in

appendix A.

A. Reasons for Differentials in Income and Self-Employment Rates

1. Income Differentials

There is a long research tradition that attempts to identify
those factors responsible for the occupational choice and
financial success of individuals, Sociologists and economists
have offered a number of explanations about why some individuals
earn more than others.l(all footnotes are at the end of Section
VIII) Economists, working primarily in a human-capital
framework, have studied how people invest in themselves with the
object of earning higher wages. The increase in wages constitutes
a return on the human capital investment. An example is tuition
and foregone earnings to cobtain a ceollege education in

expectation of getting a higher=paying job after graduation.



Military experience, from this point of view, should be related
to earning ability, insofar as it either affects one's productive
capacity or in some other way proves useful in the labor market.
However, it is not clear that military service should be
considered as the result of an optimal investment strategy since
for many veterans, conscription has been their route into the
armed services. Despite this, military service may yield
significant pecuniary benefits in future labor market
participation. The exact mechanism of the veteran earnings
premium is unclear. We offer several theories based on the human

capital literature plus our own theorizing.

a) Job Training

This hypothesis is in the spirit of traditional human
capital research. It views military service as a type of job
training or experience, which increases the stock of human
capital. In other words, military service teaches skills which
make the individual more productive in civilijian jobﬁ and increase
lifetime earnings. These are skills that are not easily acguired
by non-veterans. The nature of these skills could be guite
direct, as for example, in the case of military aircraft
mechanics who become civilian mechanics. Alternatively, being in
military service may lead to a greater ability to carry out
orders, making a veteran more productive than a non-veteran with

the same education and civilian job experience.



b) Innate Ability

It is likely that the average level of innate ability is
higher for the veteran population than for the non-veteran
population. This happens because the selection of individuals for
miiitary service 15 not a random process. In order to be inducted
into the military, an individual must meet certain minimum
standards of mental and physical ability. Since those who fall
below these standards are only in the non-veteran population, the
average level of innate ability of the non-veteran population
will be lower than that of the veteran population. The difference
in average abilities between the two populations will be a
function of the proportion of the non-veteran population
accounted for by individuals who were rejected from military
service., The larger the proportion of rejectees in the
non-veteran population, the greater the differences in the
average ability between the two populations.

'In this study we compare veterans from each war peried to a
separate sample of non-veterans, Each non~veteran sample has the
same proportion of people at each age as the corresponding
veterans sample. While we don't know the exact proportion of
rejectees in each non-veteran sample, we do know that it will be
related to the total number of people who either volunteer or
were drafted. When most of the male population served in the
military, as in WWII, we expect the difference in avaerage level
of innate ability of male vgterans and non-veterans to be
greatest, because most of the non-veteran males will be

rejectees, For the between war period, when a small proportion of



the male population: served in the military, we expect the
difference between it's average innate abilities of veterans and

non-veterans to be smallest.

¢) Veteran Status as a Credential

Prospective employers expend much time and money trying to
determine which individuvals are best suited for employment.
However, it is often difficult to evaluate an individual's"’
competence until after he has been on the job for some time, In
order to make a hiring decision, employers look for indirect
clues or indicators. One important indicator is education.
Bnother may be veteran status. Using these observable indicators
helps an employer in evaluating certain unobservable productive
traits, The emplover knows that to qualify for military se;vice
requires certain minimum mental and physical competencies, and to
receive an honorable discharge requires minimum standards of
performance and behavior. Having been a veteran implies that one
has met these standards and differs in non-random ways from the
general working population. Military services may also indicate
to prospective employers an individual's "toughness under
pressure.” This would be especially true for enlistees,

Knowing that veteran status identifies a worker as having
superior innate abilities, employers would be willing to pay the
veteran more than a non-veteran with equivalent measurable
abilities, Thus, veteran status acts as a screen, or filter,
sorting out "good" and "bad" worker5.2 It is a credential that

allows its holder to obtain higher paying jobs. We will use the
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term "screening effect"™ or "credential effect" to describe this
result.

If employers pay higher salaries to veterans because they
believe these individuals are more productive, then employers
would have to find that veterans are indeed more productive for
this practice to continue. If veterans are more productive, then
they will continue to earn more than non-veterans even after they
have been on the job and employers can objectively evaluate their
productivity. Therefore, it is expected that veterans will earn
more than- non-veterans not only at the time they are first hired
but throughout their working years.

We further expect that the premium paid to veterans of any
age cohort will be higher when the percentage of the population
with veteran status is larger. When only a small fraction of a
cohort has veteran status, a prospective employer cannot be sure
that the job applicant was actually rejected by the military.
However, when a very large fraction of the cohart has veteran
status, the non-veteran status serves as a clear indicator that
the individual was not fit for military service. Therefore, if
the veterans' premium is the result of screening, we expect that
WWII veterans would have the larger premium and between war

3

veterans would have the smallest premium.

d) Civilian On-the-Job Training

The innate ability theory and the screening (or credential)
theory are closely related. The former must be true in order for

the latter to be true, but the latter may be true even if the
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former is untruwe. That is, in order for veteran status to lead to
higher paying jobs, the average ability of veterans must be
greater. However, even if the average level of innate ability of
veterans is higher employers may not use this information in
their hiring decision. The screening theory implies that
employers do use this information and that veterans are paid more
tﬁan non-veterans of eguivalent innate ability, The implication
is that the non-veteran with the equivalent innate ability has no
way of convincing the employer about his true ability. This

happens when'the employer cannot, at low cost, determine an

individuals innate ability on the basis of alternative sources of
information such as intelligence tests, diplomas or Jjob
interviews. In order for screening to occur, veterans must be
hired for jobs where the workers performance on the job cannot be
easily observed and where the alternative sources of information
on ability are not accurate.

Since both the screening and innate ability hypotheses imply
the same pattern of veterans premium in the different war
periods, it is difficult to distinguish between them. Therefore,
this study will not attempt to test whether both theories are
correct. Such a test is a suggested topic for further research.

If veterans do have a higher average level of innate
ability, then after they become civilians, they will tend to
accumulate further skills and experience on the job at a faster
rate than non-veterans. People with above average innate ability
will find that they have an advantage in taking jobs with the

most opportunities for advancement. Since not all people who take
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these types of jobs will in fact advance, those with less innate
ability will frequently avoid such jobs., Jobs with the greatest
opportunities for advancement often pay lower salaries initially,
but much higher salaries later on. If these jobs are more
frequently held by veterans, then the incomes of veterans will be
lower compared to non-veterans in the early stages of the working
life but higher in the later stages.

One should note that the three explanations - innate
ability, credential effects and civilian on the job training are
related, All three are based on the premise that the average

innate ability of veterans is higher.

€) Veteran Status and Minority Income

Military experience may be more significant in raising the
income of women and minorities than it is for white males. Tt
could be that veteran status is more indicative of superior
ability among the population that has had little formal
education., When hiring college graduates, employers can rely on
the prestige of the college or the grade received as an indicator
of the individual's ability. Employers hiring people with no
college would leook for some other indicator of an individual's
ability--such as military experience. Since women and minorities
tend to have less education or education that is more variable in
guality, veteran status may'be a better indication of superior
ability for them than for white males.

We turn next to a discussion of self-employment and veteran

status,
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2. Self-Employment and Veteran Status

The effect of veteran status on self-employment is less
predictable than its effect on income. The determinants of small
business ownership have received little attention by economists.
One effect may result from the screening process of military
training. If veteran status acts as a signal to prospective
employers, then veterans will have more employment opportunities
than non-veterans. Veterans will thus be less likely to choose
self-employment, In other words, by creating opportunities to
work as an employee, veterans status may inhibit self-employment.
only those veterans with a very strong preference for the
nonpecuniary rewards of self-employment would forge the premiums
of wage employment. Furthermore, while veterans gain Jjob training
and work experience in the military, they don't gain business
skills or experience operating a business. Job experience inside
the military may be less useful than civilian job experience in
preparing individuals for self-employment. It is possible that
the occupations for which veterans receive Jjob training while in
the military have few opportunities for self-employment.

Conijectures can also be made concerning veterans;
proclivities toward self-employment. Perhaps the experience of
taking orders from a superior causes veterans to seek to be their
own boss, and, therefore, seek self-employment, Perhaps it's just
the reverse -- order-taking becomes a way of life. Tt is

difficult to identify directly the skills derived from military
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experience that would be applicable to small business ownership.
Perhaps a capacity to take risks is inculcated in the veteran,
leading to greater risk taking in the labor market. This
conjeqture could be countered with an equivalent self-selection
hypothesis: individuals who become veterans (especially
enlistees) are greater risk-takers and, hence, veteran status is
merely a selectivity criterion indicating a greater innate
capacity for risk.

Another factor which may iﬂfluence the choice of veteran
occupation is the GT bill. The GI bill lowers the cost of a
college education and makes it more likely that veterans will go
to college, It is possible that because college education is
often a prereguisite to finding a job, fewer workers without
college training find jobs and more seek self-employment as an
alternative., This would tend to reduce the proportion of

self-employment among veterans.

3. Belf-employment and Minority Status

Self-employment may also be a way by which members of
minorities can improve their relative economic position. As an
employee, they would be subject to whatever discriminatory forces
were imposed by firms. Being self-employed, they would face only

the effects of consumer discrimination, It is possible that the
latter is less significant because employment is an ongoing
day-to-day association while the consumer-seller relationship is

generally brief. If so, individiual prejudice is less likely to
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be as determining a factor in the consumer's choice as it is for

the employer.

B. EMPIRICAL DESIGN

This study is designed to measure differences in the income,
and self-employment frequenéies between veterans and non=veterans
that can be attributable to military experience. It is not
designed to distinguish among the alternative theories mentioned
above, that explain how military service lends to differences
between veterans and non-veterans. However, in discussing the
results of the statistical analysis, we will point out which
theories are consistent with the statistical result and which

theories are inconsistent,

1. Statistiecal Technigue

Two basic technigues are used. The first is a univariate
technigue in which average incomes and self-employent rates are
compared for groups of veterans and non=-veterans. The second is
multivariate regression analysis, in which the effect of veteran
status on ingome or the likelihood of self-employment is
determined while controlling for a large number of other factors.
For the analysis of the likelihood of self-employment we usie what
are called dummy dependent variable regressions, These are

reqgression equations where the dependent variable can take on



only two values; yes-no, (i.e., 1-0). This is used to study the
determinants of self-employment, which is clearly an either/or
proposition.

The univariate analysis has the following structure. Three
variables are the focus (1) percentage of labor force
participants who are self-employed (2) annual wage income of
labor force participants who are not self-employed and (3) annual
self-employment income of participants who are self-employed.
Values for the three variables are computed for each war period
for white-male, non white males, all females and disabled males.
For each of these groups the three variables are analyzed by
education level and by age (or experience).

We have selected education and age because they are the most
important determinants of earnings. War periods, sex and race
categories are used because comparisons between these‘
categories are likely to yield information that will be
particularly useful in formulating SBA's policies. There are also
other variables such as marital status, geographic location and
ethnic background that may also be important in determining
income. These are used in the multivariate analysis. We present
both the univariate analysis of group means and the multivariate
regression analysis because many readers are not familiar with
regression and also because the group means may give some
insights that are not available from regression. However, in
isolating the effect of veteran status from other variables that
might affect income and self-employment, the multivariate

technique is clearly superior,
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2. Regression Analysis of Earnings

The regression analysis of earnings uses the natural log of
earnings as the dependent variable, with a number of explanatory

4

variables, one of which is veteran status. The explanatory

variables are as follows:

P:oductivity Variahles

a) Scheoling

Clearly, schooling is of paramount importance in the
determination of earnings. It is entered as years of schooling so
that the coefficient on the schooling variables will represent

the rate of return to schooling.

b) Years of Experience

Experience, which reflects on-the-job training} is ¢learly a
major determinant of earnings as well and is entered in years.
Thus its coefficient is also a rate of return. Since the census
does not report the amount of work experience, it had to be
estimated from other data that was reported. A person's
experience is computed by subtracting the number of years of
schooling plus five from age {(i.e., experience = Age - education
~5). For veterans, experience is reduced by two years to reflect
time in the military. Thus years of experience includes only

civilian job experience.



¢) Experience Sguared

Since it is known that age-earnings profiles rise at a
decreasing rate as experience increases, the square of experience
is entered. This allows the effect on income of each vear of
experience to be smaller than the previous year's effect and
eventually to be negative. The negative effect would reflect the
decline in productivity that comes with advanced age, due either

to deterioration of skills, or to lower desired work intensity.

d) OQut of the Labor Force

Since we want to measure the premium to veteran status, we
should not drop those workers who are reported in the census as
out of the labor force. Veterans may be more (or less) likely to
find and hold a job or they may get higher payving jobs, compared
to non-veterans with the same experience, education ete. 1In
either case, it would lead to higher income for veterans. We wish
to be able to determine how much of any income différence is
attributable to higher paying jobs and how much is attributable

to a greater freguency of helding a job.

e) Marital Status

It is well known that marital status affect earnings. The
economics of the family literature analyzes the interaction of
market and non-market behavior, concluding that there are
important theoretical relationships between marital status and

' 5
earnings.
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f) Weeks Worked Per Year

Veterans may work greater (or fewer) weeks per year than
their non-veteran cohorts either because as employegs thay are
less (or more) likely to be layed—off or as self-employed or
employees they work overtime. Both of these factors will lead to
higher (or lower) income for veterans and we wish to determine
how much of the higher income is attributable to each factor,

separately.

g) Hours Worked Per Week

The same discussion applies here as in (f). However, here
the emphasis is more on sorting out part-time workers, who work,

gay 20 hours per week, but a full number of weeks per week.

h) Interaction of Weeks Worked and Hours Per Week Worked

It may be that the combined effect on income of weeks worked
per year and hours worked per week is greater or smaller than the
sum of the separate effects. We use the interaction of these two

variables to capture this phenomenon.

Non-productivity Variables

a} Regional Variables

Since earnings is measured in nominal dollars, and the
nominal costs of living differ substantially by area of the
country (New York vs, Alabama, for example) a system of dummy
variables is used to take account of this. These variables all

take on two alternative values, 0 and 1.



b) Family Backgound

These variables could be considered as affecting
productivity to some extent, through their impact on language and
gkills. The variables are composed of ancestry and for
immigrants, length of time since immigration. They take on a
range of values to account for the number of years since

immigration.

c) Type of Firm

Whether or not one works for a private firm is expected to
affect earningsﬁ. Hence a variable to distinguish workers in the

private sector from government workers was used.

d) Race and Sex

To the extent that race and sex are variables influencing
income, apart from the productivity variables already captured,
they should be included. 1In regressions that are not estimated
separately for race and sex groups, these differences are

distinguished by dummy, or (0,1) variables.

e) Sample Size

Table I-1 shows the number of veterans on the PUMS 7 percent
sample, between the ages 18 and 65 that were used in this study.
The univariate analysis of earnings and and self~employment
included only individuals who were part of the labor force. Thus
we excluded people such as housewives, permanently diszabled and

people who do not wish to work or were not able to find work and
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stopped looking. The inclusion rates are shown for each of the
subgroups that were studied. The inclusion rates were the highest
for white males and for the most recent war period. For white
males veterans of Vietnam the inclusion rate was 96.4 percent. In
the multivariate analysis, all individuals were included in the
sample but the effect of their labor force status was controlled
by including it as an explanatory variable. However, the analysis
was repeated with no control for labor force status and no

important changes in the impact of veteran status were observed.

C. OUTLINE OF STUDY

Section IT of this study focuses on white males. It analyzes
the probability of self-employment of veterans and non-veterans
and their financial success as wage eaéners and as self-employed
individuals., One paft of Section II analyzes self-employment and
financial success using univariate analysis. A secand part of
Section II covers the results of the regression of self-
employment and financial success. In each part ve determine
whether veterans are more or less likely to be self-employed and
whether they are more or less financially successful as wage
earners and in self-employment compared to non-veterans., Sections
III, IV, and V repeat the analysis for nonwhite males, and women,
and the disabled respectively.

Section VI brings together the material from Sections II

through V in order to facilitate comparisons between white males,
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nonwhite males, women, and the disabled, Section VII contains an
analysis of occupational choice. It compares choices of
occupation and the freguency of self-employment. Section VIII is
an analysis of the industries in which businesses owned by

veterans and non=veterans are located,



SECTION II

ANALYSIS OF WHITE MALES

White males account for 76 percent of all veterans and 77
percent of Vietnam veterans. Their performance is critical in
assessing the overall progress of the Vietnam veteran. This group

will also be a standard to which other groups of veterans are

compared,

A. UNIVARIATE ANALYSIS: SELF-EMPLOYMENT RATES BY WAR PERIOD

The univariate analysis is based on a comparison of the
veterans of each war period with a sample of non-veterans
selected to have the same proportion at each age level as the
veteran sample. Since the age distribution of veterans in each
war period is different, a separate sample of non-veterans is
used in each war period.

Table II-1 shows the percentage rates of self-employment hy
war for white male veterans and non-veterans, 1In all cases,
non-veterans exhibit significantly higher self-employment rates.
For the Vietnam period, 13.89 percent of non-veterans were
self-employed while only 8.89 percent of veterans were

self-employed. Two points to note about the earlier war periods

are (1) the difference between veterans and non-veterans is

IT-1
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smaller and (2) the absolute level of self-employment for
everyone is higher. Both points are related to the fact that
veterans and non-veterans of the earlier wars are older.
Individuals generally become self«employed only after they have
had some experience working as an employee, Thus, older people
are more frequently self-employed than younger people, Compared
to non-veterans of the same age, veterans will have had less time
4% an employee because of time spent in the military., The lost

time will become less of a factor for veterans of the earlier

wars who are much older and have had time to accumulate

experience as an employee before beginning their own business.

1. Self-Employment Rate by Age and Education

Tables II-2 and IX-3 analyze white male veteran and
non-veteran self-employment by education and age groups. The
following five education groups are delineated by vears of school
completed:

1) 0 to 11 years: individuals not completing high school

2) 12 years: those who completed high schooi but did not
go to college :

3) 13 to 15 years: those who started but did not complete
college

4) 16 years: those who completed college but did not go to
graduate school

5) more than 16 years: those who completed some graduate
school

Three age groups were also formed. However, because the ages

of veterans in the different service periods tended not to



Table 1I-2

Self~Employment Rates (in percent) by Education Level and by Age
Vieterans and Non-Veterans by War Period

Education
Level (years)

0-11
12
13-15
16

Lo+

1
Age Group

Group 1
Group 2

Group 3

Notes:

1 - Age
For
Ape

Age

Age

For
Age
Age
Age

For
Age
Age
Ape

Vietnam

v2]
7.3
7.3
8.1
9.8

15.8

3.3
6.8

10.7

Ny
12.6
13.7
14.0
13.9

15.3

6.7

11.4

16.1

Between

v
12,2
11.2
11,8
15.4

19.7

5.3
11.7

14.6

15.7
18.2
19.0
18.9

1B.4

15.9
17.0

18.5

groupg are differeant For each war peried

Vietnan

group
group

group

1 = 22-26
2 - 27-31

3 - 32 wp

Between War the

group
group
group

Korea
Eroup
group
Etoup

1 - 32-36
2 -~ 37-41
3 - 42 up

the Age groups are:

1 - 41-45
2 - 46-49
3 - 50 up

the age groups are:

age groups are:

For

Korea

13.3
13.2

14,2
17.6

20.0

12.4
14.8

15.7

16.9
20.6
21,1
19.7

21.8

17.5
19.6

19.6

I1-4

for White Male

14.9

18.6

20.7

25.8

16.6

18.2

WWIL the Age groups are:

group 1 - 49-
group 2 - 54-
group 3 -~ 58

Veterans
Non-veterans

EX
58

up

differences significant at

level

22.7

22.8

20,1

20.7

20.6

2.9
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Table II-3

Ratio of Self-Employment Rates of Non-Veterans to Self-Employment Rﬂtés of Veterans,
by Education, Age and War Period, for White Males

Education Vietnam Between Forea WWII
Level (years) o e

0-11 1.72 1.29 1.27 1,36
12 1.88 1.63 1.57 1.53
13-15 1.73 1.61 1.48 1.23
16 1.41 1.23 1.12 a.97
16+ - 0.97 0.94 1.09 0.80
Age grou

Group 1 2.06 1.70 1.42 1.21
Group 2 1.68 1.44 1.33 1.24
Group 3 1.51 1.27 . 1.25 1.20
Notes:

1. Caleulated as % selfremployed of nonveterans
% self-employed of veterans

2, BSee Table II-2 for age groups.

3. All ratios significantly different from 1.0 at the .05 level.
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overlap, different age cutoffs were used in each war period. The
cutcffs for each age group are shown aé a footnote to Table II-2,

The self-employment rates for each group are shown in Table
II-2, The ratios of the non-veteran self-employment rate to the
veteran self-employment rate are shown in Table II-3. Ratios in
Table II-32 above 1.0 indicate that non-veterans are more likely
to be self-employed than veterans, Ratios below 1.0 indicate the
reverse, For example, a ratio of 1.5 means non=veterans are one
and one-half times more likely to be self-employed than veterans,
A ratio of 0.5 means that non-veterans are half as likely to be
self-employed as veterans.

The effect of age on the ratio of non-veterans to veterans
is apparent if one compares the age groups within the four
service periods, Looking in Table II-3 at the Vietnam period, the
ratio is 2.06 for the youngest group and drops rapidly to 1.51,
For the Between War period, it also starts relatively high at 1.7
and falls to 1.27. For Korea, a much earlier period with older
workers, the differences between age groups are even smaller,
while for WWII there is no significant difference at all, Clearly
lack of experience inhibits self-employment to a greater degree
in the more recent war period where veterans are youngest,

Looking at the breakdowns by educatjon level yields some
additional insights. First, controlling for education does not
change the general picture given by Table II-1. Self-employment
is still lower among Vietnam and other veterans in all but a few
of the groups, Second, there is clear evidence that

self-employment increases with education., We can see that for
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those who have at least completed high school, the gap between
veteran and non-veteran self-employment decreases as education
increases. In fact for the highest education level, veterans are
more likely to be self-employed than non-veterans in three war

periods.

B. MULTIVARIATE ANALYSIS OF PROBABILITY OF SELF-EMPLOYMENT

The univariate analysis using group data indicated that
veterans seek self-employment less frequently than non-veterans.
Now we wish to see whether controlling for those additional

factors described in Section I changes this conclusion.

1., All Wars Together

Table II-4 shows the result of the multivariate analysis of
self-employment for all wars tcgether? The overall result of the
univariate analysis is unchanged. The multivariate analysis shows
that the probability of a veteran being self-employed is 5.7
percent lower than the probability of a non—ﬁeteran being
self-employed. It shows that both education and experience have
an impact on the probability of gself-employment. Each year of
education reduces the probability of self-employment by 0.6
percent and each year of civilian job experience raises it by

0.04 percent.
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Table II-4

Effectsl on the Probability of Self-Employment Estimated From Regression Analysis
for Wnite Males in All Wars

Variable
Veteran — Q5 7%
(.0007)
Years 1in school —, 00§+
{.0001)
Experience . 0004k
(.0001)
Experience Squared -, 0002%*
(.00002)
Marital Status L Q21 %%
{.003)
Weeks Worked . 0005 %%
(.0001)}
Atlantic -, Q2%k
{(.005)
Midwest LO15%
{.004)
N 540,027
R2 .36
Notes:

1. Entries in table are regression coefficient with standard errors in parenthesis
Each entry, when multiplied by 100, represents the percentage effect of that
variable on the chance of being self-employed.

Dependent variable is = 1 if self-employed, O otherwise.
*denotes significant at .05 level
**denotes significant at .0l level
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2. Results by War Period by Level of Education

In Table II-5 we present the results of the regression
analyesis of self-employment which was perfﬁrmed in a manner that
allowed us to compute the impact of veteran status at each level
of education. The entries in the table show how much the
probability of self-employment is higher or lower for veterans,
holding other factors constant. It shows, for example, that in
the Vietnam period, the probability that a veteran in the lowest
education c¢lass will be self-employed is 4.0 percent below the
probability for a non-veteran with the same education. Most of
the time the probability of self-employment is lowered by veteran
status, The exception is at the highest level of education where
the probability of self-employment is increased for veterans in
three of the war periods. This result is consistepnt with the
univariate result.

The conclusion of the univariate and multivariate analysis
is that Vietnam, as well as other veterans, are less likely to be
self-employed than non-veterans unless they have a graduate
school education. Although the univariate and multivariate
results agree on the direction of the effect of veteran status on
self-employment, they disagree on the magnitude of the effect, We
now explain how to interpret the differences between the two sets

of results,
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Table 1I-5

o 1 . 2
Effect of Veteran Status on Probability of Sel f-Employment , by Education Level , by
War Period for White Males

Education Vietnam Between Korea WWII
Level (years)

0-11 -4.0**3 -3.9 -3.9 -3.6
12 =5.2 =7.1 ‘ ~6.7 -2.3
13-15 -5.3% -7.6 =7.1 -4.5
16 -4, 3% _ =-3.6 -3.2 0.5
16+ 1.13% 1.4 -2.1 3.1
All levels4 -6,3% -5.8% -5.8% =5,.1%
N 208,523 142,562 80,605 108,337

Notes:

1. Entries are the difference in the probability of self-employment batween veterar
nonveterans in percent.

2. These figures are based on regression analysis, and are combinations of coefficient
designed to isolate educational groups from one another. Control variables inclw
experience, marital status, region, immigrant status, weeks worked, and language skill i
English.

The regression was of the form: P(SE) = a5 + alEl + aZEE + a4E4 + a5E5 + bDV + b1VEl +

bEVEz + b4VE4 + b5VE5. The variables E1-E5 are education dummies and V is the veterans
dummy. The effect of veteran status for education level 3 (i.e., 13-15 yrs.) 1is ¢t
coafficient b.. The effect of veteran status at any other educational level is the sum .
b, plus the coefficdient on VE for that level. For example, the effect for level 1 is ¢l
sum of b +b._.
01
3, *#*Staristically significant at .01
*§tatistically significant at .05

4. Estimated following the specification in Table II-4 where education is a continuo

variable and the effect of veteran status is constrained to be the same at all educati
levels.
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3. Comparison of Univariate and Multivariate Results

Table II-5a gives the multivariate result for each war
period and compares it to the univariate result, It also gives
the effect of veteran status as a percent of the expected
self-employment rate,

The first line of Table II-5a gives the actual

self-employment rate for veterans in each war period, For Viebtnam

veterans the rate was 8.9 percent. This rate can be interpreted
as the probability that a veteran will be self-employed. The
second line gives the predicted difference in the probability of
self-employment (probability for a veteran minus probability for
& non-veteran) that was generated by the multivariate analysis
for each war period. For example, the difference was -6,3 percent
for the Vietnam period, By subtracting line twe from line one, we
obtain the predicted self-employment rate for veterans, had they
not been in the military. For the Vietnam period this comes to
15.2 percent as shown in line three, This will not in general be
equal to the actual self-employment rate for non-veterans (which
is 13,9 percent in line five) because veterans can differ from
non-veterans with regard to education, experience, marital
status, etc. These factors, as well as veteran status, influence
the rate of self-employment. 8&ince the multivariate result gives
the difference in the probability of self-employment holding
these factors constant, subtracting the predicted difference from

the actual self-employment rate gives a useful result, This



TABIE 11-5a
Comparison of Multivariate and Unlvariate Results

Analyzing Self-Employment Rates of White Male
Veterans, (in percent) by War Period

War Period

. 2] vl o ; =

a. Actual SE Rates for Veterans 8.9 13.1 14.7 17.0
b. Predicted Difference in 3E ratesjl -6.3 -5.8 -5.8 =5.1
c. Prgdicted SE rate (a—b)ql 15.2 18.9 20.5 2201
d. Percent chamge (b/c) * 100 -41.4 -30.8  -28.3  -23.1
e. Actual 5E rate for Non-veterans 13.9 17.7 19.3 20.7
f. Difference in Actﬁal SE Rates -5.0 4.0 -4.6 -3.7

Notes 1. V = Vietnam, B = Between War, K = Korean War, W = WHIL
2. Actual self employment rate is cthe result of the univariare analysis
3. Predicted by the multivariate analyais. It 1s also viewed as the
difference between the probability thar a veteran will be self-

employed and the probability that a non-veteran will be self-
employed,

4. Self employment rate for individuals with the experience, educatiou,
etc. of veterans, but not the military experience.

TOTAL P.26
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result can be viewed as the self-employment rate for a
non-veteran with the average experience, education, etc., of
veterans. Table II-5a shows that for each war period this
predicted self-employment rate is higher than the actual
self-employment rate of non-veterans shown in line 5. This then
is the source of the difference between the univariate and
multivariate results, Factors such as experience, education, etc.
-_whiéh are different for veterans, raise their self-employment
rate., The multivariate analysis holds these factors constant and
shows the effect of veteran status to be larger in magnitude than
is indicated by the simple difference in self-employment rates
betwaen wveterans and non-veterans.

Line 6 of Table II-5a shows the actual difference in
self~employmaent rates between veterans and non-veterans. We see
that the predicted difference in line 4 is always higher than the
actual difference. Thus, the negative effect of veteran status is
jarger using multivariate analysis than it is using univariate
analysis, although the estimates are close in magnitude and show
the same pattern across war periods,.

Line 4‘of Table II-5a shows the change in the likelihood of
self -employment asz a percent of the predicted self-employment
rate. This can be viewed as the proportional change in the
1ikelihood of self-employment that results from military
experience. The Table shows that, on averade, vetaran status
reduces the likelihood of self-employment by one-third. For
Vietnam veterans the reducﬁion is even greater,

We turn next to the analysis of earnings,
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C. UNIVARIATE ANALYSIS OF EARNINGS

Table II-6 shows the comparison of mean income levels of
wage earners and self-employed white male veterans and
non-veterans.

The first important result is that wage income is everywhere
higher than self-employment income. There are two reasons for
this result, First, for tax purposes, self-employment income is
gelf-reported, while wage income is firm reported, The former is
undoubtedly under-reported to reduce taxes or because accurate
records are not kept. Thus much,; if not all, of the difference
may be illusory. secondly, one might conjecture that even with
full reporting of all income, self-employment income could be
lower because part of the compensation to self-employed people is
non-pec¢uniary. Resolving the issue is not part of this study‘
--guffice it to say that we will not make any direct comparisons
between wage and self-employment income, Our comparisons will
always be between veteran$s and non-veterans (or some other
groups) in terms of either wage OrL self-employment income. The
implicit assumption here is that whatever the error in reporting
self-employment income, it is the same for both veterans and
non-veterans.

Table II-6 shows that Vietnam veterans receive on average
$95, or 1,1 percent per year less in self-employment income and

$639 or 3.6 percent per year less in wage income. In contrast,
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Table 1I-6

Annual Wage Income and Self-Employment Income (in Dollare) for White Male Veterans and
Non-Veterans by War Period

yariable Viecnam Between Korea Il
v NV v NV v NV v RV

Wape Incoume 1 17,035 17,674 21,187 20,301 21,603 19,549 20,865 17,659

; 1
% Difference -3.6% 3.9% 10, 5% 18,5%
N 3] a85,134 119,517 232,938 ‘ 82,925 234,622 31,542 357,945 28,041
Self- 4}
Employmant 12,546 12,691 13,957 13,455 13,930 13,333 13,930 12,509
Income
% Difference -1.1 3.7% 4, 5% 11.4%
N 37,630 19,338 35,081 17,906 40,631 7,560 73,478 7,355
Notes:

1. For wage earning veterans of all war period combined, the average wage income
was $19,852.

2. % Difference is calculated as (V-NV)/NV and indiates the percentage by
which veteran income differs from non-veteran income.

3. Gample size

4. Tor self-employed veterans of all war periods combined, the average
self-employment income was $13,656.

* indicates different from zera at .05 level.
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veterans from other war periods all earn more than non-veterans,
The difference is about $500, (or 7 percent) for self-employment
and $2,800 (or 14 percent) for wage earners, This suggests that
vietnam veterans are falling behind non-veterans in terms of
wages. This lag in wages for Vietnam veterans is in stark
contrast to the result for veterans of other wars who are more
successful than their non—veterhn cohorts, The wage lag is more
significant in terms of the overall welfare of Vietnam veterans

because only nine percent of them are self-employed.

1, Breakdown by Education

Since education is an important determinant of earnings, we
compare wage and self-employment income among veterans and
noh—veterans with similar education levels in Table II-7.

The analysis of Table II-7 shows-that grouping people by
education level changes the picture given in the ungrouped
comparison. It shows that Vietnam veterans along with Between War
and Korean veterans in ﬁhe highest and lowest education groups
have higher wage income than their non-veteran ¢ohorts, But in
the middle education groups, which account for the majority,
veterans have lower wage income than non-veterans. The full
effect of education on the income differential is difficult to
understand from Table II-7. 1Income rises with education and the
veteran population is proportionately smaller at hoth the upper
and lower education levels. Fducation is also inversely related

to job experience and experience in turn is positively related to
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income. The complex interelation between income, education, and-
experience can only be established by using a multivariate
technigue,

With respect to self—employmeﬁt income, veterans in these
three war periods are more successful than non-veterans only in
the highest educatlon aroup, WWII veterans do better than

I'

non—veterans at every education level for both self-employent

income and wadge income,

One strange result is the huge jump in self-employment
income but not in wage income between education level four and
five, The jump is large for both veterans and non-veterans but
ig especially large for veterans, Possibly the self-emploved of
education level five are professionals such as doctors and
lawyers whose incomes are significantly higher than those of
non-professional 2mall business owners., It could be that these
professionals are more than proportionally represented among
veterans. If so, & jump in the veteran - non-veteran
self-employment income differential would follow because even
compared to other people in education level five, doctors and
lawyers have incomes that are above average.

2. Breakdown by Experience and Education

In order to compare veterans and non~-veterans of similar
education and experience, we have grouped individuals into cells,
We have created four experience groups, which when combined with

the five education groups gives a total of twenty (5x4) cells.
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For each cell we have computed the average income of veterans and
non-veterans and the percentage difference in average income
between veterans and non-veteérans. since the amount of
information is so voluminous, it is located in Appendix C in
eight tables. Bach table covers one war period for the wage
earners or self-employed. For wage &arners, most of the cells
show that veterans have higher incomes than non-veterans. These
results are most important for the Vietnam period (Table C.1)
because, as discussed above, the ungfauped data in Table II-6
showed that veterans earn less than non-veterans of the same age.
in contrast, Appendix Table C.1 shows that in 8 out of 1l cases
where the veterans and non-vaterans had statistically different
average incomes, the veterans had higher iﬁcomes than the
non=veterans. This means that if we select individuals who have
roughly comparable education and years of civilian job
experience, the veteran's income tends to be higher than the
non-veteran's income. .

In the case of self-employment income, the Tables in
Appendixz C tend to have very few significant differences betwaean
veterans and non~veterans. This suggests that among self -employed

individuals with roughlf comparable education and experience,
there is no significant difference between the average income of

veterans and non-veterans,
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D. MULTIVARIATE ANALYSIS OF INCOME

The univariate analysis is not well suited to isolating the

effect of veteran status on income, The major determinants ef
income are related to each other and to veteran status in a

complex way. Both experience and education, for example, increase
income. While veterans have less experience than non-veterans,
they ate proportionally few at both the highest and lowest levels
of education, Furthermore, education is inversely related to
experience, The relation between income, education, experience
and veteran status can only be established with multivariate
statistical techniques,

We now discuss the effect of veteran status on income using
multivariate regression analysis., Since for most wars, the effect
iz positive (at least for wage income) we will refer to it as the

veterans' premium, Of course, the premium can actually be

positive or negative. It is defined as the amount by which a
veteran's income can be expected to exceed (or fall short of) the
income of a non=-veteran with the same education, experience,

marital status, etc, The premium is a percentage difference,

which is expressed in the tables as a decimal.

l, ﬁll Warsz Together

Pable II-8 contains the analysis of the determinants of
income for all wars combined, The left panel analyses wage income

and the right panel analyses self-employment income. The anélysis
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Table 1T1-8

1

Effects’ on Wage and Self-Employment Income Estimated from Regression Analysis for

White Males for All Wars

variable Wage Income Sel f=Emplovment
2 N T NI
Veteran 052 .078 ~. 005+ -. 04+
(.004) (.003) (.01} (.02)
Years in
. schoal - .056 .08 .07 .10
(,0006) (.0008) {.002) {.002)
Experience .017 .04 .02 .04
(.0006) (.0004) (.003) (,003)
Experience
Squared -, 0002 -,0007 -. 0004 «, 0008
(,00001) ¢(.00002) {.00005) (.00006)
Marital
Status .156 .51 . .20 .49
(.004) (.,006) (.02) (.02)
N 469,531 81,195
R .70 .44 ©.30 .09
Notas:

1. Effects are percentage changes expresses as a decimal (i.e., .052 = 5,2%)
Standard errors shown in parenthesis.

2. mffects on tourly earnings, This is estimated by including hours worked per
week and weeks worked per year as additional independent variables.

3. Bffects on annual earnings. This is estimated by excluding hours worked per
waek and weeks worked per year fram the regression.

4. All coafficients are statistically gignificant at the .01 level except those
marked with +.
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is performed in two ways, The first (in columns headed T)

includes a control for weeks worked per year and hours worked per

week, The second (in columns headed NT) has no control for weeks

and hours. The results obtained controlling for weeks and houts
can be understood as the effect of veteran status on the hourly
rate of compensation. The effect obtained by not controlling for
weekas and hours can be understood as the effect of veteran status
on the annual rate of compensation. To the extent that shorter
hours and few weeks represents involuntary unemployment, the
effect of veteran status on the annual rate of compensation is
the more useful estimate of how military experience affects
economi¢ welfare.

For wage income, the Table 1II-8 indicates that, holding all
other variables constant, veterans earn 5.2 percent more than
non-veterans. The other variables have the expected effects on
income. Schooling raises wage income by 5.6 percent per year of
schooling; married men earn about 15.6 percent more than single
men. Experience is non-linear, and affects income .by an amount
which is high in early years and low in later years. The first
year of experience raises income by about 1.7 percent while the
tenth year of experience adds only l.l1 percent,

The most important result from Table II-8 is the fact that
veteran status lowers self-employment income, but raises wage

income, all other variables held constant,

2. Analvsis of Wage Income by War Period
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Table II-9 contains the results of the regression analysis
of wage income by.war period, The first point to make is that the
effect of veteran status is to raise income by a statistically
significant amount ranging from 2.0 percent to 12,8 percent., For
the Vietham period, veteran status raises income by between 3.7
and 6.5 percent, For Vietnam veterans this result is especially
significant because it is Jjust the oppoeite of what was observed
in the univariate analysis of income levels in Tables II-6 and
171~7. That comparison showed Vietnam veterans oOn averade earning
less than their non-veteran cohorts, The fact that the univariate
and multivariate results are different suggests that (although
vietnam veterans earn less on average than non-veterans) if
compared to a group of non-veterans with the same education,
experience, marital status, etc,, Vietnam veterans would earn
more than non-veterans.

We now seek to gain some insight into how the control
variables may be responsible for the difference between the
univariate and multivariate results, Two variables that are most

important are experience and hours and weeks worked,

a) Effects of Civilian Job Experience

From the analysis so far, we know that civilian jeob
experience is an important source of income differences,
especially in the Vietnam war period.a column one of Table II-9
shows that each year of job experience raises (hourly) earnings
in the Vietnam period by 2.5 percent, Since the typical veteran

spends two vears in the military, hourly income of veterans is
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: Effeﬁtsl on Wage Income Levels Estimated with Regression Analysis by War Period for
E White Males in Wage Employment

' . Variable
. ‘\‘?'gt“ei_:‘an‘ l

‘Yeuréﬁnf
" . &chool

. Experience
' Marital
. Btatus
3 Located in
.\ South
qﬁuéaéed in
- West -
n ‘N |
R G

' Notes:.

Vietnam

T2 NT3

L037%x . 065%%
(.006) . (.008)

06 xx . Q9§ %k
(.001) (.001)

L025%% 057
{,00]) {(.001)

J135%% 47xx
{.006) (.008)
- 11** - 12%k
(.011) {.015)

JO9xF + 033%%

(.0Ll) (.01)
182,941

.62 - .33

Between

T NT

L02%% | 040%k

(.007) (.010)

+057%% ,QB%*x
(.001) (.001)

=, 074%%, Q1 %%
(.002) (.003)

193k 5]k
(.008) (.011)

=, 12%% - )]%*
(.014) (.02)

J09%k (5%
(.013) (.018)

119,233
+67 + 39

Korea
T NT

«036%* D8 %k

(.01) (,013)

+05** .06 %%
(.002) (.002)

-.033%% —,01l1%*

(.006)  (.008)

. 20%% - 340k
(.012) (.017)

= 14%% o 17%k

(.02) (.033)

«13%% + 09>k
(.02) (.03)

67,093

.70 43

. 1. Effects are percentage changes in incomes divided by 100 (i.e.,

WWII
T NT

L088%% , 128%%
(.01) (.018)

042%%  D49%%
(.002) (.002)

-, 064%%—,015

(.004) (.01)

L26%k  _G7k*
(.014) (.02}

- 08%F — 147+

(.03) (.04)

108** -003
(.02) (.04)

100,264

.77 .33

.037 =3.7%)

‘2L: Shows effects on hourly earnings (estimated by including weeks and hours
.ﬂus‘jn@ePgndent variables)

,3.?_3hnﬁs effects on annual earnings {estimated by excluding weeks and hours)

' Dependent variable is in In(wege income)
. Standard errors are in parenthesis

R gignifiﬁant at .01 level
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f_léxpécted to be lower by (2 X 2.5) 5 percent because of lost job

_¢egpé;ience. If we take the estimated veteran's premium for the

1) and subtract

}v ,the"5 perc¢ent effect of lost job experience, we get an adjusted

- premium of -1,3 percent, The adjusted premium is the veteran's

. 'premium that would be obtained if we ignored the lower civilian

H_jab experience of veterans, The fact that the adjusted premium is

' negative indicates that all of the (unadjusted) premium of

. Vietnam vetérans can be attributed to their lower civilian job

‘ekperience. The negative adjusted premium indicates that if for

_example we compare a veteran taking his first job after finishing
' military service with a non-veteran of the same age, but having

\Wﬂtw0 gears'civi1ian‘job experience, the veteran is expected to .

Lo havé a lower income, The adjusted premium i= close to the result

’ thalned from the univariate analysis,

R Bcth the adjusted and unadjusted premiums are relevant for
”pglicy‘purposes. The adjusted premium is important because it
"};naicates-that in the early vears of the working life, veterans

ﬂt“ére'éarning less than non-veterans of the same age, education and

‘-W';mafital status, Thisg is because they have less job experience.

‘Bué the regression coefficients on experience in the different
Lwar_perieﬁs shows that job experience is an income raising factor

‘t\chly'for the younger workers. The unadjusted premium is therefore

. alsp relevant because it indicates that ultimately Vietnam

;véterans'will be earning more than comparable non-veterans,

b) "Effects of Weeks and Hours Worked
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| Table II-9 gives some indifect evidence that veterans woark
'mbfe weeﬁs per year and more hours per week than do non-veterans,
':Thié_evigence comes from comparing the 3,7 percent vekerans,
V "§:emipm for hourly earnings with the 6,5 percent premium for
\hannual earnings. 8ince the latter is much lower, it means that
U‘yetEran§IWOrk more hours pér year,
' Direct evidEnge that veterans work more hours is given in

' ‘Appendix €, Table 9, which gives the average number of hours per

‘week and the average number of weeks per year worked by veteransi

‘m: and nen-veterans, 1In each war period both average weeks and

\Févé;age'hours are greater for veterans, 1In the Vietnam period,
'Ve;efans averaged 0,7 hours more per week and 0,3 weeks more peri
‘nyear'than‘non—veterans. The difference in the other war periodsi
ﬁﬁéré‘slightly greater for average weeks and slightly lower for
‘éyEEaQ£ hours.

| 'Theiimpact of civilian Jjob experience in the Vietnam periodé
iftié-also affected by whether or not weeks and hours are included
in the regression., When weeks and hours are held constant, each
l‘yeér'of job experience raises income by 2,5 percent, When weeks
‘,énd’hours are not held constant, each year of job experience

,ca;ses iqqeme by 5,7 percent, If we use tﬁe 5.7 percent figure it

I meah#-that two years of lost job experience lowers income by 11.4

.;pe:éentl ~Adjusting for experience converkts the -3.6 percent

'univgriate diffexence'of Table II-6 into a (-3,6 + 11,4) = 7.8
‘z”ﬁétcent premium thch iz closer to the multivariate 6.5 percent
‘: pqémigm. Thus adjusting for time on the job and experience again

‘accounts for all the difference between the multivariate and
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qniéa:iate resulté. In fact, it accounts for a larger difference

bétweeq univarate and multivariate results than actuallf existeqd,

A  ébv;ously there are some other control variables that would lower
\ﬂtﬁé;Veteran premium.

ﬂSpme’further analysis of the effects of weeks worked on the
véte;hn premium is in order, It is clear that after controlling .

i ﬁor“alhnst of variables, veterans appear to work more hours per

"gweek and more weeks per year. It is possible that individuals

’ with bette: jobs, on average, have the greatest probability of

'”‘WDrking the entire year, It is also likely that those with more

,ablllty get the best Jjobs, Therefore, the fact that veterans have

3‘Agr¢ater time on the job is consistent with the hypothesis that

: veterans have greater innate abilities,

| c) Effects of Marital Status

Married men earn significantly more than single men,
Cbnt;nilihg for time on the job, men who are married earn 26
v’gércent more than single men, Recalling that experience and
"Eéhopling'are the primary determinants of income, the 26 percent
”':représents a marriage premium. The economics of the family might

"'aacribe this to increased specxallzatlnn within market and

"i'non-market spheres that is encouraged by marrlage. Simply put, on:

”'mgave:age, for these age cohorts, a wife stays home and a husband

‘imust-earn enough to support both people, If the multivariate
W'ddalysis is performed without control for marital status, the

‘ veteran premium becomes slightly larger. In the Vietnam period it .
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-.goes from 3.7 percent controlling for marital status to 4,2

. percent without,

3. ?urther Explanation of the Wage Income Premium

There is also an explanation for the veteran premium which
_‘13 based on the notion of investment in human capital, According
to human—cap1tal theory, it is likely that those indlviduals with

““;Qreater innate ability will invest larger amounts in education

n‘.‘and on- the-job training. 9 This likelihood is based on the

‘_expactation that those with greater ability will find it less

 ¢6§tly to acquire a given amount of education and on-the~job
'ftaining. In later years of the working life people who invested

".morg (i;e. those with more innate ability) will have higher

~ incomes than those who did not invest, But in the earlier years

* " of working life these people will earn less, because investing in

"‘ben—the-job training generally requires that a person accept a

f;iawer income at the time the training or education.is being
'iﬁbtained. Examples are apprentices who accept less in order to
 ;\le§rn a trade, or students who accept low-paying jobs to support

‘themselves while they are in school., 1If veterans have, on

'-‘iaverage, more innate ability (because the very low ability people

. Were rejected from military service) and, if all education and -
- ‘training differences were not accounted fer in the regression,

. “the veterans will have unusually low incomes early in life but,

”'pghnUQually high incomes late in life, Therefore differences in

- current earnings will show up as a large positive premium for
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e waf‘periods (e.g., WWII veterans who are the oldest
serans ). and small or negative premiums in other war periods
m,g.,‘Vietham veterans who are the youngest veterans). We are,
i) fa&t,ibbserving the current earnings of éroups of veterans
I;thithe‘same lifetime income but at different stages of their
iﬂa. Thig could explain the high premium in Table II-9 observed
or RKorea and WWII and the smaller premium for the Vietnam and

bwean War pariod.

B T er R FE

4. Self—employment Income by War Period

Table II-10 contains the analysis of self-employed income.,
note that the R2 statisties in Table II-10 are much lower than
fwyme in Table II-9. One explanation is the larger error in

:ertiﬁgiéélf—employment income. A second explanation is that

e N R T e e e i o PR R S
-z N [ -, P

ﬁf-emplnyment income has a lot more variation than wage income.
%&s is because self=-employment income includes a return on
“wmsted‘(physical) capital as well as a return to labor and

nan capital. 8ince we have no information on the amount of
hmaical‘cﬁpital invested, we cannot control for this factor. The
at important result in Table II-10 is the negative effect of
maransA status, indicating that self-employed veterans earn

Y13 nhaﬁ'their non-veteran counterparts. While the effect of
. herané status is to lower the level of self-employment income

n sach war period, the effect is generally not statistically




Eifectsl

.. Variable

" Years in

. School

Experience

‘Marital
- Btatus
QRZ'

. Notes:

-.012
(.033) (.

Table II-10

War Period for White Males

Vietnam

T2

.088 %
-0424%
(.006) (

.168%*
(.03) {

25,582

W25

N

~. 093 %%

03)

L 12%%
{.004) (.

005)

064
.006)

AR

.036)

.07

™ 06*

™ 014

EBatweern
T NT

-.077

(.03) (.04)

L07%% [ 10%*
(.005) (,005)

-.006

(.01) (.0L)

ik
(.04)

.48%s
(.04)

23,328
. 28 .08

Korea
T
-, 024
(.04) ¢
LQ65%%
(.007) (
~.045
(,025) ¢
Rk Ll
(.08) (
13,512
.28

NT

-.064

+05)

0B4**
.008)

-.009

.03)

LY
.06)

.08

II~30

on Self-anploymnt and Income Levels Estimated from Regression Analys:.

WW1I

T NP

.038 -, 033
(,04) (,04)

.062%% 056
(.006) (007

. 03* . 04*
(,012) (.017

L22%%
(.02)

.57
(.0253

.18,773
.38

1, Effects are percentage changes in incames divided by 100 (i.e,,~.012 =—1 2%)

2. Shows effects on the hourly rate of earnings

- shqws afferts on the annual rate of earnings

‘Dependent variable iz in lni{wage incam=)
Standard errors are in parenthesis

* - gignificant at .05 level
** -~ gignificant at .01 level
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different from zero, This means the veteran premium is

essentially zero.

a) Explanations for the Absence of a Premium in

Self-employment

| ;E is difficult to understand why veterans would earn more
 thah.ncnmveterans as employees but not as business owners.
"?aétdrs such as greater ability of veterans and job training
‘ whiéh exélain wage differences ought to explain differences in
‘ééif—empioyment income as well, Thus the absence of a veterans
"prEmium-in self-employment would have to be viewed evidence that
ﬂ-ftheée two factors are not important sources of income differences

- between veterans and non-veterans. The alternative explanation is

L~ﬂ'lthe'sc?eening hypothesis, However this hypothesis also implies

. that there are real differences between veterans and non-veterans’

:“in:tétms'mf average innate ability (and conseguently income as

| :Qelii. Otherwise employers would stop using veteran status as a

, éredential to idéntify the mére able workers,

‘  ‘ A better explanation is that the job training provided by
Ehepmiliﬁary ig not useful in gelf-employment, This would happen.

-“fifJoccupations with opportunities for self-employment are not the

' bccupations for which job training is provided, Related to this

jis the fact that although job training and experience is provided
by the m;litary, business experience and business Eraining is not
P:'éxdvided. '

Although the existence of a veterans premium in wage

;L-‘émpioymeﬁt but not self-employment is difficult to explain, it is
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. ¢onsistent with the analysis of the likelihood of
'self-empioymeng. Recall that the results of that analysis showed
| veterans less likely to be self-employed. The finding here of a
:zéro premium for self-employed veterans is consistent with that
fésult- Veterans would be less likely to become self-employed
because there is a POSlthE veteran premium associated with

wbrking for wages, but no premium on gself-employment income. The

;' m; oﬁly.veterans who would become self-employved would be those with

a. strong enough preference for the non-pecuniary benefits of
“sélf—emplayment, to be willing to forego the extra income

gésbciated with the veteran wage premium. If veterans and

"-f‘ non-veterans had a similar distribution of preferences, the

"'pefcentage of self-employed veterans would have to be lower,

5. Implications for Veterans Adjustment to Civiiian

Life

- The existence of a wage premium which leads to a lower

. «likelihood of self-employment among veterans suggests that

- " business ownership is not the major vehicle by which Vietnam

“ﬁrﬁeterans can integrate into the economy.
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~ E. MULTIVARIATE ANALYSIS OF THE VETERANS' PREMIUM BY EDUCATION

' ‘The ‘univariate analysis suggested that veterans at the

‘“ ' lowest and highest education levels had significantly positive

;premiumsdwhile veterans at the other levels had negative

.. premiums.  We pursue this issue here using regression analysis,l0’

‘.The premiums in this section refer to hourly rates of earnings.
. An explanation for the relative success of veterans in the

" lowest ercation level is that military job training or job
5' ‘éxperi§nﬂe is most useful for those jobs that reguire little
, fprﬁal‘eéucati0n. For example, men becoming auto mechanics.mightx
;Bénéfiﬁ directly from military job training while men becoming
:, fnqclear physicists might not, Another possibility is that veteran:

‘status méy be a more informative signal about the innate

WVQQiQtelligence (as opposed to jobs skills) of someone with little

'Afb;mél education than it would be for someone with a lot of
fféﬁdgépioﬁ. For example, the fact that a job applicant is a
wQe#grﬁn will be a more useful bit of information to the
JJPEOQPeCtiVE employer of a high school dropout than it would to
f'_hﬁe prospective employer of a Ph,D. Both of these are
M  hxplanations for a veterans' premium among the least educated, We.
'haﬁéﬁno explanation for the higher premium at the other end of

the educatjion spectrum. Therefore, we expect that premium to

;‘Itdisappear when the multivariate technique is applied,

‘Tables II-11 and II-12 present the results of the estimation,

“'3Q£~the effects of veteran status at each education level, In both
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Table II-11

. ‘Veteran's Premiuml on Wage Income for White Males at Each Education Level by War:

Period
f Eéﬁ¢ation Level | Vietnam Berween Korea WWII
" 'Base Premium 0550k 019 D8 L0858+
- (.011) (.0165) (.02) (.03)
‘fInuféﬁenﬁz at L087%* 067% -, 003 -.22**
level 1 (0-11 yrs.) (.021) (.025) (.03) (.034)
"Increment ar . .0024 .039 -, 01 .0013
 Level 2 (12 yrs.) - (.01) (.019) (.03) (.034)
" Increment at = 04 -, 002 -.05 .059
© . Level & (16 yrs.) ' (.018) o (.02) (.04) (.047)
' Increment at = 05+ .0036 045 L 186w
“Level 5.(16+ yrs.) (.018) (.02) (.036) (.046)
N 182,941 119,233 67,093 100,264
- .63 .67 .71 .77
1Notés:_

/L. Premiums are percentages of hourly earnings expressed as decimals
o (dee. L0585 < 5.5%)

. 2. Increments are with respect to the base premuim., Increment at educational level 3
is set to zero and identical to the base premium. To get the premium at any other

' level add the base premium to the increment for that level. For example, the premium

‘st level 1 is equal to ,055 + .087 = ,142. The regression specification used is the
. 'game sz the one described in note 2 of Table II-5, except that the dependent
“wvarisble is, of course, the log of income. The coefficient b, is the estimate of the
. .base. premium while the coefficients b, through b5 are the estimates of the
" incremental premiums at education levels f through 5.

" *Denotes significant at .05 level
. *kDenétes sipnificant at .0l level
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' £ab1es the "time on the job" variables are included in the
'es;imation.”The veterans' premium for each level of education

x fhat‘is shown in Tables II-11 and II-12 has two components, The:
?ﬁfirst component is the effect of veteran status that is common to
'all educatlon groups and the second is an effect that is unique
to gach group, The premium ﬁor any education level is the sum of
 ;thg éommon component and the unique component, In the Vietnanm

| period, for example, the veteran premium in Table II-11 for

. education level 2 is (.055 + .0024) = 5,57 percent, While the two

.éomppnents must be added to get the total veteran premium at any

Wfédpéatiﬂn level, comparing the unigue components will show how

. much the veteran premiums at each education level differ from

each other. It will also tell the statistical significance of thé

| :&ifferences. In estimating these premiums, the incremental

1. premium of education level 3 (some college) is set equal to zero,

1, Waage Income Premiums

Table II-l]l shows that Vietnam veterans who did not ccmplétﬁ
ZVHigh.schonl have the largest premium (14,2 percent) of any
 ‘edﬁ:atinn level in that war period and of any education group id

{f'any other war period, This premium is considerably higher than .
"the $49 premium (which is 0.4 percent} for this group that was '
-'ébsé;ved in thé univariate analysis of Table II-7. Thus,
 ‘ﬂ0ntr011ing for other variables that affect income raises the
 «premium for this group of veterans. The premium is high enough so

'  that even if we disregard the fact that veterans have two yearsE
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'i‘iesg'civilian job experience and subtract 2.5 percent per year,
:the prEmlum is still (14,2 - 5,0) 9,2 percent In other words,
~for thlS group the benefits of veteran status are so great that
erhgy offset the loss of civilian job experience while in the

‘military. Table II-1l also shows that for Vietnam veterans, the

. Veteran premium decreases consistently with increases in

‘egucaticn, For the highest education groups the premium is down

ko (5,5 - 5.0) 0.5 percent. The pattern of decreasing premium

- with increases in education holds somewhat for the Between War

"periad but not for WWII, 1In fact for WWII, the pattern is one of

" higher premiums for more educated veterans,

The difference between Vietnam and WWII veterans at
“faauqation level 5 reflects the fact that these are groups at
depbuéite ends of their working lives, Vietnam veterans are at the

. Ségiﬁninﬁ of their working lives, investing in education and

' ;on—the jnb training and accepting a low income. WWII véterans are

Ff: near the end of their working lives and are enjoving the rewards
‘:lof ear;igr investments, Both veterans and non~veterans in I
“educatioh level 5 probably engage in this type of activity to a
‘fggfééter extent than individuals of other education levels. Table.

o II-11 sugéests that veterans engage in this type of investment

‘.;g‘éﬂtivity to a greater extent than non-veterans. This is

. consistent with the view that veterans as a group have greater

o innate ability than non-veterans,
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2. Analysis of Self-Employment Income by Education Level

‘The analysis of self-employment income is shown in Table
‘II-12, For Vietham veterans of education level 1 there is a
' positive premium which amounts to (~,0186 + .044) = 2,54 percent,

The premium declines with education, hegomes nedgative at

' education levels 3 and 4 but rises again in education level 5.

jfvietnam is the only war period where there i= any kind of a
:vpattern; In the other war periods the veteran premiums are mostly

Ilﬁqt statistically different from zero. The multivariate result

| .- for Vietnam veterans education level 5 agrees with the univariate

' ;aﬁalysis in Table II-7 which also showed a positive premium.

5“:flﬂdwever, that premium was ‘8.5 percent; significantly more than

7£hat-shown by multivariate analysis.

. P, LABOR PORCE PARTICIPATION

One could argque that chronic difficulties in finding a job
. may cause a disproportionate number of veterans to leave the

" “1abor force, Since the veteran premiums were estimated with

HV\EQntrol for labbr force participation, lower income of veterans

" due to their absence from the labor force would not be counted.

ﬁ_Herver}-we hav# estimated the labor force participation rates

" 'for veterans and non-veterans and found them to be almost

. identical. For the Vietnam period, labor force participation was

.'8lightly higher for veterans (96,4 percent) than for non-veterans
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(96.1 percent). When the regression analysis was performed
-"without control for labor force participation, the veteran

premium on wage income for the Vietnam period increased from 3,7

‘Rf,EEFQEﬁt ko 4,2 percent,

" One may wish to view the higher labor force participation of

?['veteraﬁs a5 a result of military experience, The'logic of this

5  view is that those factors which affect income {i.&. greater

;ab;lity, military job training) also affect labor force

'--partmcipation. If so, then the estimates of the veterans premium j

f- 1n5tﬁis s#udy will understate the true estimates of the veterans

T premium.

e G:f CORRELATION MATRIX AND ANALYSIS OF RESIDUALS

Table I1-13 gives a correlation matrix for the regression

o Variables for the Vietnam period. The matrix Lndlcates, as

‘:?ﬁexpected[ that experience is negatively related to education and
:‘-:véﬁeran status. The highest correlation is between

- :éxgé;iende‘and education, Table I1-14 shows the average valu® of .
the regreéssion residuals obtained from the equation in Table

””IL-Q;fThe residuals are grouped into twenty cells on the basis of
”yeafs of ‘education and years of experience, In about half the
“célls the residuals are statistically different for zero at .05.
gﬁdwever ﬁhere appears to be no regular pattern to the residuals
:-_fand-so we conclude that with respect Lo experience and education,

“‘_‘the specification of the regressions are correct, Table II-15
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TABLE I1I-13

CORRELATION MATRIX FOR REGRESSION VARIABLES FOR WHITE MALE WAGE
EARNERS AND SELF-EMPLOYED™ FOR VIETNAM FERIOD

INCOME EKPERIENCE YRS SCH VETERAN MARITAL WEEKS WORK HRS WORK

INCOME '1.000
- 1.000

" EXPERIENCE®  .037  1.000
' ’ . FlOAS 1.000

" yrs scu” 273 -.476 1.000
S L3100 =.530 1.000
VETERAN® -.019  =.118 .005 1.000
018  -.137 .079 1.000
MARITALS .217 167 -.041 035 1,000
. p123 1146 -0056 -005 1.000
 WEEKS’ 435 =,015 .081 022 .201 1.000
254 —.033 113 -.006 150 1,000
HOURS® 307 -.047 062 033 L134 .501 1.000
". . |14A 0003 -018 _0011 -125 0463 1!000
Notes:

upper entry is wage earners, lower entry I1s self-emploved -
annual income

years experience

years school

Veteran Status

Marital Status

Waeks worked per year

Houre worked per week

The correlation between age and experience smong Wage
earners and self-employed was r = .902 for the Vietnam
periocd, T = .853 for the between period, r = .751 for the
Korean period and r = .72] for the WWII period.

LT U T R S L
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TABLE II-14

AVERAGE REGRESSION RESIDUALS' FOR WHITE MALE WAGE INCOME
FOR VIETNAM, BETWEEN, AND KOREA PERIODS BY EDUCATION BY EXPERIENGE

YEARS OF EDUCATION

. YEARS OF

. EXPERIENCE 0-1 12 13 - 15 16 16+
0-4°  Vietnam -.109 -.056 .025 .078% .032
‘0-15 Batween -.025 -.125 -, 162% -.052 028
C Q=25 KEorea 097 -, 106% -, 064 019 094
58 Vietnanm 064 ,018 -.053% -~ 070% -.014
16-19 Retween ~.011 -, 05R% -.058% L041% ,108%
26-29  Korea -.007 -.035 -.055 065 «094%

- 9-12 .Vietnam 018 -.019 =-,032% —-.021% -,088%*
20-23 Between .003 ~,039% =-.034% +104% 147%
30-33 ' Korea -.020 -.037 -.043 .105% 124
13+ Vietnam .017 —.022% -.022% .049% J124%

. 24+ Between .036% -047% - 047 .039 -.002

S VAN Korea = 39% -.013 «.052 -,002 060

,lt‘A residual is the difference hetween a person's actual income and his
. income predicted by the regression equation (both in natural logs)

"mz % different from zero at .05
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TABLE II-15

AVERAGE REGRESSION RESIDUALS1 FOR WHITE MALE SELF-EMPLOYMENT
FOR VIETNAM, BETWEEN AND KOREA PERIODS BY EDUCATION BY EXPERLENCE

TEARS OF EDUCATION

- YEARS OF

EXPERIENCE 0~ 11 12 13 - 15 16 16+

; 'O~14 .- Vietnanm 1692 .108 -.079 064  -.118
vl K 0=15 Between «291 .150 —.274 . =176 o W042
. 0=25  Korea -.181 ~.233 -.218 -090 -08%
58 vVietnam .282 .105 .13} —.334% .087

R 16=19  Between 499 -.071 ~.117 114 L182%
L7 26m29  Korea -.047 -.024 -.046 .083 J265%

:  9-12  Vietnam .136 -.010 -.051 -.123%  L100%

; 20-23 . Between .023 -.154 -.070 152 1 224%

L ' 30-33 © Korea 149 -.172% - . 260% 083 u4lzx

' 13+ Vietnam .135% -.057 J115% 025 . 159%
L 244 Between JA57% - 144% -.175% 64 +093
- A Korea .120% -.096 -.4]15% 167 Jbh®

X

A residual is the difference between a person's actual income and his -
income predicted by the regression equation (both in natural logs)

* diffarent from zero at .05
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‘shows the residuals from the eguations in Table II-10 which also

. follow no systematic pattern,

"H. SUMMARY OF SECTION II

‘Phe results of this section have shown that white male

‘veterans as a dgroup are less frequently self-employed than
non-veterans., The difference in the self-employment rates is 5.0
1'percént for Vietnam and 4.3 percent on average for the other
iii‘ﬁeridds. Controlling for other determinants of self-employment,
X tﬁe‘probability of a Vietnam veteran being self-employed is 6.3
"’l?éarcent lower than the probability of a non-veteran being
””"self—employed. For the other war periods, the probability is on

‘ff average 5,6 percent lower for veterans, When the probability of

self-employment is estimated for different education levels, it

R épbears that Vietnam and Between war veterans with some graduate
"4séﬁonl are more likely to be self-employed than their non-veteran

ubhc;ts.

.The univariate analysis of wage income reveals that Viektnam

n - fegerans as a group earn less than non-veterans while veterans of
” oﬁhe: Wwars earn more than non-veterans., However, after
’éaﬁt:oliing for the other determinants of wage income such as

:. :fé¥§§rience and education {by using multivariate analysis)

| “yeferans of Vietnam earn more than their non-veteran cohorts, The

"nvqtgrans' premium in annuai wage income for the Vietnam period is

jﬁQS percent while for Korea and WWITI it is between 8.0 and 12.8
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percent. These results indicate that the lower wage income of
vietnam veterans shown by the univariate analysis can be

.explained by the fact that veterans have less education and have

 had. less civilian job experience than non-veterans, An

I"H ‘exp1aqation for the higher wage income of veterans, after

' adjusting for education and experience, is the military's

" tejection of persons with low mental and physical capacities

' which has raised the average ability of the veteran population.

', More able persons are expected to have higher incomes,

Dne group of Vletnam veterans, however, have clearly

benefltted from military experience = those who have not
cgmpleted high school. This group earnsz about fourteen percent
more than non-veterans with the same civilian job experience.
Even after adjusting for two years civilian job experience 1osti
'.by being in the military, these veterans are still earning abouf
‘9.0 percent more than they would otherwise have earned, We |
att:ibute this gain to either the job skills acquired while in
the military or to the screening processing which results from

.m;lltary service,



SECTION 111

ANALYSIS OF NONWHITE MALES

V In this section we repeat the analysis of the previous
:“éecﬁion for the sample of nonwhite males. We first present the
‘fﬁhiﬁériate and multivariate analysis of the probability of
' seif—employment and then the uivariate and multivariate analysis
éf Qége and self-employment income. In the last part of this
&séction we compare veterans' premiums-and race premiums estimated

using regqression analysis for whites and nonwhites.

. A. UNIVARIATE ANALYSIS OF SELF-EMPLOYMENT RATES

. Table III-1 shows the rates of self-employment by war period

2 _7for«nonwhite males. As in the case of white males, the rate of

‘se}ffempldyment is higher for non-veterans. The third line of
;;Table”iiI—l shows that the ratio of the self-employment rate of
'ﬁ"ﬁoﬁ-veterans to the self-employment rate of veterans is highest
'ifu: Vietnam and declines as we move to WWII. Vietnam non-veterans

 we:e l.66 times as ;ikely to be self- employed as their wveteran

- ¢ohor§5,'whereas WWII non-veterans were only 1.1 times more

””1ikely to be self-employed. One should keep in mind that since

" the rate of self-employment is very low for hoth veterans and

ITI-1
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Sel f-Employment mmﬂmmwunmﬂ percent) for Honwhite Male Veterans and Won-Veterans by War wmﬂmommﬁ

Vietnam Between Korea WUII
. 5wt W w W
¥ ] R¥ ] v 1 Ry 1) 1) Wy ') ¥ Ry 1)
Self-Employed 3.16 5.26 l1.66 5.72 T.75 1.35 6.54 8.29 1.27 .04 B.88 1.10
N 63,725 34,530 21,099 19,506 25,367 10,525 " 29,957 8,523

Hotes:

1. Does not imclude individuals listed as "out of the labor force."

2. Veterans !

j. Hon-veterans

4. All differences are significant ak the .05 level — that is, all ratios are significantly larger than 1.0.
5. For all war periods combined, the self-employment rate for weterans was 5.71%.

r

“g=-III
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': ﬁon+veterans, small differences between the rates of self-

‘ehplbyment lead to large ratios.
Tables III-2 and ITI-3 present the self-employment rate for
‘;edﬁdation and age groups. Table III-2 shows the actual rates and

able: III-3 shows the ratio of the non-veteran rate to the

. 'veteran rate. These tables show that controlling for age and

Aﬂ_educaﬁiqn in this way does not affect the initial conclusion that
-A ¢eterans are less likely to be self-employed. However, in

1compar1ng the ratios of Table III-3, one sees that the gap

‘-,between veterans and non—veterans declines as age increases. This

"jg most evident for Vietnam veterans. The greater decline with
‘age for Vietnman veterans reflects the fact that business

. expérience is lost by serving in the military. But the two years

’.af:bﬁsiness experience lost by serving in the military inhibits

sélf-emplcymént less for the older veterans who have had time to

V“catch up, This pattern was evident among white males as well. Onme

:”ﬁther‘pattern worth noting among education groups is that the gap

"’f between non-veteran and veteran self-employment is. lowest at

‘education levels 1 and 5 and highest at education levels 2

 “th:Dugh 4. This pattern was also observed for white males,

© B. MULTIVARIATE ANALYSIS OF THE PROBABILITY OF SELF-EMPLOYMENT

1. All Wars Together

To estimate the probability of self-employment for nonwhite

-maleé we use the same estimation technique that was applied for
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i

Veterans and Na

‘Education VYietnam

Level (years)

‘ v W
gl 323 be7
f-:iéf - 2,62 4.16
;3:;5u 2,82 5.37
";éﬁ‘ E 4,09  6.89
16+ | 7.14 8.92

P Age.crgpgl
J;quup 1 1.32 2.66
‘Group 2 2,29 4.19
group 3 434 6.52

'\NAtesy

'lAgé groups for vietnam are:

Age group 1 — 22-26
o, Age group 2 - 27-31
. Age group 3 - 32 uw

jul For Between War the age groups'are:
' Age growp 1 - 32-36

Age group 2 - 37-41
- Age group 3+~ 42 up

- For Forea the age groups are!

Age group 1 - 4l1-45
Age group 2 - 46-49
‘Age group 3 - 50 up

Table III-2

v NV
5.92 6.05
4,61 6.54
5.34 2.99
7.70 12.12
9.39 14.31
5.25 5.84
5,30 7.21
6,08 B.42

III-4

. I gelf-Employment Rates (in percent) by Educatiocn Level and By Age for Nonwhite Males
o n-Veterans by War Period

Rozes : LSS

v NV v NV
6.10 6.46 6.65 7.14
5.44 8.23 7.67 . 12.13
6.41 9,59 9.49 10,26
§.82  17.76 11,82  16.20
11.59  16.77 15.48  16.58
6,07 7.60 6.91 8.
6.34 g8.88 8.36 8,99
7.02 7.93 8,36 9.08

For WWII the Age groups are:

Age group 1 — 49-33
Age group 2 - 54-58
Age group 3 - 39 up
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“Table ITI-3

© . Ratio ' eof Self-Employment Rates of Non-Veterans to Self-Employment Rates for
f‘ e Veterans, by Education, Age and War Period, for Noawhite Males

\rffdﬁéaéian' Vietnam Betwaen Korea WWIT
. Level (years)

'?d-l_l. T 1.42 1.02 1.06 1.07
oz 1.59 1.42 1.51 1.58
| '€13f15' = | 1.90 1.87 1.50 1.08
TR | 1.68 1.57 2,01 1.37
TS 1.25 1.52 1.45 1.0
;Ag;’gfquél
fgkéa;jl R 2,02 1.11 1.25 1.21
I..Agr?uPEI . 1,83 1.36 1.40 1.08
. Group 3 1.57 1.38 1.13 1.09

Jfli' Age groups are indicated in Table ILI-2.
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S ﬁhitg'maleﬁ. The results for all wars together are in Table

1T11-4, They show that after controlling for experience,
- education, marital status, ete., the probability of self-
eﬁployment is lower for veterans., We now consider the probability

difference at each education level and for each war peried.

2. 'ResuLEs by War Peried by Education Level

The effect of veteran status on prebability of
self-employment is shown in Table I1I-5 for each war peried. The
 antries in the table, show the difference in the probablility of

self-employment between a veteran and a non-veteran, in percent,

“Vfat.each of . the five education levels. The effects are shown for

' npnwhites and whites.

a) Nonwhites

For nonwhites the entries in the table are virtually all
négative‘ahd indicate that these veterans are all less likely to
’bg¢¢me self-employed than their non-veteran cohorts. For nonwhite
‘ﬁeterans, the probability of being self-employed was lowered by

3.6 percent. Since the rate of self-employment in this cohort was

" “only 3.2 peccent (see Table III-1), one can estimate that, had

‘ﬁhey not been in the military the self-employment rate for these
"individuals would have been (3.6 + 3.,2) 6.4 percent. In other
"wards, men with the same civilian job experience, education,
"mafi;al‘status, ete., as veterans but not the military

'Kgxperiance, would have had a self-employment rate above the
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Table III1-4

Effects an the Probability of Self -Employment Estimated from Regression Analy5151
d for Nonwhite Males in All Wars

uhVaEiaEle‘_ L All Nonwhite Males
" YVeteran - | - 04%%
e T (.001)
":ifears‘in school T .00l6%
 Experience | L0037 %%
T (.0004)
‘Experiencé Squared ~.00005%
T : (.00002)
j:Marifal Status L02%
“‘-ﬁ o . (.004)
‘Weeks Worked - . 0004%*
T " ' (.0001)
t:hglanfiq ; -.015%
ST (.006)
;Wéat.; R Ol*
o ' . (l004)
N 104,060
B .20
ﬂHEtaé- _

_f; 1. Entr;es An table are regression coefficient with standard errors in parenthesis
. Each’ entry, when multiplied by 100, represents the percentage effect of that variable o
the chance of being self-employed.

: :f_Dépendent variable is =1 if self-employed, 0 otherwise.
. % denotes significant at .05.
"¥kdenotes significant at .0l.
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3 :actual rate for non-veterans. The drop of 3.6 percent represents

"mare ‘than a halving of the probability of self- employment.

The effects of veteran status at different levels of
'ieduﬁatian are different in many instances, but there is no strong
pattern.  For the Vietnam period, for example, the effect of

A jvétéran status is to reduce the probability of seli-employment
.‘ieés for the highest and lowest-levels of education than for the

middle levels. However, this pattern does not repeat in the other

. war periods.

b) Comparing Nonwhites and Whites

| mable III-5 shows that for Vietnam and Between, the effectl
.ﬂof keteran status on the probability of self-employment is
fgreater for nonwhites than for whites. That is, the tendency of
.veterans to have a lower probability of self—emﬁloyment is '
‘?- stronger for whites than for nonwhites in these war periods.
Howé&ér, for Korea and WWII, the pattern is just the opposite.
’?’“Thg tendency for a lower probability on veterans gelf-employment

is greater for nonwhites than whites.

" &) Ratios of White to Nonwhite Self-employment

’Table I1I-6 gives the ratio of the white self-employment
~rate to the nonwhite self-employment rate. It compares this ratio
‘\among veterans and non-veterans. We see first of all that the
’ fratios are all greater than one, which indicates that whltes have
| higher self-employment rates than nonwhites, For all groups

Jcombiﬁed the ratio is in excess of 2.0 for both veterans and
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Table I11I-5

:‘:Effacts of Veteran Status om Probability of Self-employmen:l by Level of Educationz,
' by War Period for Nonwhite Males and White Males (entries are in percent)

' f?EdQ¢atinn Vietnam Between EEEEE WWIl
‘,:Leve1~§193rs) 3 A '
e NW NW W N W NW W
l_fAir iéveisp | -3.6%  -6.3%  -5.0  -5.8%  ~ll.4  -5.8% ~9.0  -5.1%
,‘;p;1¢'5 c0.2%%  —4.0%F  —0,G%k ~3.9% 0.1  -3.9%x -3 3.6
‘?fli Lo 0.5%  -5.2 —1L 5% 7. 1%k 1.2 -6.7E _3.7%% -2.3
13715 S1.8%  =5.3%  =2,5% =7.6% -1.8  ~7.1% -0.3  -4.5
“\fisf]'f' : 2.0 —4, 3% 1.6 -3.6% —B.3%  —3,24% 3.4 0.5
' ;16+ir ; 0.4 Lalwx =2,5  «l.4% -3.5  ~2.1%* ~b.7 3.1

‘1, Entries are differences in probability of self-employment between veterans amd
. non-veterans expressed in percent. Negative values mean veterans have lower probability.
‘szfﬁntrias are based on regression analysis. See footmote #2 of Table II-5 for desecriptior
~ of the regression specification,

\:3; NW=N5n-whites
'4.'” ~Whites
o different from zero at .05 significance level

**dafferant from the value recorded for education level 13- =15 years at .05 significance
level



' Education

| Level (vears)

“ALL Levels
el
T
" 1315

. .‘ -16

16t

_ Ratio of Whit
§el f-Employment Rates by Education

Vietnam
v 1Y
2.81 2.64
2.23 2.69
2,78 3.28
2.86 2.60
2,40 2.0l
2,21 1.71

Table 11I-6

Batween
v
2,28
2,05

2.42

2,20

2.00

2.09

RV

2,28
2.60
2,78
1.89
1.56

1.28

¢ Male to Nomvwhite Male
Level and by War Period

Koreaa
———

2.25
2.18
2.41
2.22
2,00

1.72

2.32
2.60
2.50
2.19
1.10

1.29

ITI-10

2,11
2.10
1.94
1.96
.74

1.66

2.32
2.67
1.87
2.22
1.24

1.24



| "nﬁnfvetefans. This means that whites are more than twice as

IV:fflikely to be self-employed as nonwhites.

“How‘does military service affect the ratio of white to
:“ﬁanﬁhite gelf-employment? For the Vietnam era, the ratio is
”ihigher for veterans. This means that the gap between white and
‘:nnnwhlte self-employment is greater among Vietnam veterans than
.‘ among nan veterans. This occurs because for the Vietnam period,
rfvgteran status lowers the self-employment rate more for nonwhites
:ﬁhaﬁ it does for whites., In the other war periods, veterans I
status lowers the self-employment rate more for whites than
 ‘nanwhites. If one views military service as influencing a racial
i‘self— employment gap, it follows that for the Vietnam peried, |
| milifary service widened the raclal self- employment gap while

"ffmr the other periods it narrowed (or had no effect on) the self~

"\"empioyment gap.

Table III-6 also shows the white/nonwhite self-employment

:"J-ratio for education groups. The result is that this ratio is

"'smaller for veterans in the two lowest education groups but

g#eaﬁer for veterans in the other education groups. In other

" words, military service narrows the racial gap for the least

educated but widens it for the most educated groups. This occurs

‘:in Eaéh of the four war pericds,



III=12

@, ANALYSIS OF EARNINGS FOR NONWEITE MALES

i, Univariate Analysis

' mable IIT-7 shows the average self-employment and wage

“income for nonwhite male veterans and non-veterans. With respect

to self-employment income, veterans earn less than non-veterans:

" in the Vietnam and Between periods but more than non-veterans in
‘tha other two war periods. The income difference between veterans
jand non~veterans is -2.3 percent and -9.2 percent for Vietnam and

’Between periods and 2.8 percent and 4.4 percent in the Korea and

WWII. With respect to wage income, veterans earn mere than
-nan—veterans in every period, The difference increases as we move
from Vietnam, where it is 8.9%, to WWII where it is 25.7%. We

conclude that for nonwhite males, Vietnam veterans are ahead of

pen-veterans as wage earners but behind as self-employed. But

vVietnam wage earning veterans are not as far ahead as wage

'earning. veterans in other war periods.

a) Analysis by Education and Age Groups

Table III-8 shows the comparison hetween veterans and

" nen-veterans which controls for education. For wage income,
‘ ’Cpntrclling for education has little effect. Veterans have higher
‘:j wagés in every group, except the highest education group where
'tﬁere”is practically no difference, The veterans premiums are
'genérally smallest for Vietnam veterans and largest for WWII

veterans. For self-employment income the premiums for the
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Table 1I11-7

Annual Wage Income and Self-Employment Income inm Dollars, for Nonwhite Male Veterans and
Non-Veteraus by War Period

' War Perind 2]
. ‘ﬁVariéB;e Vietnam Between Forea WWIi
v W v NV v W v L
‘Mage Income 13,215 12,125 16,616 13,576 16,214 12,884 14,771 11,755
. % pifferemce’’ 8.9* 22.4% 25 /8% 25.7%
E;N ST 61,485 32,449 21,702 17,864 23,613 9,569 27,414 7,702
| $elfn !
" Employment . 10,124 10,383 11,431 12,592 11,836 11,511 11,389 10,89)
" Income ;
. % Differemce -2.3 ~9.2% 2.8 4.3
R 2,014 1,815 1,322 1,512 1,659 872 2,409 . 757
Ihthes:i

1; . % Difference is calculated as (V-NV)/NV and indicates the percentage :
by which veteran income differs from non-veteran income.

”- *Dano:as slgnxficantly diffarent from mon-veteran income at .05 level.

‘ 2. For veéterans of all wars combined, the average wage income was $14,610 and
.the average self-employment income was $11,146.
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“edugatiqn groups are mostly negative for the Vietnam and Between
; péFiQdE and mostly positive for Korea and WWII. As in the case of
.ﬁégé income, the most educated veterans do not do as well,
 7#eiativé to non-veterans, as the less educated veterans.

:‘Dtherwise, the breakdown hy education in Table ITI-8 does not

" alter the conclusion drawn from the ungrouped data in Table

ITI-T.

o D. MULTIVARIATE RESULTS OF NONWHITE MALE EARNINGS

1, All War Periaods Combined

This section presents the results of the regression analysis

"'\i“of earnings for nonwhite males, The statistical technigques

ﬁ-:ﬁﬁployed are identiecal to those used for white males.
u"iiTable III-% hés the results for all wars together. The pattern
h{@b#erved before for white males is repeated, but exaggerated, |
?ete#an‘status has a negative effect on self-employment income
' ‘aﬁ¢ a positive impact on wage income with both effects larger in
I mégnitude for nonwhite.males than for white males. Scheooling and
’“_gkﬁérience are positively related to both self=-employment and
H‘wage‘incdme, a2 the univariate analysis indicated, As in the case

“H‘ﬁf white males, marital status is a powerful predictor of income.

- Finally, the effect of the time variables is very striking.

Controlling for weeks and hours worked lowers the veteran

premiums for wage earners. It also lowers the rate of return on
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Table III-9

: : ':E‘.ffe':::tsl on Wage and Self-Prployment Incame Estimated from Regression Analysis .

Nonwhite Males for All Wars

Variable Wage Incame Self-employment

2 NI T NT
. Vekeran L169%+ L 33w -. 134 -1
. (,013)  (.02) {(.07) (.09)
Years in
school - ,047%% L10%* L07*% J13%%
- (,0015)  (.002) (.007) {.009)
Experience - 0023 .02% ,022% 046+
: (.005)  {.002) (.01) (.01)
"E:::perience
. Squared 000036 —.0002%* -,0003%*%  —_000E**
N (.00003) (.00004) (.0001) (,0002)
‘Marital
' Btatus J166%% L 69 ,12 L 45%+
- (,01) (.016) (.07 (.08)
. South .
N 97,579 _ 6,477
® .76 43 .44 .13
MEE-.

1. Effects are percentage change in incare expressed as decimal.
2. Shows effects on hourly rate of pay.

3. Shows effects on annual rate of pay.

. **dengtes significant at .0l

%denotes significant at .03
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| education and marriage premium for both wage earners and the

| SEif—emplayed.

2. ‘Results by War Period for Wage Income

Table IIX-10 preéents the analysis of wage earnings by war

;périoa and confirms both the univariate analysis and multivariate

“'Fw,anaiysis for all wars combined, It shows that nenwhite wage-

,éérning veterans receive more than their non-veteran ccunterpart#-
"gndlthat there are few differences between wars. Controlling for
ﬁgeké and hours worked {(i.e. looking at effects on the hourly
rate of compensation) the veterans' premium ranges between 16
C §é:¢ent'and 20 percent. Without control for weeks and hours, the
. premium jumps to between 30 percent and 36 percent. The jump
iﬁﬁicatﬂs that veterans work significantly longer during the
'yéar.':The indication is that the jobs held by veterans are
“batter“-than those held by non-veterans in the sense that they
\.ﬁﬁe more often full time jobs and they are less likely to be
| :intérrupfed by periods of unemployment.
‘ | The effect of marital status is again large and even larger
,_withﬁup control for time on the job., The percentage of the
Gafiation in income explained by the regression (sttatistic) is
&ui#e high and nearly doubles when there is control for time on

ftné7job.
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Table III=-10

'f,Efféctsl on Wage Income Levels Estimated with Regression Analysis by War Pariod for
‘ ‘ ' NonWhite Males

. yarisbie Vietnam Between Rorea WWIL
| T2 N> T NT T NT T NT
Veteram e 36k (174 35w J6EE 30K 20wk 33w
e (.02)  (.03) (.03) (.04) (,03) - (,05)-  (.03) (.05)
©: Years in: LO5EE 13w owt  L0BOR%  L04%k  L0B¥F  ,03%F ,05%
- Sehaol (.002)  (.004)  (,003) €.005) (.004)  (.007)  (.004) (.007)
! pxperiemce  —.0012  LO3WF  -,03E -,023mk .07 —.0BFE -, l2%k - 10k*
o (.003)  (.004) (.007) (.01) - (.01}  €.02)  (.02) (.03)
. Marital 5k 71 JATEE Gk LBEE LG4RE 20 63N
'gtatus . . (.015)  (.02) (.02) (.03 (.03)  (.04) (.03) (.04)
 Lacated in -, 1l o lzwk - l2wk o l2m S L4k - 17HF - 0BF% — 147
: South corn)  o1s)  (.014) (.o2) (.o2) (.033)  (.03) (.04)
! "Located in 09k .033% 09 .05%* 13kt .09k L08%* -,03
. West el (.o1) (0.13) (.018) (.02)  (.03)  (.02) (.04)
N 46,317 27,909 14,214 14,139
A .75 .40 75 W41 ,77 .43 .80 .51
» f-ﬂote&;_v

.+ 1. Effects are percentage changes in wage incomes expressed as decimals(i.e. .16 =
- 16%) :

ﬂj"zgf.Effects on hourly rate of pay

| "4, 'Effects on annual rate of pay

f‘ f#nénntgé significant at .0l level



. 3. Results for Self-employment Income

:Turning to Table III-ll, and the analysis of self-employment
c incbﬁé,'tﬁe effect of veteran status is insignificant in all but
' 5;wo cases, and in these cases it is negative. In fact all but one

v oof the p@lnt astimates is negative. This is consistent with the

,\ 5iear1igr finding that nonwhite veterans are significantly less

r°fiikely tn'enter.self—employment.

"Controlling for hours and weeks again raises the effect of
,édqdétion"in each war and suggests that men with more years of
sthooling work more per year.l This is inconsistent with the

. “"better jobs" hypothesis. A case was made in the previous section’

ER fdf a link From more education to better jobs, and hence more

5k’hours to better jobs. Since the effect of veteran status on

elf—employment income is statistically equal to zero, the case

'gﬂfpr linkage is not damaged much. also there are surely other

‘ ;iﬁfortant determinants of self-employment income that are
jﬁnmeaﬁured in census data, A key unmeasured variable is parents'
dccuﬁational background - presumably more important in the

  seLf-émp;oyment world, where businesses are often passed from one

Qéﬁe:atian to the next, than in the wage earning world. At any

grate,‘ﬁhe R2 statistics are lower for self-employment than for

‘Wage earning, indicating at the very least considerably more

ufahdomness.

| J.Iﬂ comparing wars, it appears that Vietnam veterans get the

' 1&rgest premium though it is still not statistically significant.




ﬁffectﬁ;l

“i ?ériabIe_

Vietnam
2 e
' Yreteran, .04 -.10
" Yeart in .07+ 15%%
School (.o15)  (.018)
L :Exﬁefiehﬁe ,017 .03
Ca C (.021) (.03)
" Marital 08k 63k
| status (.11)  (.135)
ow o 2,301
- R? f , W40 .13

" 'Notes

Table ITI~11

Between

T NT
=.33* -,34
(llﬁ) (-2)

075k 134%
(.01) (.02)
-005 _106
(.03) (.04)

.D9 . 38%
(.13} (.16)

1,802
lM ..13

Yorea

T NT
-.07 - 06
(.17) (.22)

0% Sl
(.02) (.03)
-.07 .004
(.06) (.08)
-.28 .11
(.17) (.21)

1,165
.46 .09

1, Effects are percentage changes expressed as a decimal

%Iﬁﬁ Effects on hourly rate of pay
3, Bffects on annual rate of pay

..‘;#Denoﬁes significant at .05 level
" #¥Denotes significant at .0l level

I11-20

‘on Self-employment Income Estimated with Regression Amalysis by War Period
for NonWhite Males

WWII
T NT

—2%  -.04
(.15) (,19)

.03 . 049%
(.02) (.02)
- 16% -.12
(.08) (.1
-,002 ,35%
(.15) (.19}

1,209
.45 .15
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:;  significant. In addition, the mafriage premium is much smaller in

.. self- emplcyment
F Dne point to note is that the rates of return to schooling
;érellower for wage earners than for self-emploved. If portions of
:sé;f-employment income were not unreported, the differénce would
”ﬁﬁé‘largsr still, since inclusion of the missing income would
ilﬁbdét the effect of education on self-employment income. In a
'faompetitive market, rates of return on education should be

.equallzed, and thus one might suspect a lack of cnmpetltlon. If
' ccmpetltxve forces are absent, one would think it would affect

‘ the ability to establish a small business. Recall also that there
‘”a¥guprobably greater risks of small business ownership, compared
to working as an employee in a large business. 1If so, it is
,;éﬁgeﬁted to lead to a higher return on education and training
‘iuséﬁ'in self -employment, even under a hypothesis of competition.

' Wejturn next to Tables III-12 and III~l3 in which we
est;m&te the impact of veterans status on income at each level of
-ﬁ e&ubation, The veterans premium is shown in each table as having
-:.pwp components. The first is a base premium common to all
”éﬁucation levels and the second is an increment at each education

level. “Both components are bercent changes in income due to

' veteran status expressed as decimals. In both tables there are no

:* féighificaht differences in the veterans' premium between

. educational levels. The premium to wage earning veterans as a
g:duﬁ remaine high and statistically significant, The
ﬁéélf—employed gample sizes are all small and many variables

'_f-ﬁbﬁtain too much dispersion to permit statistically significant



."Veterdns'Premiuml on Wage Income fo

-ﬁjVafihbie-
'fiBaég‘Etemium

_Inerement’ at
Level 1

. iInerement at -

- Level 2

,"hIncreﬁe@E at
Lewel 4
fnctement at
- Level 5

Crn

R

. Notes:

' -1it Premiums are percentages of hourly earnings expressed as a decimal

Table

ITI-12

Vietnam
Salalpp—

-

o L7%%

(.03)

.055
(.06)

+033
(.04)

- 14%
{.07)

_106
(.07)

46,317

.73

Between

(.06) -

.07
(.08)

004
(.07)

-.14
(.11)

.08
(.10}

22,909

+76

IT1-22

¢ NonWhite Males at Each Level of Educatiom by
War Period

WWII

.264*
(.07)

-.07"
(.10)

017
(.11)

.08’
(.16)

-.14
(,16)

14,139

.80

2. Iﬁnremgnt at Level 3 is set to zero. See Table 11-11 note 2 and Table II-5 note 2

for a.description of the specification of the regression used to estimate the

‘. premitms.

: W Deﬁutes significant at .05 level
¥;**Deﬁotes gignificant at .01 level
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Table III-13

Vete:ans Prpmluml on Self-employment Income for Nonwhite Males at Each Education’
, Level by War Period

.i_var{ablé‘ _ Vietnam Between Korea WWII
- Bage, Premium .057 035 .12 .18
 Imetemeat at - J47 .16 -17 -~k
ILBVE.]-I 1 ) (146) (046) (046) (-47)
. Increment at .09 -2 .68 -.53
‘ELEVQII "2 ) ! ' (-34) (IAI) (!47) (-51)
" ‘Imtrement at . -.27 -.97 -.54 40!
Level 4 (.50) (.54) (.69) (.67)
""Inlﬂr.eNEl'lt at --25 - 39 _-61 _¢33
“Level! 5 , (.43) (.53) (.55) (.59)
LN 2,301 1,802 1,165 1,209
R oy .45 47 45
Jﬂntesf

".:lal“Eeicentage of hourly earnings expressed as decimal
2. In¢remept at Level 3 is set to zero

+ AlY ‘coefficients are insignificant
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‘: estimates. We eonclude from this that while nonwhite veterans

' earn premiums in wage employment, there is no systematic

. relationship of premium to educational level. Altheugh the

“wnivariate anélysis does indicate a relationship between
- education and veteran's premium, the multivariate analysis

"suggests that it is not a statistically significant one,

E,  COMPARING VETERANS PREMIUMS FOR WHITES AND NONWHITES

The univariate presentation indicated c¢learly that whites
"earn more than nonwhites., We would expect that controlling for
‘eéucation will attenuate the differences observed in the
aggregated table, but we continue to find a gap which varies from
Linsignificance upwards. The task here is not to explain that
wﬂifferantial - which ig a difficnlt task ~ but rather to get some

B feéling for how veteran status affects the differential,

l. Wage Income

. fable II1-14 compares the multivariate analysis of wage
i;income for whites and nonwhites. We can clearly see the

‘\.difference in the magnitude of the veterans' premiums.

- Controlling for time on the job, the premium is 16 percent for
_ncnﬁhite Vietnam veterans compared to 3.7 percent for white
iﬂvietnam veterans. With no contrel feor time on the job, nonwhi;e

J,Vietnam veterans enjoy a 36 percent premium while whites get only



Table I1I-14

Ll N

¥ p18nhpariéon'of Wage Income Effectsl for White and Nonwhite Males by War Period

'Variashle

- rveneranu

, :YgErS'of:

' Schael
'fExpé:iénqe

- Marital
.-Sta;us ’
N
"JE}.L

' Netes:

‘?1.1 Effects are percentage changes in (hourly) wage

' 2. White Males

3. Yonwhite Males

Vietnam
W Na
L037%¢ 16+
(.006)  (.02)
L06%% 05+
C(.oo1)  (.002)
| .025% -,0012
.€.001)  (,003)
1354 _15H
(.006  (.015)
182,941 46,317
.62 .75

Between

W

L 02kE
(.007)

NW

J17%k
(.03)

L0574k _D4*k
(.001) (.003)

-.0007 -.03%*

(.002)

19
{.008

119,233 22,909

.67

Standard errors are in parenthesis
% Danates significant at .03 level
. %&Denotes significant at .01 level

(.007)

170
(.02)

« 15

Rorea WWII

W N W o
056%k  15%% L088%% , 20%*

(.01) (.03) (.01) (.03)
.05%k Q4% LO42%% (3%
(.002) (.004) (.002) (.00Q4)
=,033%% -, Q7% = 0647 k=, 1 2%k
. 20%% L 18%* L26F® L 20%*

(.012) (.03) (.0l4 (.03)
67,093 14,214 100,264 14,139

.70 .77 .77 +80

incoma divided by 100
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,ég6f5 percent premium. This means the differences batween

o _véﬁe:ans»and non-veterans in job stability are larger among

ﬂﬁpnﬁhites. We find this phenomenon in all war perieds but it is

. most proncunced for Vietnam.

“2. Self-employment Income

"A céﬁparison of the white and nonwhite veterans' premium
éstimated from the multivafiaﬁe analysis of self~-employment
.incame cén be found in Table III-15. Since the veterans' premiums
‘gfe generally not statistiéally significant for either nonwhites
-‘éf whites, we cannot expect to report with much confidence about

differences. The most general statement is that premiums are

“,probably'non-existent for either group. However the point

o estlmates of the premiums are almost always negative for both

 whites and nonwhite and thig consistency cannot he ignored. Also

.the. polnt estimates of the negative veterans' premiums are

J‘ﬁ generally very much larger for nonwhites, Thus we éonclude.that-

' ralative to nonwhite non-veterans, nonwhite veterans are even

..leés‘financially successful at self-employment. We further
fﬁépciudefthat military service is not a significant factor in
“Lmov;ﬁg ﬁonwhite males toward parity with whites when veterans

"\;Eecomé Business owners. One explanation for this is that small

'~fbu$iness ownership is competitive enough that it already affords

' greater equality to nonwhite than is the case for wage

! -employment, We pursue this issue in the next section.



Table III=15

.. Comparison of Self-Employment Income Effectsl

Period
. “yarigble Vietnam Between
o W N W W
Veteran -.012 .04 025 .34
Lo : (.033) (.l4) (.04) (.20)
. Rears of .088%%  ,07%% (065 13w
'’ School (,004)  (.015) (.007) (.02)
. Experience  .042%%  =.017 -, 045% -.06
o (.008) (.021) (.025) (.04)
Marital . L168%% L 28%* 330 ,38%
Status (.03) ¢+ (.01l (.05) (.16)
¥y o 25,582 2,301 23,328 1,802
&2 s 4k 28 Jbd
. Hotes:

“ql;.JEffectéﬁare percentage changes in (hourly) self-employment idcome

YZ.‘.White Males
3. KNanwhite”Males
Standard errors are in parenthesis

© ' % Demotes significant at ,05 level
., * . **Dénotes significant at .0l level

Korea
W NW
.06 .07
(.03) (.17)
Q7EE 06¥*
(.005) (.02)
_001# -107
(.01) (.06)
-21*'* -!28
13,512 1,165
»28 46

ITI-27

for White and Konwhite Males by War-

WWII
L] N

.038 -~024
(.04) (.15)

062+ .03
(.006) (.02)

-.03% = 16%
(.012) (.08)

CL22%% —,002
(.02 (.1%)
18,773 1,209

.38 .45

divided by 100
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p. 'coatagxua RACE PREMIUMS BETWEEN WAGE AND SELF~EMPLOYMENT

So far this study has been concerned mainly with comparisons
betﬁeen vetarans and non=veterans. We have been studying whether

" yetarans earn more than non-veterans in self=-employment and wage

"' income. We have seen that veteran status raises both white and

Tf,nbnwhite incomes. By comparing the veterans' premium between
“':acas, we have judged that military training was helping

nonwhites to move toward parity with whites. Now we wish to

"’compare the differentials between white and nonwhite incomes in

ftqrms of wages and self-employment earnings. Are race premiums
~ ti.e., higher incomes for whites) larger or smaller ameong the

éeif—employed than among wage carners? This will help us judge
.”tﬁelextent to which small business ownership provides a vehicle

' for nonwhites to move toward parity with whites,

*'{, Discrimination and Self=-employment
.ﬁ..

. To the extent that the premiums to white workers reflect the
existence of racial discrimination, comparisons of the premium in

" .. different areas of the economy can show where the discriminatory

| feffécts are smallest., There are several reasons to believe the

effects of diserimination on income may be greater for employees
'fﬁelling their labor than for business owners selling their
. product. First, in order for discrimination to affect incomes,

‘there must be a lack of competition in the market. White owned or
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f.whitelménaged firms hiring black workers may have more mohopsany
power than white customers buying the product of black owned
;firms. Secondly, employment generally involves more steady social
" contact than buyer-seller relations in the product market. White
'i‘employers may discriminate because they or their white employees

. may wish to avoid social contact with nonwhites., Social ccntact

\,Vis less intense in the product market, than it is in the labor

' -ﬁarket.. (For example, my contact with the owner of a clothing
 :sEgre comes only when I buy clothes, while my contact with my
’x¢Qi;éangS on the job is steady.) Therefore, the ability and

J“LinaentiQe will be greater for whites to discriminate in hiring
‘noﬁwhiteiwquers than te discriminate when purchasing the product

of a’'nonwhite ewned firm.

2. Univariate Analysis of the Race Premiums

.: Table III-16 compares the income differences between white
and nonwhites for self-employment and wage income., Two samples
”ﬁwére used, one composed only of veterans, the other composed nnly:
’jdf-non;veterans. For both the veterans sample and the
| non-veterans sample, the race premiums are much greater in wage
inccme than they are in self-employment income. In fact race
premlums in wage earnings are huge compared to -those in self-
employment in ‘each war period and for both the veteran and the
‘nonwye;e;an samples. For example, in the Vietnam cohort of
'hdp-VEterans, the race premium is 20,2 percent in self-employment

income but 37.2 percent in wage income. For WWIT non-veterans,
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E"-tlfx.e"premium is 6.0 pefcent in self-employment and 47.4 percent in
| ﬁéﬁe income.
}}1 (The ¢ﬁntrast between the self-employment market and the wage
| market is greatest among older cohorts (i.e., earlier wars)., Also
-tha ﬁagnitude of the white premium for wage income increases as
.;ﬁe‘move from younger to older cohorts. On the other hand, the

fmégﬁitude of the premium for self-employment income is unchanged

' {in the veterans sample) or decreases (in the non-veterans

b

‘~"gample). This suggests that the effects of discrimination are
j?f; .§%eater"am0ng clder workers, This could result if discrimination
'%wés,greater in the past than in the present and if the vestiges
'”,q[éf past discrimination affect the current income of clder workers

. “'ﬁbre than they affect younger workers.

d4) Comparison of Race Premiums by Veteran Status

One can also see the effect of veteran status on the
}'lwhiﬁe/ﬁnnwhite differentials and how it is different for wage and
Jigelf;employment income. If we compare the wage differentials,
. ;ﬁhey'ara far larger in the non-veteran sample than in the veteran
é#mple..The average wage‘diffefential for the four war periods is
”jr!ih4l,4-pegcent for non-veterans and only 28.l1 percent for veterans.
“Thehaverage self-employment differential is 11.1 percent for
) véiqrans and 19.4 percent for non-veterans, This confirms the
@fﬁf;eéidehce offered before that veterans status helped nonwhites

,';';mqre than whites, mainly when they are wage earners.
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3. - Multivariate Analysis of Race Premiums

. pecause income determining characteristics such as
u'expérience, education, hours worked, etc., may differ between
 ‘nonwhites and whites, the multivariate analysis offers more
G;accurate estimates of income dlfferentlals. The same regression
- quations that were used to compute the veterans premium were
fapplled to combined samples of whites and nonwhites. This allows
a determination of the race premium, heolding the other
determinants of income constant.
| The results of estimating the race differential from a
 coﬁbinédsamp1e of vaterans and non-veterans is shown in Table
jIII -17. They confirm the univariate analysis. For each war
fﬂperlod the premium to white workers is greater for wage income
 £han for self-employment income, .In two war periods, Between and
‘ Korea, the race premiums for self-employment incomes have a

‘negative sign, (which means nonwhites do better than whites)

““although they are not statistically different from zero. This

means that whites and nonwhites in those war periods have parity
f‘in self-employment.
' The maghitude of the white race premium is smaller for the

' multivariate estimates than it is for the univariate estimates.

",This is expected since more factors have been held constant in

-‘the multivariate analysis. . .However the magnitude of the
'ﬁdifferences between the self-employment race premium and wage
;fa:e premium are about the same in the univariate and

”mhltivériate samples. It is the magnitude of these differences
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Table II1~17

thte/Nonwhlte Income Differentials .(in percent) for Wage Earners and
Belf-Emploved by War Perind

Sel f~Employment

Wage Income ' Income

" Vietnsm | 21, Gk 15, 0%
Batween L 19, 3% -11.0
C - (0.9) (5.6)
Kores 19.5 -3.5

Lo e (1.2) (7.0

Cwiro 14, 1 9.
‘-' ‘ (1.5) (2.3)

'“** ‘SigniEicaht at .0l level

1, Estimated using regression ana1y51s with the same variables as were used in Table
“ILI=15, The differential is the regre$$1un coefficient of a dummy variable which
takes on the value 1 if the individual iz white. The differential iz the

~ difference in income between a white and a nonwhite who have the same income

- determining personal characteristics.
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. which offer confirmation that race differentials are indeed lower
in saif-emplayment.

‘We conclude that nonwhites do better relative to whites as
salf«emplcyed than as wage earners. To the extent that this
reflects a more competitive market with less diserimination, it
" means that business ownership offers nnnwhltes an important
Vghicle for attaining parity with whites. It is still a puzzle as
:jio‘why self-employment rates are so much lower for non whites
~ than for whites. Perhaps nonwhites are much less able to raise

;capiﬁay for business ownership.
' 'G.' SUMMARY OF SECTION III
" For nonwhite males, as well as white males, being a veteran

"tends to lower the likelihood that a person will become a small

business owner. The effect of veteran status in lowering the

“ng‘probability of self-employment is stronger for nonwhites in the

‘Kprea and WWII periods but weaker in the Vietnam and Between War
periods. For Vietnam cohorts, being a veteran lowers the

'  prdbabi1ity of self-employment by 3.6 pércent for nonwhites anq

: 16;3 percent for whites. Given that the rate of self—employment
among ‘nonwhite Vietnam veterans is only 3,2 percent,the reduction
by 3.6 percent represents more than a cutting in half of the
”‘iikelihood of self-employment. For whites the drop represents.a
[n¢ﬁt by one-third in the 1ikelihood of self-employment. For WW;I

' “cohorts, being a veteran lowers the probability of self-
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": eﬁploymeﬁt by 9 percent for nonwhites and 8 percent for whites,
 ;This';ep:esents a cut of about one-third for both groups.

In the analysis of financial éuccess,‘veteran status
QinéreéSed wage income but lowered self-employment income of

lﬁnQHWHiteé. In 21l war periods, the veterans' premium on wage

. -income was very much larger for nonwhites than it was for whites.

. For the vietnam war period, the nonwhite veterans' premium was

;\bethen 16 and 36 percent as compared to the preminm for whites
. which wag between 3.7 and 6.5 percent. The evidence indicated

Jitﬁéf‘veterans hold more stable jobs in the sense that they are
”ﬁbfe often full time jobs and they are less likely to be

« intérruﬁted by layoffs. One explanation for the greater premium
for nonwhite veterans is that job training provided by the
Vmilftary'is more useful for nonwhites, Since they probably have
‘fewer opportunities for alternative forms of job training, it
‘SgEmé reasonable to expect that military job training would be

1ﬂmﬁre useful to nonwhites,

| In contrast to the large premiums received by wage earning

J ‘pqnwhite veterans, the financial success of self-employed

. honwhite veterans has been slightly below that of self-employed

hch—veterans. The difference between veteran and non-veteran
?inqome was not statistically different from zero, but the sign of
y:tné ﬁif€erehce was consistent in each period. 1In this regard the
"ﬁérfarménce of the self-emploved nonwhite veteran resembled that
;_dﬁ‘hig white counterpart.

| Uwé‘hgve also investigated the magnitude of racial income

"aiﬁferences in self-empleoyment as compared to wage employment. We
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ifhavé found them to be much smaller in self-employment, which
.Vindicates that businass ownership affords more equality for
:{,honwhites.
. We conclude -that military service has raised incomes of
i‘nonwhltes aven more than it has raised the income of white
‘vaterans. In this sense military experience has been a vehlcle
for wage earning nonwhites to attain parity with whites,
Fsélf—eﬁployment has been a similar vehicle for nonwhites in

general, but less so for nonwhite veterans.



SECTION IV

ANALYSIS OF FEMALES

The,objective of this section is to compare self- employment

' rates and financial success of female veterans and non~veterans,

' A second objective is to compare women with men in both

" dimensions. We have already seen that for males, veteran status

‘ié‘QESOciated with lower self-employment rates and with greater
‘;finén¢ial success as an employee and roughly equal financial
ﬁﬁccess as an employer. We now wish to see whether the
‘agsociation betwasen veteran status and financial success is
étr?nger_or weaker among women as compared to men. Does the
7‘,g£éater'financial succass of veterans in wage employment extend
5:_£6.éelf—employment for female veterans? The answers to these
f‘ﬁuestions are relevant to the broader issue of whether military

'éxpérience-and/or business ownership help women attain financial

. pafity with men,
' ‘A. - UNIVARIATE ANALYSIS OF FEMALE SELF-EMPLOYMENT

This sub-section will discuss the rate of self-employment
amung women. The univariate analysis will break down women into
” White and nonwhite categories., All women are grouped together in

‘the multivariate analysis.

Iv-1
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1, Ungrouped Data

Table IV-1 presents the ungrouped self-employment rates for

‘. white and nonwhite females. It shows that, for both races, there’

’Wis'generally a higﬁer frequency of self-employment among non-

“” ,gVEtefans; The difference is substantial in the Vietnam period,

‘”f,:bup it declines as we move to the earlier wars, Both white and

I'f'”fnbhwhite'WWII veterans are, in fact, more frequently seli-

Ny emplayed than non-veterans, A smaller difference between veteran

”u-ﬁand non-veteran self-employment for cohorts of the earlier wars

\WWEE qbservad for males as well. However for males, even WWII
Mveteran énlf-employment was below non-vetaeran self-employment.
f-One explanation for this difference between males and females is
wfthat many of the females in the older ¢ohort are those who have
““returhed‘after an absence from the labor force due to child
Ci‘raising, It is possible that these veterans are far more inclined
‘*toward self-employment than their non-veteran cchorts,
) As ‘compared to males, the gap between veteran and non-
‘ﬁsterap:self-emplayment among women is smaller. Furthermore, not
‘éll‘diffefences among females are statistically significant, This
is in part due to the relatively small number of self-employed

“ﬁémala veterans in the population (and in the sample). The

‘ff.fréquency of self-employment for females is about one-third to

'f one-half the freguency for males, The fraquency with which

- - females enter the military is even lower,



Table IV-]

Iv=3

' _SeIf*Emplayment Rates (in percent) for Female Veterans and Non-Veterans by Race and

- Whites
- Ratio (NV/V)

.‘..No.‘Obs.

.. Non Whites

! Ratio (NV/V)
. Ko. Dbs.~
VAllikaﬁesl]
 Ratio (WV/V)
" No. Obs.

: Notea:f

*Denotes slgnlflcantly different from 1.0 at

Vietnam
v NV

3.30 4,35
1.32%
11153 9906

1.04 1.98
1.90%
2590 2320

2.87 3.%0
1.35%

13743 12226

by War Period

Between
v Ww

5.7 6.56
1.15%
5015 4298

1.48 3.26
2,20%
B77 829

5.07 6.03
1.18%
5892 5127

Rorea
Vv Rv
6.37 7,00

1.10
4253 3643

3.53 2.B6
.BL*

- 567 454

6.04 6. 54
1.08
4820 4097

.05 level.
1 The 5elf-empluyment rate for all races in all wars combined is 5.03%.

7:41

10077

6.16
568

7.34

10645

. 7.10
.96
8574

- 4.58
. 74%
459

6.97
1.05
19033
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2. Breakdown by Education _and Age

ZTables TV-2 and IV-3 show self-employment rates by éducation
“.&Adfby age groups. Because of the small numbers of nonwhite,
"sélf-employed female veterans, the group results are shown only
tfuf‘whites. Table IV=2 shows the rates for veterans and non-
 g§é£érans and Table IV-3 gives the ratieo of the non=veteran self—f
témﬁldjmént rate to the veteran self-employment rate. |
Except for the Vietnam period, the differences in female
ﬁ se;f—am§loyment rates between age groups are small. This

fcqhtrasts with the tendency for self-employment rates among males

' Q',to,rise with age within each war pericd, This difference between

. mén;apd‘women indicates that work experience may be less a factor
" in determining self-employment among womean. Also absent for
' females, is the tendency for the differential between veterans

and non-veterans to diminish with age. This suggests that the lag

"i_in,accumulation of business experience due to time in military

B service, is less of a factor for female veterans than it is for '
males.
The tendency of the veteran self -employment rate to catch up

'with]non-vetaxan rate as we move to earlier wars and to exceed

‘ jhthe non-veteran rate in WWII is apparent in most of the age and .

"eiuéation‘groups. It is most visible in the youngest age group-
 and'the iowest education groups, In the highest education group.
~veterans self -employment exceeds non-veterans self ~employment in

each war period.
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Table IV=2

‘“'ﬂelf-Emplayment Rates (in perceat) for White Female Veterans and Non-Veterans by
\ Education, Ape and War Period

Vietnam | Between Korea Lliched

T v NV v NV v w oy W
gt 2 4 5,31 6.58 6.03  6.52 6.8  6.27

% S 3w ksl 5.3 6.09 5.8  7.23 753 6.5

#34151\’ 2.70 4.3 692 6.8 7.0 6.8 6.84 9.9
1%5 S 428 46 8.59  9.14 7.90 7,36 9.56 8.9

ﬁﬁ*. - - b,B4 4,17 7.02 5.87 5,92 7.25 7.33 6.30

%&g ﬁrduplf

a}:ﬂmﬁpl 0 l.es 1,79 5.91 7.68 6.67  6.35 9.84 5,89
Sdpoup 2 - 2,61 4,62 5.19 6.19 6.26 7.60 6,94 7.08
B @Q#up ' 5.02 6.02 6,15 6.59 6.33 6.78 7.57 7.38

Hpres:

f.-fhf Vietnam the age groups are: For WWII the Age groups are:

. Mge group 1 - 22-26 Age group 1 - 49-53

. Age group 2 - 27-31 Age group 2 - 54-58

. Age group 3 - 32 uwp Age group 3 - 59 up

For Between War the age groups are:
Age group 1 - 32-36
Age group 2 - 37-41
Age group 3 - 42 uwp

, For Korea the Age groups are:
i Age group 1 - 41-45
1 Ade group 2 - 46-49
A@m‘grnup;S - 50 up

e T



Table IV-3

Iv=6

‘V“Ratio af Sel f~Emp loyment Rates for Non-Vetarans to Self-Employment Rates for

e Veterans by Education, Age aa

_ Education Vietnam

3 Level (years)
ST L Lea
a2 | 1.29
T L 1.60%
1& R 1,09
';hgé'arﬁugg
- groupl © 1.08
-fér‘:.:hp;‘z'.- » 1.77%
'JGtoup"B o 1,20
ﬁutéﬁ-

la Calculated as % self-employed of Non-Veterans

Between

1.30%

1.07

% self-employed of Veterans

':~2. Bea rible Iv=2 for age groups.

Korea

30 * denotes significantly different from 1,0 at .05 level.

d War Period for White Females

1.08
1.23
0.96
0.93

1,22

0.95
1.2]

1.07

0.9
0.87
1,45%
0. 9%

0.86

0.60
1.02

0.97
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The difference between the education groups is consistent

'ﬁifh”the view that higher self-employment rates among WWII
fkwyéﬁarahs represents the effect of older women returning to the
}Labor force. Highly edugated women are less likely to have left
thé labor force, (since they have prepared for a career) so the
Jrheffécﬁ will be small for them. The general conclusion here is
"?haﬁ'érouping by education and age does no£ change tﬁe basic

" result observed in the ungrouped data.

‘H;‘ MULTIVARIATE ANALYSIS OF FEMALE SELF-EMPLQYMENT

' Pabhle IV-4 shows the effects of veteran status on the

"\ . probability of self-employment. Tt indicates that only for the

" WWII cohort was there a statistically significant difference in

‘ﬁhg pfobability of self-employment between veterans and
nqﬁ—VEterads. In this group, the probability of self-employment
;ié qﬁe parcant higher for a veteran than a non-veteran with the
‘Q;me‘é#pé#ience, education ete. Although the effect of veteran

?ﬁstatuslin the other periods was not statistically significant, it
hf'ﬁaspnevertheless poeitive in each period.

The génezal conclusion from Tablé IV-4 is that after
liéohtrolling for experience, education ete., the likelihood of
"éélfQéhpioymeﬂt among females is slightly higher for veterans.
ﬁHawéVgr, except for WWII, the differences were statistically
\ﬂinsignifi¢ant. This is different from the univariate results

f:whiph showed veterans less likely to be self-employed except for
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Table IV-4

Bffects of Veteran Status, Years of School and Race on the Probability of
Self -Employmant (in percent) for Females

Vietnam Between Korea | W11

éatErah;fﬂll levels 0.4 0.4 0.3 1.0%
F.'iﬁeﬁeran, E-level 11 -0.3 0.5 -4,0 1.4
‘Qgperan; B-level 2 0.3 0.2 —6.5%* 15

" Veteran, B-level 3 0.9 -0.7 -2, 7% 0.0

| Veteram, T-level 4 0.2 -3.1 3.4 -0.9

_ Veteran, E-level 5 1.0 5.2 9. 5% 0.8

. Years .of School 0.3* 0.1 0.2 0.34
. ﬁace: | 1.5 2,7 2,6 1.54
N | 21,251 9,021 7,595 20 172

R .013 .02 .02
i

"1, E-level = Education level

" % Denctes the effect is different fram zero at .05 significance level
- #*Denotes the effect is different fram E-level 3 effect at .05 significance level
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n-”the WWIT veterans Differences in the effect of veterans status

‘::fbetwean educatlon levels were not, in general, statistically

1significant.‘ The tendency, observed in the univariate analysis,

I faihthe self-employment rates of veterans to exceed those of

B ﬁ&ﬁfveteraqs in the highest education group, is not confirmed in
tﬁe multivariate analysis. Wé do observe, however, that education
'\;Lﬁﬁe has a gignificant effect on the probability of
- self-employment. Each year in school raises the probability of
Fu‘sélféemplo§ment by 0.3 percent. The effect of race is

,'sxgnificahtly positive indicating that whites are more likely to

“f'-bé'gélf—em910Y9d than non whites, This was visible in the

h‘uniVa;iatefanalysis and is confirmed here.

l; Comparison of Female and Male Self=employment Rates

As has been noted, women have szgnifiﬁantly lower
‘.self employment rates overall than men. This is true for veterans
.and,nan—veterans, white and non white. There is no surprise in
‘igﬁhis'tesult. However, there is a significant difference that was
‘,entxrely expected. Veteran men, both white and non white, are
‘lass 1nc11ned to enter self-employment than non-veteran men.
3 Vgteran women, onh the other hand, are equally or slightly more
:fincliﬁeq, on average, to enter self-employment than non=veteran
_R‘wémén;' This result, though not clearly predic¢table, is not quite

. a8 ‘surprising, once one realizes that women who become veterans

' ' “are quite likely more inclined to work to begin with. The

‘“:L;géléc;ion mechanism by which individuals are selected for
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y iservice operates differently on men as compared to

'
1
i

i
i
|

@n:mz ANALYSIS OF INCOME

i

;'bie IVv-5 shows the wage and self-employment income for
véteran and non-veterans by war period. BSeparate figures
‘w$ for whites and nonwhites. It is c¢lear that incomes of
Véterans are far greater than those of female non-

‘nsi . Wwhite veterans earn more than white non-veterans, both
%eas and as business owners, and they do so0 in each war

. @onwhite vetarans earn more as wage earners than nonwhite
e&ans in each war period and as business owners in all but
:rikd; The veteran premium in wage income is about 10

t Eor vVietnam veterans, about 27 percent for ﬁetween War

QL and over 30 percent for Korea and WWII veterans. For
pﬁdyment income, the premiums are often greater, though

| far more erratie, Again, the small sample sizes for

| self-employed make the estimates for them less accurate.
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Average Annual Wage Income and Self-Employment Income (1n dollars) for Female

' Wage Income
eﬂﬁitee 

% . difference

~ No. Obas,

- an=Whites

% difference

‘Ro. Obs.

,éif'fEmelee,l

% difference
3_)ﬂo. Obs"

‘Self Employment

Incema

' wh1teeﬂ
. % difference
N@t «Obs .,

" Non Whites

% difference

'No. Obs.

”All'femeiea.zl

+ '% difference
1Nu. -Obs.

" Notes:

'*Deheﬁee % difference is significant at .05 level

Veterans and Non-Veterans by Race and by War Period

Vietnam
v NV
9509 8518
11.6%
10711 9347
8649 7843
. 10.2%
2537 2232
0]136 B388
8.9*
13248 11579
6969 4392
58.7%
368 431
10191 6745
51.1
27 46
:7139 4619
55.6%
395 477

Betwean

v NV

11035 8655
27.5%
4673 3935

11183 8771
27.5*%
858 787

11058 8674
27.4%
35331 4722

6795 5869
15.3
286 282

2732
=-50.1
13 27

5484

6618 58335
13.4%*
299 309

Korea

12261

il.

3915

11215

30.

547

12132

34.

4462

8485
g6
271

5863
86
20

8304

83.

291

NV

20658
1%

3320

8617
1%
434

9042

1*

3754

4549

P 3%

255
3861

.5

13

4516
9%
268

11983
9208
11336
532
11874

9800

7525
747
6615
35
7485

782

8067
36.2%
7804

8412
34, 1%
432

9033
31.5%
B236

5810
29.5%
609

5238
29.5
21

5791
29,2%
630

'1 Far ell wage earning Female veterans in all wars combined, the average annual wage
: innome is 510 674.

.2..For<a11 Femzle self-employed veterans in all wars combined the average annual

. gelf-employment income is $7,407,
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Table IVv-7
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Effacts on Wage and Self-Employment Income for Pemales for All War Periods
(Entries are percentages expressed as decimals)

" Varisble

Vqte;aﬁ
 Years in
schaol

Experience

:
"r

.Eipéfiéncgf
Squafad

dav;:al
Stﬂtuﬂ

Race ..

Nates:
ares

1.7 Includes

(a)
Wage Income
'1‘1 NT2
L Q9w - 29%%
(.01} (.03)
. DG ¥ - 13%F%
(.002) (.004)
~. 0001 . D008 %
L(.001) {.003)
. 00003 00015
{.0006) {(.00006)
-, 11+ -, 40wk
{.01) {(.02)
, 00086 .03
(.0Ll5) {.03)
58,112
.93 .69

affécts of hours and wveeks worked,
24 Excludes efoCts of hours and weeks worked.

‘Sngudardvernnra are in pareathesis

- *'Denotes significant at .05 level
** ‘Denotes significant at .01 level

Self-employment

+ 36

NT

.20
(.19)

. 56 %%
(,026)

, 059w
(.025)

-. 0009
(.0004 )

| 56**
(.15)

-.12
(.30)

2,349

.18
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xﬁrefious“tables are observed in each of the education groups,
H: ‘fal§h§ugh.there is some tendency in the Korean and WWII periods
g fof the differences to be smaller among the more educated women.
i‘ﬁ fhé\émalier vetarans premiums for more educated women is
"ﬁ:"ﬁonéistent with the notion that part of the female veteran
| ﬂﬁrémium can be attributed to a self-selection process where more
Vf.‘éareefhoﬁiented women join the military. We suspect that
,jf\u“ﬂéreer~6%iented women are less likely to leave the labor force
I ffof:extended periods and more likely to have full time jobs. More
‘IV:ﬁigﬁ;y educated women are also more likely to have thase
 @§ﬁtributes than less educated women. To the extent that vetsrans.
T'Iététus.and education overlap as indicators of career orientation,
fthe difference between veterans and non-~veterans will tepd to be
!br éma11er fcr more educated women
o . 'The positive veterans premium for self-employment income
*f'iﬁééherﬁlly holds up in each ¢f the education groups, however, the
'”“gmal; number of self-employed women veterans cause comparisons

-;'be#ween groups to have limited wvalue.

.D;” MULTIVARIATE ANALYSIS OF WOMEN'S EARNINGS

1, All Wars Together

‘Table IV-7 presents results of the multivariate analysis for.
'ﬁ]wageiapd self-employment income for all wars together. For wage

' intome, veterans earn significantly more than non-veterans and
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this confirms the univariate results. Accounting for time worked
'_'ﬁékés;é big\difference for women, since the veterans' premium is
3i;29tparcent of annual earnings but only 9 percent of hourly
f.ﬁ%érnings.“The control for time worked also significantly lowers

7£héﬁposi£ive impact of education, and the negative impact of

,”fiﬁarital status. The fact that the effect ¢of marriage is negative

| "\-byfitaelf.is very interesting because it is exactly the opposite

E:bf‘whét,was observed for men. Men received large earnings

o preﬁiums from being married, while women sacrifice significant

inénme poésibilities when married. The interpretation of the

V'Smgller negative impact on the hourly rate of pay is that married :
:ﬁbﬁéq'wbrk less per year than unmarried, all else constant, This

”ﬂ.result is not unexpected.

|  JFoning at self-employment income in Panel (b) of Table

 5i§rf, veterans again earn more than non-veterans holding censtant

other variables. The estimates of the veterans premium are less

' . robust than for wage earners and only the estimate obtained

Tf while contrelling for time on the job is statistically
:‘significant. However, that estimate of the veterans premium on
a éélf—emplﬁyment income iz 28 percent and is higher than the 9

' ‘pércenp premium on wage income, The positive veterans premium

. rémpng the self-employed is consistent with the earlier finding

.. than among women, veterans are more likely to enter

self-employment than non-veterans, This contrasts with the
.flfihding for veteran men, who were less likely to enter
gelf-employment, and received no premium when they did.

The marriage effect is again large and negative, a finding



i
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ﬁhat thiﬂ'time is not significantly altered by accounting for

©pime ﬁnrked. One might gather from this that married,

#alf-emgloyed womeﬁ are involved in quite different and lower

[Py VR R o e o e R o 2
ST LEHD TR LERT O A AR e R TR

-'paying occupations than their unmarried counterparts,

i ; 0vefall, the effect of race is insignificant in all cases,.
eiﬁiihmugh the sign is negative among the self-employed. If
;%ignificant, this would indicate that women who are nonwhite and

‘self-employed earn more than white women,

AR S SRR

- 2. Results by War Period: Wage Income

: mise e i R e e
S A

The results by war are in Table IV-8. When time worked is
‘~%at qontrpiled the effect of veteran status is to raise wage

?@ncame by between 22 percent and 35 percent, The effect is

-?}a«“‘—

“.ﬁargest for Vietnam. Looking at hourly earnings, the impact of
”‘ﬁeteran status on wage earnings is much smaller -- between 6

percent and 10 percent. It is smaller for Vietnam than for WWII

-px Rorea.

IS R S R

- The R2 figures are high, but much of the variance is

xR i

Expiaineé by differences in weeks and hours on the job. Even

without time variables, however, it is clear that these equations

e a I

. o o
st ss T RE e Es Ams

" pyplain female wage incomes well.

“ 3. Results by War Period for Self-Employment Income

P TS VO S

The regression results for self-employment income are in

ﬁ= gmahle' IV-9., The sample sizes are guite small, and thus many




Variable

. Ihcludss effécts of weeks

: '2 Emll.ﬂes effects of weeks

Table IV-8

Effects on Wage Incame for Fawmales by War Period
(Entries are percentages expressed as decimals)

Vietnam
Tt Nr?
;06** et
{.02) (.056)
7% 7%k
(.003) ' (.007)
L005%  — (17%%
.002) {.006)
-‘Da -.35**
(.017) (.04)
67 .80
‘1(|33} ‘DWJ
=15 -, 05
G2B) 0 (.40)
- 30 -.53
{.31) {.50)
20,618
T .93 .60

N Etandard errors in paventhesis

Batweern

T

. 006
(.04)

L07%%
(.005)

-, 2%

(.007)

-, L3 nE

(.03}

.25
(.52)

.31
{.43)

.07
(.51}

8,

.92

L k= danqtes s:.gni.ficant at .05 level
% - denptes significant at .01 level

NT

o 22%
(.08}

13

(.01)

016
(.014)

-, 43

{.06)

-.06
{.67)

-121
(,55)

.07
(.70)

639
.68

and hours worked.
and hours worked,

Korea

T

.067
(.04)

M T
(.0057)

.07

(.017)

- 16%%
(.03)

.83
(.51)

16
(.41)

-.10
{.66)

7,259
.93

NT

Wb
(.08)

097%*
(.01)

- 14w
{.03)

'143**
{.08)

1,20+
(.66}

-, 04
(.33}

.20
(.84)

.73

Iv-17

WWII

T NI
L 10%* 25k
(.03)  (.05)
L, 06%% L10%*
(.004)  (.0077)
tlB'* ™ 21**
(.02)  (.04)
JBRE. 434
(L019)  (.037)
~12 .03
(.30) (.40
-.10 15
(.25)  (.34)
.14 .15
(.44)  (.60)
19,242
83 .75
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. Varighle

-V#teﬁad
‘Years, of

© B¢hool

- E;bériénce

‘Marital
Status

‘Lozated in

south

‘Located in:

. West
‘Baze - .

N
‘R

v

2

Notes:
.m——ﬂ#

Tahle IV=9

Effects on Self-Employment Income for Females by War Period

(Entries are percentages expressed as a decimal)

Vietnam
ol w2
W43 -.27
(.27) (.42
0Bk J13we
C(.03) (.05}
004 .07
(.03) (.05)
“053* _1-10**
(.20) (.30)
L67* .80
(.33) (.50
-.15 ~.05
(.25) {(.40)
~.30 -.53
{,31) (.50)
633
66 7 .18

Between

T NI
“-29 --53
(.38) (.50)
.04 .03
(.05) (.07)
-. 13 « 04
(.07) (.10)
_028 -139
(.33) (.43)
'-25 -noﬁ
{.52) (.67)
.31 -, 21
(.43) (.55)
.07 07
(.51) (.70)

405
45 .18

':i.‘ Includes effects of weeks and hours worked.

?."Exdlﬁdes effects of weeks and hours worked.

_ Q:aﬁdard;errnrs in parenthesis
+ ‘% = denotes gignificant at .03 level
%% = denotes significent at .0l level

t

Korea
T NI
L94% 1,63%
(.40) {.51)
.02 « 04
{.06) (,08)
--09 t°6
(.18) (.23)
=, 78%k -.73
(,33) (.40)
«83 1.20*
(.51) (.66)
016 -.0&
{.,41) (.53)
-, 10 £20°
359
50 « 20

Iv- 18

WWII
T NT
.19 .17
(.21) (.29)
026 —.020
(.034) (.046)
.19 43
(.17) (.23):
-40  -.35
(.17) (.23)
‘.12 _103
_110 015
€.25)  (.34)
W14 .19
(.44) (.60)
953
.61 .26
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'L:cﬁéfﬁicients are insignificant., With time variables controlled
'Vetefan premiums for Korea and Vietnam are significant or close
" Eéysignificance. Korea and Vietnam also show large veterans
.pfemiums, but since the sampling error is large, very low and
1§gtg high premiums both fall within the conventional confidence
 xiﬁLeruals.
| We conclude from Table IV-9 that there is evidence of a
:'pdéﬁnive premium for self-employed female veterans. This evidence

' was not found for white or nonwhite males,

'mepérisQn to Males
| Male and female earnings differ in one obvious respect --

fprmen‘earn less than men. This is due, in part, to different
ﬁéeks &nd hours worked. The average woman works about half the
.“ﬁqmﬁar weéks per year and hours per week as the average man. The
"ihciaepce of part-time work and spells of unemployment are
R grgater for women than men, Differences between women in this
'feséect are likely to account for a greater portion of income
' 'éiffﬂrence than would be the case for men. -
o ’Téble IV-10 gives a summary of the veteran premiums for
;  Wﬁife males and all females, For wage income, veteran woman earn
 “fl§fgér prem;ums than veteran men, There is also a much larger

_ efféct of time worked on £he veterans premium for women,
1hdica£ing that veteran women work much longer relative

‘hon-veteran women than veteran men do relative to non-veteran

‘:,,men,- As pointed out above, this probably reflects ﬁ selection

‘mechanism, wherein women, who are always volunteers for military

‘égrﬁiée, (ags opposed to men who are often drafted) have different



Table IV-10
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;"ﬂ GQﬁParisQn of Veterans' Premiuml {in percent) for White Males and Females by War Period

Hourly Earningéi

Annual'Earnings3

Hourly Earnings

. v Men Women Men
:j-?éfiod
: f@iiiwa}é, 524 0.0+ 7.8%
]"ﬁieuﬁég‘ t 3.7%  6.0% 6.5%
L Betveen .- 2.0% 0.6 4. 0%
CKorea . - 5.6% 6.7 8.0%
. WQ:£': o 8.8% 10.0% 12.8%
. Nofegif‘

Women Men Women
29.0%* -0.5 28.0%
35.0% -1.2 43.0
22.0% -2.5 -2%9.0
23.0* -6,0%  94,0%
25.0% 3.8 19.0

"1, Estimates are derived from the multivariate analysis

;2;‘:iﬁé1udas effects of weeks and hours worked

4

* Deﬁotes significant at .05 level

i

cn

:3$I:Excludes effects of weeks and hours worked

Annypal Earnings

Men Women

=4.0% 20.0
-5.3 =27.0
-G.4 —58.6
~7.7 163.0%
=3.3 17.0
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”:xjab‘aspiratians than non-veteran women.
| For éelf-employment income comparing Tables IV~ and II-10,
 'ﬁhite;vétéran men earn (insignificantly) negative premiums, while

- in the "all wars" category, veteran women tend to earn a positive

'-E ﬁréhium; Although the positive premium for female veterans is not

'jéfétistieally significant in most of the individual war pericds,
it 'is significant in the estimates for all wars combined. Small
3$amp1e size is likely to be responsible for the insignificance of

" the individual war coefficients for self-employed women.

B, -SUMMARY OF SECTION IV

" We have seen that veteran women are less likely to be
- self-~employed than non-veteran women after controlling for
education, experience, etc, Howaver, the Jdiffarences between

; véterans and nonveterans are statistically significant only for

"\{“IWWIIVﬁhere veterans were more likely to be self—empioyed. We have

-alsn' saen that women veterans earn higher incomes than their
" non-veteran cohorts. Controlling for time worked, the veterans

T premium is 9 percent for wage income and 29 percent for

"uﬂsﬁlf-emplcyment income, in all wars combined. The wage premium

.- was about 6 percent for Vietnam and Korea and 10 percent for
. ﬁWiI; A 'premium was also observed for self-employment income,

- though it was not statistically significant in each war period,

:?flén_pgrt because of the small sample sizes. For all wars combined,

/. however, the premium was marginally significant. In virtually
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. ... every case the veterans premium for women was larger than for

R ,meh; To the extent that this premium results from job training or

 sg:eenin§ provided by the military, its existence signifies that
J;miliﬁéry experience is especially helpful to women, It provides a
Lﬁehicle by which women can attain better jobs and move toward
'_ ihcbme parity with men. However, we caution that because women
":giﬁayé éblunteer for military service, the large veterans'
'»ﬁetmiﬁm‘for women could be the result of a self-selection

_ process.



SECTION V

ANALYSIS OF THE DISABLED

fhis'section covers disabled white and nonwhite males as a

'group, The number of disabled female and nonwhite veterans was

' too small to allow a separate analysis by sex and race. Therefore

the'analysis below only considers male disabled.
| ‘” Unlike race and sex, disability is not a homogensous classi-
J‘:ficatiqn.\ Since the extent of disability varies from person to
f““pe;sﬁq, comparisons between groups of disabled persons must be

';ntefpreted with caution. Our comparison of disabled veterans and

-‘\,‘nonWVEteréns is valid only to the extent that the average dis-

'abiliEiESJin each group have the same effect on income and self-

" amplnyment,

" A. . UNIVARIATE ANALYSIS

., 1, . Aggreagate Data

Table V-1 shows the self-employment rates of disabled male
véterans and non-~veterans. The figures follow the same pattern
',ubééfved in previous groups. Veterans are less freguently

,self-employed than non-veterans but move closer to parity the

.. earlier the war. For Vietnam, the self-employment rate is 9,5



Table V-1
1]

self Empluyment Rates {(in percent) for Disabled and Non-disabled Male Veterans
and Non-Veterans by War Period

Vietnam Between Korea WWIl
N v NV v NV v W v N
:Dlﬁﬂbled Males 2]
iz Self employed 9.5 13.7 13.2 17.9 15.6 21.4 19.4 C23.2
'}fg;:;p‘nvxv L. bb* 1.36% 1.37% 1.19%
| \;N\gL,.- 28,646 9,047 18,259 6,903 24,487 4,082 51,247 4,160
 Nondisabiad ¥
;z'éérérempioyga 8.1 12.2 12,5  16.1 14.1 17.0  16.4 18.4
,Ratio N/V 1.51% 1.29% 1.21% Lo12¥
'Qﬁf'“ﬁ | 452,390 173,119 61,863 120,210 300,525 49,543 461,246 43,8
fi;{‘zlﬁcludes ‘white and nonwhite males

. *Denptes significantly different from 1.0 at .05 level
For disabled veterans in all wars combined, the self-employment rate is 15.4%
" For non~disabled male veterans in all wars combined, the gelf«employment rate

g 12.7%



.j‘pércént for veterans compared to 13.7 percent for non-veterans.
. This means that veterans are only two-thirds as likely to be

'xsEiﬁﬁemployed as non-veterans. For WWII, the self-employment

t 4

 raﬁés for veterans and non-veterans are respectively 19.4 percent .

‘énd_23.2 bercent.

2. Comparison of Disabled and Non-disabled

.Mﬁst of this study deals with comparisons of veterans and
'\ﬁdn;veterans. However it is worthwhile at this point to compare
“"all disabled and all non-disabled. In Table V-1 we can see the

?  $é1f;employment rates for disabled males and for non-disabled
ig}méies: This allows us to compare the average self-employment rate
\ iéf‘the.diéabled to the non-disabled. We observe that for both
‘fz,vétérads and non~veterans, the self-employment rates of the
aisabled are higher than those for the non-disabled. 1In other
crds, dlsabled individuals are more likely to be salf~amployed
than non-disabled. This pattern holds in each war period but it
Ls stronger in the earlier war periods.

Apparently business ownership is a more preferrea option for
"-;fﬁe disablad. One explanation is that self-employment gives more
'}=7£1éxiﬁility in adjusting to one's disability. An example of this
' wbulﬁ be an individual who works out of his home because his

 “'disability limits his travel.



'3, Breakdown by Education

Table V-2 breaks down self-employment by education and age.

':,,First we see that for both veterans and non-veterans, self-

' éﬁployment rises with education and with age, Also, differences

- ’bétWeen the self-emplovment rate of veterans and non-veterans

:‘dimlnlsh as education increases in 'all war periods, For Vietnam,
the difference (as indicated by the ratio NV/V in Table V~1) also
'dimlnishes with age. The most important point is that grouping by
Zagé‘énd’éducation does not change the conclusion, drawn from the |
zruﬁgroubed data, that veterans are less likely to become self~

“empiéyed.

’B. MOLTIVARIATE ANALYSIS OF SELF~EMPLOYMENT

1. Disabled Veterans and Non=veterans

Table V-3 contains the results of the multivariate analysis
of the probability of self-employment. It shows that veteran

. sﬁétus clearly inhibits self-employment, In the Vietnam, Between

C ,ghd Korea periods, the probability of a veteran being self-

' émpinyed:is about 5 percent below the probability of a

' non=yeteran being self-employed. For the WWII pariod, the same

"p;pbability is below by 2.5 percent. These results are quite
. consistent with the univariate results which shows differences in

" self-employment rates of a similar magnitude and with a-similar



Table V-2

”.Self;Emplﬁyment Rates (in percent) for Disabled Veterans and Non-Veterans by
‘ Education, Age and War Period

Sl

RS

- 12‘._

group

o Vietnam Between
. " Education
. Group : v NV v NV
B S I B.49  12.44 12,21 16,63
8,50 13.87 12,42  19.67
13-15 9.33  14.29  12.93 17.67
12.09 14.56 17.16 21.02
16w 13.53 15,39 16.41  17.93
f,ﬁga'cfoﬁgld
- Group. ! 4,11 6.85 1,63 13,97
. Group 2 7.61  11.37  12.63 16,52
Group 3 10.95 15,62 13.75 19.27
Notes:
For Vietnam the age groups are: For
" Age group 1 - 22-26 Age
_Age group 2 - 27-31 Age
“-Age group 3 - 37 up Age
-?of Between War the age groups are:
- Age group. 1l - 32-36
. Age -group’ 2 - 37-41
- Age group 3 - 42 up
A“”Fﬁf’Korea the age groups are:
Age group 1 - 41-45
- 'Age group 2 - 46-49
' Age 3 - 50 up

Kores
v NV
14.43 20.13
153.17 23.25
15.67 22.10
17.03 25.44
19.94 20,83
13.59 18.62
i5.86 20.38
16.00 23.11

WWII the age groups are:

group 1 - 49-53
group 2 - 54-58
group 3 - 59 up

£

v
18.15
18.45
20,17
23.12

25,83

17.56
18.59

21.19

NV

21.94

26.10

30.47

21.63
23.34
23.75
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R

Notas:

on the Probability of S

Vietnam

-.053
(.004)

.004
(.0004)

.00001*
(.0006)

.048
(.0037)

. 040
(.004)

22,188
.22

Table V-3

Batwean

~,055
(.005)

.0017
(.0006)

.0024
(.001)

.050
(.004)

043
(.006)

18,508
.23

Koreaa

-.050
(.005)

.002
(.0007)

.0050
(-002)
.045
(.005)

046
{.007)

15,755

.24

alf=-Employment Estimated from Regresion Amalysis fo.
All Disabled Males

W11

-.025

(.003)

.003
{.0006}

Q10
{.003)

.045
(.004)

.042
(.005)

32,687
. 2L

1. Effects are percentages expressed as a decimal (i,e, —.053 = =5,3%), all effects

. are statistically significant at .05 except those indicated by an asterisk,

| Effects .are regression coefficients estimated using the eguation described in
" footnote #4 of text (all notes are at the end of Section VIII).

dpzétanda;d.efrors in parentheses



‘?ﬁféﬁﬁ betwaan war periods, They suggest that veteran status
":"réﬁudeé the likelihood of self-émployment by about a third,
b .In all cases increased education positively affects the rate
i)bﬁ ;elf;employment. .An intéresting result suspected in earlier
1‘dLSCussicn§, is the importance of labor force experience. In
3  Vietnaﬁ; e%perience is unimportant in determininé
“sélf;éﬁployment, all else constant, However, in the three earlier
L;ﬂﬁrs}“it is increasingly important, and statistically
\{fsigﬁificant. The older the disabled worker, all else gonstant,
'atne nore 1ikely he is to take self-employment. '
If one is married, there is a strong positive influence
\K]pﬁwardise;f—émployment that is consistent across wars. Finally,
5whiﬁe’males are more likely to enter self-employment than

. nohwhites..

7. 2, Comparison of Veteran's Effect for Disabled and
| Non-disabled Males

| Comparing multivariate results in Table V-4, the veteran's
'effgéts are similar across wars for disabléd and non=-disabled,
'éxéépting WWII, where the negative impact is greater for the
"”ﬁnﬁ+diséblgd. Thus a lower likelihood of self-employment of
',vetefans relative to non-veterans exists for both the disabled

v aﬁd-pon—disabled. The magnitude of the impact is about the same

’); in each case. This suggests that disabled and healthy veterans

,‘fiﬁd self- employment an equally less attractive alternative

'ﬁompared to their non-veteran cohorts.



Table V-4

’:'JEffectsl‘of'Veteran Status on the Probability of Self-Employment for Disabled and
A Non-digabled Males by War Period

. Variable Vietnam Between Korea WWII

" Nemdisabled -.063 -.058 -.058 -, 051
- White Males (.0014) (.002) (.0024) (.0022)
A1l Disabled -.053 -, 055 ~.05 -.025
,imdtesr

.Si.:Effects are percentapges expressed as & decimal (i.e., -.063 = 6,3%)

’ffStandard errors in parenthesis
w7 All effects are significant at the .0l lavel



'C. UNIVARIATE ANALYSIS OF INCOME

1; Aggregate data

| 'Téblé V-5 shows the wage and self-employment income for
- ﬁisﬁblaﬂ veterans and disabied non-veterans. For wage income,
Iﬁeﬁerans earn more in each war period, The difference is 10.3
'l_ﬁe§QEnt in the Vietnam period and rises in each war period,
'7-faa¢hing 24.4 percent for WWII, For self-employment income,
; .veteféﬁé earn slightly less than non-veterans in the vietnam and
‘ Bétﬁeen periods, but substantially more in the Korea and WWII
'_éérinds. . These results show no evidence that disabled Vietnam
'ﬁ”veterané have fallen behind their non-veteran wage earning
:édunterparts. In self-~employment they ére slightly behind, but no
m&ré than non-disabléed veterans lag non~disabled non-veterans

. .(see Table II-6).

! §

2. Breakdown by Education

Table V-6 shows the breakdown of wage and self-employment
indamé byieducation groups. The higher wage income for veterans
“is‘gttenuated when education is held constant. Veterans continue

L pégghéwdhigher incomes at the lower education levels, but they
:igﬂéﬁe:lbwer incomes in the middle levels and only slightly higher

wage income at the higher levels, The pattern is the same in each



Table V-5

V-10

IAverage Annual Wage and Self- Emp10yment Income (in Dollars) of All Disabled Veterans
' and Non-Veterans by War Period

. . Vietnam
v N
o - 1]
.. Wage Income " " 12,511 11,340
% difference . 10.3%
w2 25,683 7,687
el E-Eumslovpent 3)
. SelE-Employment
Income. 8,173 8,318
% difference -1.7
N 2,714 1,236

', ‘Notes:

 *Indiecates % difference is mignificantly different from 1.0 at

Between

v NV
14,605 12,777

14 . 3%
15,686 5,567
9,217 9,334

-1.3

2,417 1,239

. Koréa I1
v NV v RV
14,734 12,713 14,502 11,657
15,8% 24 4%
20,425 3,138 40,714 3,123
G,243 8,504 9,17% 8,110
B.7¥ 13.1%
3,821 B74 9,960 96"
05 level.

\i. For.-all war periods combined, the average annual wage income of veterans is

o 814,065,
2. N = sample size

3. For 8ll war periods combined, the average annual self-employment income of

vaterans is §9,052.



Table V-6

V=11

' . AVerage Annual Income from Wages and Self-Employment (in Dollars) for Disabled Male

Veterans and Non-Veterans by Education and by War Period

Wage‘Income Vietnam

Education v N
oo Broup .
-d~ir' | 9,597 7,956
R TT 11,801 10,985
: 1?13—15- - -12}&43 13,069
Sl 15,758 ‘T, 716
17,108

L e 17,714

. EEif;ﬁmployment

' ‘Iﬂnﬂ.ﬂm.ﬂ E
. Education
.+ Grou

eIl 7,291
ol 7,358
© 1315 7,532
S 9,356
B T 12,063

7,759
7,904
8,414
7,627

11,302

Betwaen Korean
v NV v 8V

11,329 9,246 11,657 9,712
13,639 13,376 14,073 14,113
14,706 15,408 15,455 16,395
19,065 21,273 20,245 22,181
21,099 20,969 21,832 21,001
7,573 8,238 7,790 7,560
8,642 9,494 8,742 8,882
8,370 8,660 8,658 10,068
10,304 11,091 12,994 5,850
14,247 14,370 13,022 14,160

WWIL

11,572

14,467
16,116
21,156
22,437

7,678
8,701
9,000 '
10,814 |

15,527

9,261

13,206
14,774
20,550
22,496

6,868
9,523
8,708
9,903
12,258
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fwar'pgriod reinforcing the similarities by war encountered in the

‘ﬁiscussion of selfnemploymentlrates.. In fact, the patterns with

Atespact to wage income levels and self -employment rates are so
'":similar that one might consider all disabled as drawn from the
;saﬁg‘éample.

| Considering self-employment income, veterans do worse in
“ﬁn;éthtéﬁariea than not, Interesatingly, ceollege graduate

,yefﬁrans‘(level 4) do consistently better than nnn—Qeterans.
._:Reéall théh non=-veteran self-employment rates were.highest in
,:phis catégory. Notice that the income levels at education level 1
'2afé constant across wars, while for education level 5 they are
?lsing, This is the expected result, discussed in the section on

:"whi;g nales.

DL MULTIVARIATE ANALYSIS OF INCOME

‘,” 1. All Wars Combined

‘fablé v-7 presents results of the regression analysis of
" wﬁgé and Belf -employment income for all wars combined, For wage
’ ﬁﬁcb@e, the veterans premium is positive and fairly large in size,
::‘;is ﬁercent in terms of hourly earnings and, 25 percent in terms
“éf aqnqql_aarnlngs. In this regard, veterans who afe disabled
‘diéplay the pattern of all previous groups; they work longer per
:vféQr\(in wage employment) than their non~veteran counterparts.

jThéré,is a large positive premium in wages due to being married
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Table V-

V-13

Effects on Wage and Self-Fmployment Income Estimated from Regression Analysis for
All Digabled Males for All Wars

’ ?ar{aﬁlé

vatéran_

* ars in

- schdoel
'Expgiﬁehce

. Experience
Squared

‘Marital
~Btatus

" 'HRace

Wage Income Self-Employment
7% NT® T NT
L15%% 254k .011 -, 064
(.03)  (.05) (.068) (.08)
L0394k L0794 . 024 .055%
(.002) {.003) (.009) (.01)
—.015%% -, 0l6%* -.005 .009
(.002) (.004) (.01} (.oL)

. 0001 . 00007 -, 00009 -.00036
(.00004) - (.00006) (.0002) (.0002)
. 25%% . 55%% L1 - . 56%%

{.015) (.02} , (.07) (.09)
L09%+ L350 .07 - 27
(.02) {.03) (.08) (.18)
79,553 9,565
.82 .62 .52 .25

Effects are percentage effects on income expressed as decimals (

1.
‘2. Effects on hourly earnzngs
3.

Effe¢ts on annual earnings.

Standard errors in parenthesis

*Denotes significant at .05 level
**Denntes s;gn;flcan: at 0l level

i.e. .15=15%)
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,ﬁhat is larger still in terms of annual earnings. Race is also

;éighificant in this eguation. Whites whe are disabled earn more
'f'ghanvnonwhites; 9 percent if time worked is accounted for, 38
' percén£ otherwise. The larger effect for race without control for
' time worked means that whites worked more per year than
\\nanwhites}l Finally, the rate of return to education is measured
1he@e'as a modest 3.9 percent.,

| The results for self-employment income are less conclusive.
A? Qith the other male groups, there is no significant veteran's

' éafhings premium in self-employment,

.2. Rasults by War Period

- ‘pables V-8 and V=9 contain the results by war. Table V=8
" pontains the results of wage earnings regessions. All else
‘VTCGnstaﬁt, veteran disabled 2arn much more than non=veteran

‘v”aisabledm The premium is largest for Between, and Vietnam where

o it ranges between 18 and 34 percent, In terms of hourly earnings

' WWII has the lowest premium at 12 percent. Table V-8 confirms
!ftﬁe univariate analysis in showing positive veteran wage
i.fg;émiums.
The pfemium in annual wage earnings is higher than the
‘,fréﬁium in hourly wage earnings in all war periods but Korea.
“Ehié-means that Korean War disabled veterans tend to work fewer
wﬁburs,than their non-veteran cohorts. This could be a cohort

‘ uefféct, with Korea just entering a period of relatively declining

‘health among the veteran disabled. Recall, we have no data on the
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Table V-8

ml on Wage Income Levels Estimated from Regre5310n Analysis by War Period for
All Disabled Males '

Vietnam Between ¥orea WWII
7?2 NI T . NT T NT T NT

L 18%* . 34% 21k 30 L15%% .10 L2k 224
(-03) (-05) (QM) (-DE) (-04) (-05) ’ (-03) (0.04)

» Oy . 09wk L033%k ,077%x AT L0775k D45k DB4*k
(.003)  (.005) (.004) (.006) (.005) (.007)  (.004) (.0064)
-, 013% - 015 -, 03%% — QfWk —.03%F -, 08%k - 0B¥S _ 204+
(.004) (.007) (.009) (.014) (.017) (.026) (.02} (.01

L D5%E . Bh*k L25%% 5]dk 193 .55 L22%k  _50%%
(.028)  (.04) (.03) (.05) (.03) {.05) (.02) (.04)

L077%% 449k .11 ik .07  35%% J0* 2%k
(.035) (.053) (.04) (.07) €0.5) (.07) (.04) (.06)

20,224 16,444 13,900 31,036

.83 .62 . 84 .63 .84 . 63 .79 .57

#ects are percentage changes in income expressed as a decimal
feets ont hourly earnings.,
fects on annual earnings.

d errors in parenthesis
# gignificant at .03 level
reg eignficant at .0l level




Effecﬁs;

. Variable

,f‘Vétetaﬁ
. Years in
. Bchool

" Experience

Mazital

';‘,Sta:us

- HNotes
| m——

Vietnam
T2 NTB
--096 _120
(.17) (.20)
.019 .05%*
(.02) {.02)
-1_018 --02
(.02} (.02)
_-05 051‘*
(.15) (.17
.16 .33
{.13) (.29)
1962
45 .23

Table V-9

Between
T NT
-.25 -,16
{.17) (.21)
.01 .05%
(.01) (.02)
046 .03
(.04) (.05)
-.037 Nyl
(.15) (.19)
-,59 -.38
(.39) (.37)
2063
.52 . 26

T

-017
(.15)

-03
(.02)

-, 10
(.08)

_108
(.16)

04
(.29)

« 53

Korea

NT

-,08
(,20)

07%
(.03)

‘ _i16

1854

(.10)

W34
(.21)

—.22
(.37)

.22

N Effects are percentage changes in income expressed as & decimal

2, Effects on hourly earnings.
3. Effects on annual earnings.

- Standard errors in parenthesis
* ‘Depotes significant at ,05 level
**Denotes significant at .01 level

V=16

on Self-Employment Income Estimated from Regression Analysis by War Period
for All Disabled Males

WWIL.

T ' NT
.16 =,08
(.12) (,15)
.025 .03
(.019) (.02)
"'|13 _i17
(.09) (.11)

17 .59+
(.14) (,17)

~.19% -,40
(-09) ('130)
3686
.53 .26
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. extent-of the disability per worker. Years of school again have a

Ili‘ positive impact on earnings, though the coefficients are low, The

' Eates'of return to disabled schooling should be lower, since
" . jnvestments in schooling were largely done before injury, and

hence optimal ex post schooling levels would have been lower as

'ﬂi-lﬁéll, ' Again, highly educated disabled work longer hours.

‘ ._Expefience has an interesting effect, All else constant, it

_':ﬁié‘negati%e, indicating that disability increases with age. The

fx{éffa¢f is larger the earlier the war, This is consistent with the
"réép;ﬁsdfqr all wars combined where experience lowered income,

h :bﬁﬁ at a decreasing rate.

_The coefficient on marital status is again large and

‘:j]pps;tivé. And finally, white workers who are disabled earn more,

and appear to work longer hours.
‘ ' This last observation supports a favorite theme - in this

- &éSE:with a twist. It has been argued that better jobs are held

‘- hy £haée who work longer hours, all else constant. Thus the
"effgqp.of'the time worked variable5 are c¢ritical. 1In Table V-8,
;gﬁite3males work longer (since the race effect is greater for
T'“énnual garnings), and it 1s very likely the case that they have
‘i ,tﬁefbetter'jobs, for a host of reasons, This lends support to the
‘j&iéw expréssed earlier that veterans hold the better jobs, all

“élse constant, and are thus either better trained, within

!'_',educational category, more able or both,

. . Turning to the analysis of self-employment income in Table

Y¥-9, we receive confirmation of the univariate analysis - veteran
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l:’dc§9fficient$ are all negative, save WWII. However because of the
| :ﬁéﬁali sampies, the results are not statisitcally significant.
"f | .-Schooling has a positive, though again, insignificant
'ﬂéﬁfecf, while again, experience has a negative influence. Marital
| ﬁstatus has a mixed effect, as does race,
_Generally, the self-employment equations have a difficult

:‘ftime,explaining very much because of sample size problems.

3. Comparison of Income Disabled and Non=disabled

| We have seen that disabled veterans earn more in wage
'? iﬁcome, all other things constant, than disabled non=veterans, We
xﬁow consider how the income premium for disabled veterans
; compé:es*£o the income premium of non~disabled veterans, Table
'V;;G.Campares the veteran's premjiums for disabled males angd
Kﬁﬁﬁfdiéabledlwhite males, by war period and for all ﬁars
‘together. These premiums were all estimated using regression
aﬁaiysis, '

| .Comparing wage incomes, the disabled benefit more from
'}miiitary service relative to non-disabled. For all wars together,
‘\the’prgmium in both heurly and annual earnings is roughly three
E"ftimgs as large fér the disabled., The effect of includiné time
ﬁvériables is theraefore the same for both groups. By war the
':résults are similar, except for large differences in the Between
‘fﬁwar'group, where disabled premia are eight to ten times larger
,Vﬁhaﬁﬂfor non-disabled. This probably is related to the lack of

actual combat in this pericd, Finally, for non-disabled veterans,
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Table V-10

Camparlsnn of Veterans Income Premium (in percent) for Disabled and Non-Disabled
White Mzles by War Period

R

Wage Tncome Self-Emgloannt Income
Hourly' Annual? Hourly Annual

. n Non~ Non=- Non- Non~
’ Egzigi v Disabled Disabled Disabled Disabled Disabled Disabled Disabled Disabled
AL waFs  S,2% 15 . 0%k 7.8%  25.0%%  -0,5 1.1 -4.0%#  ~6.4
V:.etnam“lf-l,‘ 3. 7%k 18. 0%+ 6.5%  3,0%  -1,2 -9.6  -5.3 -20.0
Between © 2,0% 21, Qe 4.0%  30.0%%  -2,5 ~25.0  -6.4 ~16.0
qu-re.fa_ L s 15.. 0%+ 8.0%  10,0%  -6,0%  -17,0  -7.7 -8.0
'“iw;::' ST g,k 12, Ot 12,84  22.0% 3,8 16.0  -3.3 8.0

" - #*Denotes signficant at .05 level

#**Denotes significant at .0l level

1y Includes effects of weeks and hours worked
2, Exeludes effects of weeks and hours worked
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‘, thé premiums are larger the earlier the war, while for disabled
‘Veté;anﬁ the premiums are smaller the earlier the war,

| ‘Fo: self-employment income, all premiums are insignificant

"iaxcept for a small negative impact on self-employment income

:\:among the non-disabled when time worked is not accounted for, in
u thé_All.Wars sample. The point estimates, however, are all
”fnggaﬁive, except for WWII time-included samples.

| The conclusion drawn from this comparison is that veteran

Y,js#atus has a greater impact on wage income of disabled workers

. thén«nQHQdisabled workers, Rather than lagging behind, Vietnam
. véterans in this group are far outperforming thelr non-veteran'

‘disabled counterparts.

' E., SUMMARY OF SECTION V

Disabled veterans and non-veterans are more inclined toward.
' §§1§jemployment than healthy persons. However vete}ans in both
'érﬂﬁps dare less likely to be self-employed than non-veterans. The
‘ léwér likelihoad for veterans holds more for Vietnam veterans

.}”tﬁah'fof those of WWII,

| Disabled veterans earn more as employees than do disabled

f‘ncﬁ—veterans. The veteran's premium is greater for Vietnam and

' ﬁetwéen'war veterans than it is for WWII veterans. For Vietnam

| Qeterans, the premium is between lﬁlpercent and 34 pe?cent. The

ﬁete&an's premiums for disabled veterans were two or three times

‘larger than the premiums for veterans who were not disabled.
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In terms of self-employment income, there are no statisti-
- fcallﬁnéignificant differences between veterans and non-veteran

éeffo;mance. Thus wage employent, as opposed to business

f-‘owneréhip; has been the more financially rewarding alternative

. for disabled veterans.
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SECTION VI

SUMMARY COMPARISON OF ALL GROUPS

f This section will bring together regression results for

ﬁrall demographi¢ groups in a final comparison. Tables VI-1

W;jaﬁ& 2 contain the income effects for all wars combined for

:thé four demographic groups, Table VI-1 contains the effects
{_Lbﬁ‘waga earnings. All eguations indicate sizable positive

';=§etg:gn premiums=- ranging from a low of 5.2 percent for

o whiﬁe_males when weeks and hours are held constant to 33

ff,percentifor non=-white males when weeks and hours are not

cqﬁtrolled. Comparing the premium when weeks and hours are
- ﬁantrclled, white males earn the lowest veteran premium,
Qﬁiie non-white males earn the highest. Disabled males and
-fémales3are in between, Thus it is ¢lear that the veteran
' p£emium,is larger for minority groups than for white males.
H;Npt confrolling for weeks and hours causes the veterans
ﬁ‘“ﬁfemium-to almost double and frequently to more than double

- for the three minority groups. This indicates that veterans.

V"‘WQEk more per year and per week than non-veterans, all else

cdnétant. As disgussed, it may be evidence that veterans, in
T:fifacfi get the "better" jobs, on average.

| I:Aﬁother différence between the groups is the marital
“coéffidient. It is positive large, and significant for all

;mal§S, and negative, large, and significant for women. The
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. Comparison of the Effects

' ‘variable
__

Veﬁeran

b

.. Years in

' ',Scﬁoal :

Experiance.

Experience

‘Squared X 100

. "Marital
Status

Raéq

. Nates "

R AN Effgcfa

 -.030%

White Males

% NI

2052+
{.004)

L078%%
(.005)

«056%%
(. 0006)

. 08%*
(.0008)

+0173%%
(.0006)

, 04k
(.0004)

= 070**
(.001) {.002)
« 156%F
(.004)

kL
(.006)

540,030

I?D IM

' 2. Effects on hourly earnings.
3. Effects on annual earnings,

. Standard errors in parenthesis

. *penetes significant at .05 level
. **Denotes signficant at .0l level

Table VI-l

Non-White Males

T NT

» 169%E
(.013)

-33%%
(.02)

L047% 0%
(.0015) (.002)

-.0023  ,02%*
(.0015) (.002)

+004
(.003)

= 020**
(.004)

. 166%*
(.01)

.69%k
(.016)

104 ,064
76 .43

All Females

T NT
L09%k  _29%k
(.01) (.03)
L06kE 13w
(.002)  (.004)
~.0001%* —, 008+
(.001) - (.003)
.003 L015%
(.063)  (.006)
. dl%% =40
(.011)  (.02)
.00086 .03
(.o0l15) (.03)
58,112
.93 .69

are percentage effects on income expressed as a dec¢imal

vi-2

on Wage Income Between Sex, Race and Disabilicy Group#
for All War Periode Combined

Digabled Males

T  NT
RLTTORPY
.03)  (.05)
L039++ L 079%%
(.002)  (.003)
~.015%F -~.016%
€.002)  (.004)
.010% 007
(.004)  (.006)
J2h%k 557
(.015) (.02)
.09 .35
(.02)  (.03)
79,553
.82 .62
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‘.éegative affect of marital status for women results because
: dﬁmg:ried women are unlikely to have left the labor force to
:*;aise children. It also reflects a division of labor between
;mafried-couples for which men have the primary
‘iéépmnsﬂbility for earning income and women have the primary
ZfESPqnsfblity for working in the home and caring for
‘ehildren.

Fidally, the explanatory power of the female eguation
is higher than it is in the other groups, indicatingithat
the included variables account for more of the variance
féméie wage earnings.

| ‘Table VI-2 presents the combined wars results for
'-JSelf;émplayment income, The veteran effects are generally
n»ﬁegativg and insignificant, except for women where there is
'ﬂa:large} but barely significant premium t¢ veteran status,

‘Thus‘we conclude that veterans do not do as well as
\':ﬁoh;véterans, or at least do no differently from
‘wfﬁnn—vetérans with the poésible exception of females., For

Vﬁhite males, the R2

figures are lowest, indicating more

f :ﬁnéxplained variance, No doubt the variety of reasons for

':“white maie saelf-employment exceeds that for the other
-gfpups.

T;bles VI-3 and VI-4 present comparisons of veteran

.::“cﬂéfficients for all groups by war, We will use white males

. as a standard for comparison as we have throughout the
:étuay. White males earn larger wage premiums in earlier as

Eompa;ad-to later warse., Also, the premium for hourly



' Cemparison of Effectsl

‘ @ériabl&

Veteran
f‘,ié&rs in .
’ School -

Experience

’Experlence‘

"HSquared

. ’Marztal
. .Status’

. Race

-

Nétgs .

White Male

Tabla VI«2

Hon-White Males

'Iz NT3 T NT
~.005 -~ D4 % - 134% —.11%=
¢.o1) - (.02) (.07) (.09)

LQ7¥E .10+% ,07%% L 13%%
(.002) (.002) (.007) (.009)

LO%E .04 L022% . D46*

C{.003)  (.003) (.OL) (.01)

T -.0004 -.0008 ~.0003%F - 0006%%
(,00005) (.00006) (,0001) (.0002)
L20%% 49k J12% AT
- (.02) (.02) (.07) (.08)

81,195 6,480
.30 .09 b .13

All Females

T NT

28% .20
(.14) (.19)

.05%* ,056%
(.02) (.026)
-.011 ,059*
(.018) -(.025)

. 0003 ~. 0009
{.0003) (.0004)
"-45** "QSEH
(.11) (.15)
=.15 -, 12
{.21) (.30)

2,349
.56 .18

S Effeéts are percentage effects on income expressed as a decimal

_ 2. 'Effects on hourly earnings.
- '3, Effecis on aonual earnings.

© -gtandard errors in parenthesis
- *Denotes significant at .05 level
' **Denotes signficant at .01 level

Vi-4

on Self-Fmployment Income Between Sex, Race and Dlsabllxty
Groups for All War Periods Combinad :

led Males

Disab
T AT
.01l -.065
(.068) (.08)
,024%  ,055%%
(.009) (.01)
-,005  .009
(.01)  (.01)
-.00009 -,00036
(.0002) (.0002°
A1 .56%*
(.07)  (.09)
07 -.27
(.06) (.18)
9,565
52 .25



Gnmparlson of the Vateran's Premium in Wage Income Between Sex,
Groups by War Period.

- r?afiéble"
L eE——————

“White,ﬂgies
“‘jNon*Whlte '
" 'Males
Femqlgﬁ

: ,ﬁisaﬁléd"

- Maleg

. Notés
- Wl

Vietnam

Tt NT2
3. 7% 6, 5%
(0.6) (0.8)
16.0%* 36.0%x
(2.0} (3.0)
6.0%%x 35 Q*x
(2.0) (5.6)
18,0%*x 34.0%
{3.0) (5.0)

1. \Effécfs on hourly earnings,
2. Effects on annual earmipgs.

‘Standard errors in parenthesis

.. *Denoteg significant at
- %*Dencteg signficant at

Table VI-3

Batween

T

2,0 .

(0.7)

17.0%=*
(3.0)

0.6
(4.0)

21.0%*
(4.0)

.05 level
.01 lavel

NI

4., 0%%
(1.0)

35. 0%
(4.0)

22.0%
(8.0)

30.0%%
(6.0)

Korea

T

5. 6%%
(1.0)

16.0%w
(3.0)

6.7
(4.0)

15, 0%
(4.0}

NT

8.0+*
(1.5}

30, 0%*
(5.0)

23.0%*
(8.0)

10.0
(6.0)

8,8%%
(1.0)

20.0%%
(3.0}

10, 0%+
(3.0)

12, 0%
(3.0)

Race and Disability

12, 8%*
(1.8)

33,08
(5.0)

25, 0%
(5.0)

22.0%*
(4.0)



Table VI-4

¥i-6

. * Comparison of Veterams' Self-Employment Income Premium (in percent) Between Sex,
e Race and Disability Groups by War Period

| “Yariable Vietnam Eatween
. * £ Jieknam Zerwest

T} T2 T NT

; White Males -1.2 -3.3 =2.9 _=6.4
. Non-White 4.0 -10.0  -33.0% =34.0
‘. Males, - (14.0) (17.0) (16.0) (20.0)
Females 43.0 -27.0  -29.0 ~58.0
e (27.0) (42.0)  (38.0) (50.0)
Disabled  _g,6 -20.0  -25.0 =16.0
Males - - (17.0) (20.0)  (17.0) (21.0)

© Notes

.-:1, IInqudasvcontrol for weeks and hours
" 2. Exe¢ludes control for weeks and hours

. Srandard errors in parenthesis
- .%Denotes significant at .05 level
" **Denotes signficant at .0l level

Korea

T

-6.0
(3.00

=7.0
(17.0)

ga. D*
{40.0)

=17.0
(15.0)

NT

'7-7
(4.0

-5-0.
(27.0)

163.0%*
(51.0)

-8.0
(20.0)

WWIL
T NT
3.8 3.3

(4.0) (4.0)

-2&.0 *-.ll.o
(15.0) (19.0)

19.0 17.0
(21.0) (29.0)

1600 '8:0
(12.0) (15.0)
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'earnings is roughly one-third to one-half of the premium for
;aﬁnual earnings. Comparing non-white males to white males,
:ﬂxifﬁhe p:eﬁium is much larger for the former group. The impact
.ﬁ'ofdtimeiwarked is larger, much larger in absglute terms—-as
&ﬁ*~ﬁﬁch az 20 percent=-=-and larger in proportional terms as
‘;'Qell.’ Unlike the case of white males, there is no
A'telaﬁionship between war period.and premium for nonwhites,
o Next we take females and compare . them to both male
’:‘groups. In this case a major difference is seen. In terms of
 hbgr1y earnings, women get fairly small premiums =-- not much
”, 'mb;e than white males, and much less than non-white males.
‘ﬁ Hoﬁéver, in terms of annual earnings the premium for women
"ié'largé, As discussed above, this is probably an indication
\:Jﬁ ftﬁﬁt veteran women are different than non-veterans in
several importaﬁt and unmeasured ways. They are much more
_Ufo»‘iikely to be involved in full—time-employment, which is
| ﬁrubably an indication of a different set of attitudes and
ifmativatinns. The notion that a "career minded" woman is more
' iikély ﬁa volunteer for military duty could explain this
#ésﬁlt..
Finally, disabled males (who are almost entirely white
.x‘jmalés) have premiums for veteran status that are closest in
,53mﬁgnituda to non-white males. They are considerably larger
Aj‘than thqse for white males. 1In cnntrast‘to white males,
_‘ ﬁhose premiums rise the earlier the war, those for disabled
. Imalas fall as one goes back in time. Comparing to other

"minorities -- non-white men and all women, the impact of



B

i=0

;timé worked on the veteran premium for the disabled is much

smaller. 1In fact, the proportional difference between the

‘isabled veterans premium with and without the time effect
is closer ta the pattern for white males.

' Summing up the discussion of wage income, the three

\:\ﬁina;;ty groups benefit more, overall, from veteran status
J  Eh#n'do white males. The benefit is largely accounted for by
o the;positive iﬁpact on time worked of veteran status, which
.in'somé sense might be considered an additional benefit of
*fveterag status. In fact, the two facts of higher income and
-‘ﬁoke stable (longer time) Jjobs are quite consistent with one
:anuther, If one thinks of wveterans as having either greater
.'ﬁumﬁn éapital or greater ability and then as being able to

chodse higher paying jobs, it is predictable that they will

also choose more stable, "better" jobs (all else constant).

In ‘pther words, from the persPectlve of a Hedonic model of

wages, one would expect additional resources available to

. yeterans to be "spent" to some extent on all available

- cqmmodities. Wages and working conditions are thosa two

commodltles here.ll

Turnlng to the comparative results for salf-employment

- incomeé in Table VI-4, it is clear that veteran status is

generaily negatively related to self-employment earnings.

. ‘Bowever, many coefficients are insignificant, thus we

'¢onclude that there is not much statistical relation between

the two variables., This finding is consistent with the

o findipngs that veterans afe less frequently self-employed



”]Uthén non-veterans, and paid signifjicant premiums in wage
| employment. The story is, thérefare, internally consistent,
. . the upshot of iﬁ being that veterans improve their economic
.:standing to the extent that they are employees, and that

. ‘minorities improve themselves even more than do white males.






SECTION VII

ANALYSIS OF OCCUPATION CHOICE AND SELF-EMPLOYMENT

l'In this section we consider several issues related to
‘_Qateranﬁs choice of occupation and its effect on income and
‘ﬁthg-iikelihaad of self-employment, First, we wish to
identify which ogcupations veterans select and which they
'avoid. This could provide support for the theory that the
ﬁigher\iﬂgame of veterans results from job training provided

: by the military. 1If the theory is correct, we expect that

. veterans will be clustered in those occupations where the

B skilis in militgry jobe match the skills needed in civilian
. 4obs. Second, Qe have shown in the previocus section that
Hslding'constant age, education experience ete., veterans
are less likely to be self-employed than non-veterans. Now
- we ﬁish:ta determine the extent to which the lower

"“likelihood of self-employment results from lower oppor-

o tupities for self-employment in those occupations for which

'veterans have been trained, If occupational opportunities

. for self-employment are held constant, are veterans still

" 1less likely to be self-employed?

The previous sections have also demonstrated that

financial success at self-employment is generally lower for

J‘E.VéﬁéranS. At the same time income from wages is generally

ﬁigher for veterans. To what extent are these differences

VII-1



VII-2

att;ibufable to veterans choice of occupation? Since levels

" &f non-pecuniary income differ by occupation, holding
:QCQHPEtiﬁn effects on income constant may offer additional

’~”insi§ht into the income differential between veterans and

non-veterans.
A. ANALYSIS OF OCCUPATION CHOICE
1. Measuring Occupation Choice

. We measure veterans' choice of occupation by comparing

' khe percentage of all veterans in a given occupation with

“the percentage of all non-veterans in that occupation, We do

“this for each occupation by computing the following ratio:

4 of veteran population in occupation

- Ratlo = = hn-veteran population in occupation

Thé numerator of this ratio is the fraction of the

veteran population in the occupation and the denominator is

"' the fraction of the non-veteran population in the

bécupation. When the ratio is greater than one, it means

tﬁat in'comparison with all other occupations, this

‘3‘wo¢cupation-is mare frequently chosen by veterans than by

\‘honkveterans. When the ratio is less than one, it means that

"-thé occupation is relatively less frequently chosen by
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. veterané. Hereafter we will refer to this ratio as the

‘measure of "veterans' relative occupational choice." We have

' computed this measure for white males in each of 503

S occupations identified by the census., The results are in

Appéndlx B-1 and B-2,

A In interpreting these tables one should keep in mind
‘ugphat the measure of relative occupational choice tells only
;hdﬁ vétérans' choices compare with non-~veterans' choices, It
;does not tell whether the actual number of veterans in an
occupaticn is large or small. Thus in many instances an
\.qccupat;on which measures high in terms of relative choice

“‘gﬁilL acecount for only a small fraction of the total

.“‘ papulation of employed veterans.

2. Occupations Most and Least Chosen by Veterans

Table VII-1 shows a list of the ten relatively most and
' least’ chosen occupations from the 503 occupations of

1'Agpéndi$ B, These are the ten occupations with the highest

B End lowest values of relative occupational choice, A

*'éepérate list is shown for each war period.

I 'Amdng the relatively most chosen occcupations are thaose
-associated with aviation - namely air traffic controllers,
:‘éitgléng pilots and mechanics and atmospheric scientists,
Air traffic controllers appear on the list of most chosen in
vehch war period and pilots appear in all but WWII. Other

 types of occupations most chosen are those associated with



Har

Vietnam

Table ¥II-1

Veteran's Most Chosen and Least Chosen Occupations by War Period

Most Chosen

Air Traffic Controllexs

Adrplane Pllots

Alrcraft Engine Mechanics

Data Processing Equlp. Reporters
Apprentice Plumbers

Mail Carriers, Postal Services
Airceraft Mechanics (exc. englnes}
Postal Clerks

Electrical Technicians

Rail Vehicle Operators MEC

Average % Self-Employed

% Self-
Employed

0.0
4.1
1.3
0.4
.0
0.0
4.3

0.0

1

Least Chosen

Psychology Teachers {College)
m0npmnmﬂmﬂm

Parking Lot Attendants

Law Teachers (College)
Theology Teachers {College)
Pressing Hachine Operaters
Mathematical Scientists NEC
Foreign Language Teachers
mHmdmncm Cperalbors

Chendstry Teachers (College)

Afverape % Seli-Employed

% Self-
mmchmmn

0.0
75.8
1.3
0.0
0.0
1.1
0.9

0.0
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'Jﬂ*poliﬁe work. These include police supervisors, corrections
‘Lgfficeré and security guards., All of these most chosen are
'occupations where military experience is likely to provide
1:gkills ﬁsgful in civilian jobs. This supports the theory
i'that the veterans income premium results from job training

-‘proﬁided by the military. Another type of occupation
;éﬁpearing in 2ll war periods is work at the U.S, Postal

'}fService. This includes mail carriers, postal clerks and
L;ﬁqstmasters. The high fregquency of veterans in this
“bccdpatioﬁ could be the result of preferential hiring given
to veterans.

- The relatively least chosen cccupation is theclogy

" -teaching, which appears on the least chosen list in two war

"periods, This result may be related to the fact that

'( divinity students, who might ultimately become theology

'W ‘,£eachers; are often exempted from military service. Ancther

group of least chosen occupations are those associated with

"_ the clothing industry. These include tailors, sewing machine

operators, pressing machine operators, shoe repairerg and
“dress makers, Other cccupations that are least preferred are

' ones associated with food preparations. These include

' waiters, assistant waiters, food batchmakers, miscellanecus

ﬁggd‘préparers and dieticians, Farm workers and elevator
_-épéfatars also appear more than once on the lists of least
preferred occupations.

| A\number of teaching professions appear on the list of

’ least preferred occupations for the Vietnam period but not



Table VII-Z2 &

Relative Occupational Choice and Seli-Employment Rates -
Vietnam and Between War Periods

Vietnam Between
' DESCRIPTION . GROUP - CHOICE SE VEIS SE NVETS CHQICE SE VETS SE NVET:
Co ALL 1.000 0.081 0.119 1.000 0.122 0.159
" Fxecutives & Managers 1 0.958 0.058 0.083 1.164 0.071 0.106
Management Reélated Fields 2 1.143 0.063 0.105 1.467 0.107 0.153
-Scientists and Engineers 3 0.867 0.050 0.038 1.095 0.072 0.965
. Pectors and Dentists 4 1.027 0.686 0.700 1.132 0.862 ° 0.796
‘.. Other Health Services 3 0.919 0.0686 0.082 0.987 0.077 0.10%8
' College Teachers 6 0.488 0,000  0.000 0.657 0.000  0.000
Teschers Exe College 7 0.522 0.034 0.054 0.874 0.042  0.031
. ‘Social Scientists 8 0.597 0.081 0.076 0.648 0,178 0.111
', Lawyerg and Judges 9 0.639 0.227 0.216 1.033  0.344 0.328
" Artists Entertainers 10 0.709 0.258 0.283 0.959 0,317 0.296
. Health Technicians 11 1.439 0.063 0.003 1.458 0,023 0.179
Science Techhnicians 12 1.463 0.011 0.022 1.559 0.014 0,036
Othet Technlcians 13 1.453 0.035 0.034 1.967 0.062 = 0,055
_ Sales Representatives 14 0.970 0.132 0.190 1,272  0.249 . 0.260
. 'Sales Workers i5 0.986 0.130 0.143 1.111 0.213 0.244
. Supervisors<White Collar 16 1.023 0.055  0.076 1.217 0.081 0.109
' Computer Operators ‘ 17 1.499 0.002  0.005 2.084 0.000 ' 0.010
.- Secretaries-Clerks 18 0.964 0.029 0.026 1.079 0.048 0.033
. Office Machine Operators 19 0.581 0.000 0.000 0.411  0.000 0.000
Telephone Operators 20 1.124  0.000 0.042 1.509 0.000 0,054
Eastal Workers 21 2.679 0.000 0.012 2.541 0.022 0.r
Recording Clerks 22 1.227 0.002 0.005 1.110 0.001 0.0
. Adjusters—Investigators 23 1.390 {3.028 0.028 1.757 0.074 0.055
‘Misc Administrative Support 24 0.969 0.009  0.012 1.354 0,015 © 0.017
Private HH Service 25 0.478  0.500 0.200 0,165 0.000 0.200
. Police-Fire Supervisors 26 1.727  0.000 0.000 2.062 0,000  0.000
- Police-Fire Workers 27 2.101  0.012 0.004 2,247 0,022 0.003
 Restaurant Workers 28 0.594 0.03  0.051 _ 0,537 0.068  0.124
Denital and Nurses Aides 29 1,053 0.000 0.007 0.842 0.000  0.009
“Gleaning & Bullding Service 30 0.864 0.030 0.054 0.655 0.077 0.058
.- Personal Service 31 0,732 0.129 0.146 0,861 0,149 0.180
. Farm Operators 32 - 0,511  0.635 0.659 0.519 0.635 0.628
' Farin Supervisors 33 0.650 0.056 0.103 0.640 0.000 0.137
Agrictulture & Forestry Workers 34 0.567 0.091 0.078 0.399 0.195 0.167
Fishéra & Hunters 35 0.713 0.271 0.264 0.470 0.269 0.383
Motor Vehicle Mechanics 36 1.231 0.051 0.079 0.973 0.089 0,100
© .Other Mechanics 37 1.863 0.072 0.103 1.613 0.099 0.134
. Construction Workers 38 1.074 0,143 0.169 0.847 0.197. 0.183
. Extractive Workers 39 1.158 0.009 0.020 0.806 0.042 0.094
" Metal Working Trades 40 1.077  0.047 0.042 0.977 0.098 0.072
Wood Working Trades 41 0.863 0.159 0.175 0.713 0.185 0.251
Textile Working Trades 42 0.585 0.367 0,187 0.386 0.508 . 0.298
Other Precision Workers 43 0.876 0.075 0.085 0.768 0.137 0.115
- Power Plant Operators 44 1.625 0,005 0.010 1.632 0.006 0.011
" Machine Operators 45 0.896 0.01% 0.026 0.709 0.028 0.03C
. Handworkers 46 1.034 0.056 0.060 0.857 0.060 0.07°
- Motor Vehicle Operaters 47 1,029 0.045 0.05% 0,884 0.065:. 0.
Qther Vehicle Operators 48 -1.609 0.024 0.014 #).378 0.008 0.0.
. Material Moving Operators 49 0.978 0,041 0.0486 0.667 0.041 0.056
. Hand Laborers 50 0.858 0.012 0.023 0.596 0.025 0.03]
'v[;Blue Collar Supervisors 51 1.024 0.023 0.060 1.105 0.026  0.06:

'\ND?Es, . §E=Self-Employment Rate Choice = (§ Vets/Total Vets)/(# Nonvets/Total Nonvets)



. Table VII-2Z b

Relative Occupational Choice and Self-Employment Rates =
Korean and World War II Periods

Korea World War II -

DESCRIPTION GROUP CHOICE SE VETS §SE NVETS CHOICE SE VETS BSE NVETS
" L o ALL 1.000 0,154 0.172 1.000 0.137 0.165
'Executives & Managers 1  1.363 0.084  0.117 1.507 0.103  0.122
Manzgement Related Fields 2 1,750 0.141  0.140 1.821 0.155  0.177
Scientists and Engineers 3 1.534  0.080 0.084 1.501 0.073 . 0.074
Doctors and Dentists 4 0.847 0.786 0.784 1.648 0.844 - 0.821
Other Health Services 5 1.298 0.158 0.039 1.281 0.147 0.124
“ College Teachers 6 0.805 0.000 0.000 1.227 0.000 0.000
'Teachers Fxe College 7 1.446 0.036 0.051 1,568 0.064 | 0.047
: .Bocial Scientists g 0.536 0.178 0.177 0.594 0.114 0.119
', Lawyers and Judges 9 1.419 0.332  0.368 2.799 0.354 0.318
- Artists Entertainers 10 1.076  0.287 0.406 1.213 0.309  0.33%
" .'Health Technicisang 11 1.443 0.023 0.046 0.852 0,046 0,141
. Science Techniciang 12 1.671  0.021  0.045 1.383 0.032  0.057
. Other Technicians 13 1.985 0.061 0.044 1.852 0.074 - 0.029
Sales Representatives 14 1,418 0.246 0.289 1.584 0.273 0.292
. Sales Workers 15 1.026  0.239 0.256 1,227 0.218 0.230
Supervisors+White Collar 16  1.306 0.088  0.118 1.378  0.111  0.114
. Computer Operators 17 1.917 0.000 0.000 1.626 0.000  0.250
, Sﬁnfﬁtarigs-CIErks 13 0.981 0.112 0.031 1.0046 0.044 0.017
 Qffice Machine Operators 19 1.506 0.067 0.000 0.834 0.067 . 0.000
-Ielephone-OPEfators 20 1.096 0.000 0.000 1.357 0.111 ' 0.167
.. Postal Workers 21 2.953 0.000 0.024 2.168 0.012 0.012
-Recording Clerks 22 1.17¢  0.017 0.012 1,163  ¢,018 . 0.013
.Adjusters-Investigators 23 1.875 0.069 0.104 1.676 0.073 iD.OBB
. Mise Administracive Support 24 1.333 0.014 0.009 1.242 0,007 0,038
.- Private HH Serviece . 25 0.210 0.000 0.200 0.232 0.000 0.200
.. Polic¢e~Fire Supervisors 26 2.789 0.000 0.000 3.280 0.011 | 0,000
 Police-Fire Workers 27 2.163 0.024 0.001 +1,504 0,002 0.001
Restaurant Workers 28 0.481 0.095 0.114 0.488 0.144 t0.124
, Dental and Nurses Aides R 29 0.781  0.007 0.009 0.631 0,025 ¢.00%
. Cleaning & Building Service 30 0.675 0.095 0.057 0.623 0,094 . 0.053
Personal Serviee 3] 1.040 0.164 0.175 0.791 0.222 0.193
- .Farm Operators 32 0.508 0.757 0.618 0.361 0.669 0.699
| Farm /Supervisors 33 0.544  0.056 . 0.213 0.731 0.094 . 0.0%2
.7 Agriculture & Forestry Workers 34 0.311 0,139 0.113 0.310 0.126 0.092
. Fishers & Hunters 33 0,470 0,622 0.378 .0.506 0.316 . 0.280
‘Motor Vehicle Mechanics 36 0.900 0.097 0,106 0.945 0.108 0.068
.. Other Mzehanics o 37 1.307 Q.1237 0.166 . 1.262 0.152 0.156
- Construction Workers . 38 0.B87 0,227 0.185 0.960 0.202 0.196
* . Bxtractive Workers a 39 0.603 ¢.029 0.042 0.928 0.048 0.081
- Metal Working Trades 40 0.855 0.043 0.081 0.928 0.087 . 0.075
' Wood Working Trades 41 0.817 0.351 0.328 0.785 0.192 | 0.203
.'Textile Working Trades 42 0.283 0.426 0.305 0.328 0.459 0.284
Orher. Pracision Workers 43 0.774  0.117 C.116 0.833 0.138 0.104
. Power Plant Operators 44 1.324 0.008 0.027 1.284 0.007 0.010
' ‘Machine Operators 45 0.669 0.022 0.032 0.738 0.034  0.023
'Haﬁdwnrkérs 46 C.800 0.053 0.065 0.839 6.063 - - 0.054
' Motor Vehicle Operators 47 0.770  0.068  0.090 0.809 0.083  0.093
_Other Vehicle Operators 48 1.15¢ 0,023 0.013 0.966 .0,009 ; 0.015
Matérial Moving Operators 49 0.664 0.064 0.053 0.749 0.053  0.046
- Hand Laborers . 50 0.527 0.045 0.032 0.519 0.03% | 0,039

* . Blue Collar Supervisors 51 1,137 0.050  0.061 1,310 0.057  0.058

" s e o - R —~ + it e . Im & m w4 oA I D Wammemen /TaraTl NMantareh
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in other periods. These include chemistry teachers, law
teachers, psychology teachers and foreign language teachers.
This result may be explained by exemptions to military
service given to teachers during the Vietnam war.

(a) Self-employment rates in the Most and Least

Preferred Occupations

Table VII-1 also shows the occupation wide
self-employment rates in each of the occupations listed. It
shows that almost half of the occupations on both lists are
ones where there is no opportunity for self-employment,
However , among the remainder, there are far more aoccupations
with high rates of self-employment on the least preferred
than on the most preferred list. As a result, the average
occupational self-employment rate is much lower for those
occupations on the most chesen list than on the least chosen
list. Farthermore, the average rate of self-amployment for
occupations on the most preferred list is far below the
economy wide self-employment rate which is roughly 10
percent. To the extent that preferred occupations are those
for which military experience offers the greatest training,
the evidence of Table VII-1 suggests an explanation for the
lower likelihood of veteran self-employment observed in the
previous sections, The explanation is that military service
provides job training for occupations where there are few

opportunities for self-employment.
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3. Aggregating Occupations into Groups

The list of the ten most and least chosen occupations
gives only a limited picture of veteranslchoices¢ Because it
focuses on the extremes in choice, it ignores the
overwhelming majority ¢of occupations. On the other hand, the
large number of different occupations listed in Appendix B
makes it difficult to generalize about which types of
occupations are most chosen by veterans. Table VII-2
combines the 503 occupations into fifty-one occupation
groups. The groups are formed by combining many similar
occupations. PFor example, there are twenty-nine different
types of college teaching oceccupations in Appendix B. These
are combined into one occupation group in Table VII-2 (group
7)., There are also twenty=nine categories of scientists and
engineers in Appendix B and they are combined into another
group (group 3). Generally, adjacent occupations in Appendix
B were combined and so the order of occupations in Table
VII-2 follows the order of occupations in Appendix B. Thus
one can determine the individual occupations in Appendix B
that comprise the occupation groups of Table VII~Z2 by
following its order and the order of Appendix B.

Table VII-2 shows the measure of relative occupational
choice and self-employment rates for 51 occupation groups in
each of the four war periods. The groups for which veterans
show the greatest preference are police and fire workers

(groups 26 and 27) and postal workers (group 21). In these
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occupations the percentage of the veteran populaticn in the
occupation is more than twice the percentage in the
noh=-veteran population.' A second group of occupations that
are most frequented by veterans are technical and mechanical
occupations. These include health, science and other
technicians (groups 11-13) and other mechanics (group 7,
which includes large numbers of airplane mechanics), For
police and fire work, the physical combat training provided
in the military clearly gives job skills for the civilian
occupation., For the ﬁechnical and mechanical fields, the
experience in operating and maintaining weapong systems
would again provide skills for technical Jjobs outside the
military. Another group which ranks high on the scale of
veterans choice is power plant operators. These again would
probably require technical skills that could be acquired for
the military. On-the-whole, Table VII-2 supports the
conclusion drawn from lists of occupations in Table VII-1
that higher earnings of veterans are in part the result of
job skills acqguired in the military that would not be
possessed by hon-veterans with the same education and
¢ivilian job experience.

Inspection of the self-employment rates of the
occupations in Table VII-2 with high values of relative
occupation choice (columns headed CHOICE) reveals that all
have a low self-employment rate. Health technicians, science
technicians and other technicians have self-employment rates

in the Vietnam period of 6.3 percent, 1,1 percent and 3.5
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percent respectively. This compares to an all occupation

average for that war peried of 8.1 percent. Other mechanics

have a self-employment rate of 7.2 percent but police and

fire supervisors have self-employment rates of zero. Power plant
operators have a self-employment rate of less than 1

percent.

Occupations with the lowest preference by veterans were
private household service workers (25), textile working
trades and farm operators (32) and farm workers (groups 32
and 34). These are all occupations where the percentage of
the veteran population in the occupation was less than half
the percentage of the non-veteran population. They are low
paying occupations which could be avoided by individuals

with skills to enter higher paying occupation.

(a) Differences Across War Periods

In all of the groups mentioned so far, the relative
choice of veterans has bsen roughly constant in all war
periods. However, there were some occupations in Table VII-2
for which the choice of veterans was far below non-veterans
in the Vietnam period, but increased over the other periods
to the point where veterans' choices far exceeded
non-veterans' choices in the Korea and WWII periods.
Examples of this are lawyers and judges (9) and college
teachers (6). BAnother example was scientists and engineers
(3). fThese are all occupations which require larger amounts

of formal education. Because of time spent in the military
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veterans may lag behind non-veterans in entering these
occupations. The fact that for the older cohorts, veterans'
choice of these occupations was higher than non-vaterans
suggests the military experience may have ultimately given
veterans some advantage in these areaé. The fact that the
G.I. bill allowed veterans to obtain an education at a lower
cost could be one source of the advantage, However, an
alternative explanation for the low representation of
Vietnam veterans in uccupationslrequiring large amounts of
formal education is the availability of student deferments
during the Vietnam War, This allowed many students to escape
the draft by remaining in school. As a result, those who
Qere not academically inclined were over represented among

Vietnam veterans.
4. Correlation of Occupation Choice Across War Periods

Te what extent are the occupations that are relatively
most (or least) chosen by veterans in one war period also
ralatively most (or least) chosen in other war perieds? To
answer this question, veterans relative occupational choice
was correlated between war periods. 8ix correlation
coefficients were computed for the six possible pairs of war
periods. The correlations, which are shown in Table VIi-3
range between .31 and .69, indicating that veterans'
relative preferences for occupations were generally

consistent across war periods, though far from identical.



Viatnam

Between

Korea

WWIL

Table VII-3

Correlation of Veterans Relative Occupational Choice

in Different War Periods (N = 503)

Vietnam

+63

.50

.32

Batwaen

.69

.50

VII-11

Korea

.31

WWII
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Table VII-3 shows that the highest correlation is for
Vietnam and Between war and ERorea and Between war. These are
time adjacent war periods and we expect the correlation to
be highest for them. WWII has the lowest correlation. This
suggests that vetarans' preferences among the other war
periods were more similar to each other than WWII. The
consistency of veterans' occupational cholces across war
periods is evidence that military experience does influence
occupational selection. It supports the notion that the
veterans' income premium is due to Jjob training provided by

the military.

B. OCCUPATIONAL CHOICE AND SELF-EMPLOYMENT RATES

We wish to focus again on the question of whether or
not veterans have lower self-employment rates bacause they
have been trained for occupations with few opportunities for
self~employment. For this purpose, the measure of veterans'
relative occupational choice is compared for occupations
classified by the occupation wide self-employment rate, We
can then determine the extent to which the veterans relative
choice is high in occupation with low self-employment rates.

Table VII-4 shows the average of the veterans' relative
occupational choice in four self-employment classes. It
shows that in all periods except WWII, the average relative
choice is below unity in those occupations with the highest

self-employment rate, increases monotonically as the
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Table Vii-4&

Average Relative Occupational Choice of Vererans by
Occupation Self-Employment Rate by War Period

War Periods

Occupation Self-

Employment Rate All Vietnam Between War Korea WWIT
All 1.000t)  1.000 1.000 1.000 1.000
Greater than 404 .9582] LH90%k .831* -870 1.331
{32) (32) (32) (32) {32)
20% - 407 1.46060 D07 %% L8909 .979 1.246%
(55) {55) {55) (55) (53
4% - 204 1.182%% 957 1.151 1.34u%*x 1.271%*
(120) (120) (120) {(120) (120)
Less than 4% 1.186 1.052 1,125% 1.382%* 1.325%%
(273) (295) (294) (283) (280)

%% Different from 1.000 at .01 significance level
* Different from 1.000 at .05 significance level

1] Although the relative choice for all occupations combined is 1.0 by definition,

the average of the occupation relative choices does mnot necessarily have to
be 1.0,

2] Number of occupations in each cell is shown in parenthesis
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self-amployment rates decrease and is above unity for those
occupations with the lowest self —employment. Clearly
veterans are less likely to choose occupations with high
salf -employment rates. For the Vietnam period, the veterans'
choice is 30 percent below average in the highest self -
employment class and 5 percent above average in the lowest
self -employment class. For the Between Wars period, the
veterans' relative choice is below average by 17 percent in
the highest self-employment class and above average by 12.5
percent in the lowest self-employment class. Table VII-4
confirms the evidence offered in Tables VII-l thru VII-3,
that occupations chosen by veterans have balow average
opportunities for self-employment. We view this as evidence
supporting the view that Jjob training received in the
military is mainly for occupations with few opportunities

for salf-employment.,

1. Regression Analysis of Likelihood of

Self-Enmployment

since it appears that veterans are more likely to enter
occupations with low opportunities for self- employment, we
wish to repeat the regression analysis of the likelihood of
self-employment of the previous sections with some control
for occupation. One way to do this is to stratify the sample
by occupations with high and low opportunities for

self -employment, and then to estimate a model to explain the
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prbbability of self -employment within each strata. The model
we estimate here is the same model that was used in the
previous sections., Unfortunately we do not have any
independent information on the opportunities for
self-employment and so we use the actual occupation wide
self-employment as a proxy. Thus each individual in our
sample is placed into one of five strata according to the
self ~employment rate of his occupation.

We acknowledge that this procedure has some limita-
tions. The problem is that éven within each strata, it is
likely that the opportunities for self-employment will
differ between occupations and any tendency for veterans to
enter occupations with the lower opportunities for
self-employment will lead to a lower likelihood of veteran
gelf -employment in each strata. 1In other words, this method
provides only a limited contreol for occupation, Nevertheless
we expect the results to be useful to contrast with the
unstratified regressions previously reported.

The five self-employment rate categories used for
stratification were: 2-5 percent, 5-10 percent, 10-20
percent, 20-30 percent and 30-100 percent,Occupations for
which the rate of self-employment was below 2 percent were
not included in the analysis. The stratification was done
for white males in each war., The results are in Table VII-5.

A1l the coefficients are negative and all but one
{WWII, group 2) are significant. This means that after

controlling for differences (among occupations) in
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Table VII=5

Effects’ of Veteran Status o the Probability of Self-employment for White

Males by War By Cocupation Self —employment Grou92

war Period
Self-employment Vietnam Between Forea WWIT
rate group
1 - 009*% =, 007%*% w, Q0B ** -, Dg**
{.0009) (.001) (.001) (.00
2 - 022%% -, 018%% -.017%* -.008
(.004) {.005) (.007) (.007}
3 ™ 044** "™ 03** e 026“ s 02*
(.005) (.006) {.008) (.008)
4 ~.023% -, 05%% —.04t% - 033>
(.01) {.007) (.009) (.009)
5 =, 041 %% —. D63 %x w084 *% = 12%%
(.008) {.008) (.01) (.009)

1. Effects of percentages expressed as decimal (i.e. -.009 =—-0.9%)
2, The self-amployment (SE) groups are as follows:

1. 2-5%

2. 5-10%
3. 10-20%
4. 20-30%
5. 30-100%

Standard errors in parenthesis
* — significant at .05 level
**— significant at .01 level
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opportunities for self-employment, the likelihénd of
self-employment is still lower for veterans. The pattern is
very consistent; as the rate of self-employment in the
occupation increases veteran status reduces the likelihood
of self-employment by a greater amount. As we move from the
lowest to the highest self employment group, the magnitude
of the effect of veteran status increases roughly in
proportion to the average o¢¢ﬁpation wide self-employment
rate. Thus, as a percent of the self-employment rate, the
effect .of veterans status is roughly constant. The only
exception is Vietnam, which may simply be a cohort effect
again - the occupations with higher self-employment rates
may simply be those for which time is needed prior to
entering. In fact while there are no other strong cross-war
trends within self-employment groups, there is a strong rise
in the absolute value of the negative coefficients for group

5, from Vietnam back to WWII.
2. Additional Control for Occupation Effects

An alternative method of analyzing the likelihcod of
self-employment is to simply count the number of occupations
in which the veterans' self-employment rate exceeds the
non-veterans' self-employment rate. This method provides
more complete control for occupation effects than does the
regression analysis within strata or the breakdown of

relative choice by occupation self-employment (in Table
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VII-4). In both of these techniques veterans' preferences for
self-employment can determine their choice of occupation.
Thus occupation choice is not really held constant. However,
by comparing self-employment rates within each occupation,
the effect of veterans preferences is held constant.

The disadvantage of this technigue is that it does not
control for the other determinants of likelihood of
self-employment, education, experience etc., which is
controlled in the regression. However, the Rz statistic in
the regressions were rather low and so the variables that
would be uncontrolled are probably not that important. On
the other hand, rates of self-employment differ dramatically
between occupations. Since veteran and non-veteran
self -employment rates within occupations are highly
correlated, the effect of occcupation on self-employment is
probably much greater than the effect of veteran status on
self~employment.

Table VII~6 shows the numbér of occupations for which
the self-employment rate of veterans was greater, equal to,
or less than the self-employment rate of non-veterans. The
numbers are given for four classes of occupations determined
by the occupation average self-employment rate (i.e. average
of veterans and non=-veterans self-employment rate)., They are
also given for each war period and for all wars combined.
The table shows that for all occupation classes and all wars
combined, veteran self-employment exceeds non-veteran

self-employment in 156 occupations while it was below
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non-veteran self-employment in 243 occupatioens, In the
remaining 104 cccupations, veterans and non-veterans
salf-employment rates were equal. These were mainly cases of
zero self-employment. The result for all occupations
indicates that holding occupation constant, veteran

gelf -employment is less likely than non-veteran self-
employment. However, the table also shows that in the higher
self-employment classes, the frequency with which the
veterans self-employment rate exceeds the non-veteran rate
is far higher than it is in the other classes. In fact, in
the high self-employment classes, the most common ¢ase 1is
that the self-employment rate for veterans exceeds that for
non-veterans. In other classes the reverse is true. Since
most occupations have low self-employment rates, these
dominate when all occupations are considered together.

The tendency for veterans to have lower self ~employment
rates than non-veterans within each cccupation is strongest
in the latest war periods and becomes progressively weaker
in the earlier war periods. For WWII, veterans have higher
self ~employment rates in more occupations than do non-
veterans, The differences between the classes of occupations

are greater in the earlier war periods,
3. Technical Skills vs. Business Skills

We have presented some evidence that veterans enter

self~employment at a later age than non-veterans. This
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suggests that in preparation for self-employment in most
occupations, time spent in the military is not a good
substitute For time spent working at a civilian job. One
explanation is that military training and experience teaches
technical skills but not business skills. Thus, for example
an individual who was an auto mechanic in the military would
have considerable knowledge about how to repair antomobiles
but little experience in operating an auto repair business.
Business skills such as marketing, finance and accounting
are unlikely to be acquired in the military. Since the
military does not operate as a profit-seeking business, one
should not expect job experience in the military to provide
much business experience.

The absence of business training in the military would
also explain the tendency for gelf-employment rates of
veterans to exceed self-employment rates of non-vetarans
only for occupations where self-employment rates are very
high. The latter are no doubt areas where the average size
of firm is very small. This follows because, if all of the
individuals in the occupation are business owners (i.e.
self -employed), then few are employees. The larger the firm
size, the higher the ratio of employees to employers.
Self-employment within a very small firm is a case where
business skills are likely to be less important than the
technical skills. When firms are very small, (e.g. one
person firms), the firm owner spends most of his time

practicing the occupation and little of his time managing
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his business. It is only where the business has a number of
employees that the owner will spend most of his time with
business problems. For example, a self-employed auto
repairman with no employees might spend 95¢ of his time
fixing cars. The same individual with 5 employees will spend
1ittle time fixing cars and most of his time at tasks such
as talking with customers, bookkeeping, dealing with the
bank and difecting the five employees.

Inspection of the data in Appendix B revealed that the
occupations with the highest self-employment are professions
such as law, medicine and architecture. These are definitely
areas where business skills are less important than
technical skills. The results for this group also confirm
the analysis of self-employment by educational strata that
was carried out in previous sections. There it was ohserved
that in the highest educational strata, veterans had a
higher likelihood of self-employment. Appendix B also shows
that occupations with the second highest rate of self-
employment are highly skilled trades such as cabinet making,
stone cutting, and auto repair. These are again areas where
_technical skills are more important than business skills. It
is also worth noting that the tendency of veteran self~
employment to exceed non-veteran self -employment is greater
in this group than it is in the highest self-employment
class. This second highest self-employment class probably
includes more cases where technical skills learned in the

military are directly useful in civilian jobs.
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cC. ANALYSIS OF INCOME BY OCCUPATION

The analysis in the previous sections has demonstrated
that veteran status affects income. We now wish to determine
whether the income effects hold up even after controlling
for occupation differences between veterans and non-
veterans. The need to control for occupations arises because
monetary incéme is only part of the total compensation paid
to individuals. Nonpecuniary benefits are also an important
part of an individual's total compensation., Examples of
nonpecuniary benefits are prestige, pleasant working
conditions and flexible hours, There are also differences
betwaen occupations in nonpecuniary disadvantages which
include risks of injury, job related health hazards and
risk of unemployment.

Tt is likely that these nonpecuniary benefits and costs
are associated with occupation income levels. Occupations
that have above average nonpecuniary benefits are likely to
nave below average incomes. Occupations with above average
nonpecuniary costs are likely to have above average income,
Therefore,:by grouping cccupations by average income we are
likely to group cccupations that are more homogeneous in

terms of nonpecuniary benefits and costs.

1, Analysis of Income from Self-Employment



Veterans Premium (in decimals) from 5
War Perio

Cecupation
Sel f-Employment
Income
Strata Vietnam
1 N
1 -.38 ~.55%
(.23> (.26)
2 = 09* =-.13*
(.04) (.05)
3 _QDA -p07
(.06 (.06)
4 L0013 -.13
(.11) (.12)
5 009 #15*
(.06) (.07)
Notes:

Table VII-7

al f-employment Income
d for White Males

Between

T NT

-10 —a 11
(.28) (.32)
-.04 —.11%
(.24) (.057)
‘_-08 --Oﬁ
(.07) (.07)
~. 18 -.12
(.13) (,15)
- 14% -.10
(.06) (.07)

Forea

-.06
(.30)

- 12%
(.06}

-.11
(.07)

-.30

(.17)

-.04
(.10}

1. Strata are based on occupation self-employment income:
percentile; Strata 2, 2]1-34th percentile;

Strata &, 51-78th percentile; Strata

2, Premium in Hourly earnings.
3. Premium in Annual Earnings.
Standard errors in parenthesis

* - gignificant at .03 level
#* - gignificant at .01 level

Strata 3,
5, 79-100th percentile.

NI

-.10
{.31)

-.18%
{.07)

.07
(.08)

-.29
(.19)

.07
(.11)

LA K e

in Qccupation Strata by

WWIL

= 17
(.30}

(.05)

~.boz

{.06)

(.18)

-.19
(.12)

Strata 1, 0-2

Oth

35-50th percentile;

-.41
(.34)

.008
(.07)

-.07
(.07}

.21
(.22

_-33*
(.14}

TOTAL P.21
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Table VII-7 contains the analysis of self-employment
income for five income groups, classified according to the
average self-employment income of all (self-employed)
individuals in each occupation. The groups were constructed
so that if each individual earned the occupational average
income, group one would contain men'earning up to the 20th
percentile of income; group two would contain the next 14
percentiles; group three, the next 16 percentiles; group
four, the next 18 percentiles and group five, the last 32
percentiles, The entries in Table VII-7 show the percentage
increase or decrease in income that can be attributed to
being a veteran, controlling for time on the job and not
controlling for time on the job, In no case is the effaect of
veterans status positive and statistically significant. 1In
the overwhelming majority of groups in Table VII-7, the
effect of veterans status is to reduce self-employment
jincome, However, in most cases the effects are-not
statistically significant. 8Since the effects in the groups
are generally smaller than the effects for all groups
combined shown in the previous sections, it appears that
some of the difference between veteran and non-veteran
income is related to occupation. As in the earlier analysis
of all groups combined (in Sections II and III) not holding
constant time on the job magnifies the effect of veteran

status. We conclude that even after controlling for
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occupational choice, veterans are still slightly less

successful at self-employment than non-veterans.

2. Income from Wages

Tables VII-8 and VII-9 show the veteran's premium for
groupings of men by wage income, for whites and nonwhites
respectively. The percentile breakdowns are as follows -
group one is 0-15 percent, twe is 16-30 percent, three is
31-45 percent, four is 46-55 percent, five is 56-70 percent,
and six is 71-100 percent.

Table VII-8 indicates a clear pattern, common to all
wars. Premiums to veteran status are large for the lowest
two income groups, and decline to insignificance as one goes
to the higher income groups. This supports the hypothesis
that military training gives the greatest wage premiums for
jobs at the lowest level of income (e.g. high school
dropouts) and only a marginal premium at the higher levels
of income.

An interesting break with previous patterns is the
effect of the time variables for income group one in Table
viI-B, In previous analyses of wage income, veterans were
revealed to work longer hours than non-veterans. Therefore,
the effect of veteran status on annual income was larger
than its effect on hourly income. However, in group one, the
opposite is true. The veterans premium is higher for hourly

income indicating that veterans work shorter periods per
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Table VII-8
Veterans' Premium (in decimals) from Wage Income in Occupation Strata by War Period fo
White Male=s
Occupation
Wage Income
Strata . Vietnam Betwaen Korea WWII
'I‘2 NT3 T : KT T NT T NT
1 159% .07 - 0%k .04 « 19%% .096 o 138 «10%
(.03) (.039) (.04) (,05) (.04) (.06) (.04) (.05)
2  20%k 31k . 09% « 18 %k + 0% o 1243 . 09% . 129
(.,02) (.03) (.03) (.04) (.03) (.04) (.03 (.04)
3 021 037 .03 »065% .05 7% 07 037
(.0l6) (.02) (.02) (.027) (,028) (.037) (.03) (.034)
4 L06%E L 065% 025 .04 .006 .02 .5 .04
5 .16 002 -.01 =03 003 -,03 -.012 -.0l6
(.01) (.02) (.01) (.02) (.02) (.02) {.025) (.037)
6 L0026 =,007 0065 =,013 013 015 -.002 002
{.01) (.012) (.012) (,015) (.015) (.02) (.02) (.03)
Notes:

i. Strata 1: 0-15 percentiles, strata 2: 16-36 percentiles, strata 3: 37-45 percentile
strata 4: 46-55 percentiles, strata 5: 56-70 percentiles, strats 6: 71-100
percentiles.

Standard errors in parenthesis
#gignificant at ,05 level
w¥gignificant at .0l level





