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The projected surplus of new Ph.D. econo-
mists entering the academic labor market in the
late 1960°s and beyond® has caused a number
of economists to become concerned about the
prospects of academic employment for econo-
mists. While the changing market conditions
have already caused a slowdown in the rise of
academic economists’ salaries and an increase in
reported unernpioyment,2 for most new econo-
mists, the deteriorating conditions in the aca-
demic labor market will result in greater job
dissatisfaction rather than unemployment.
Many who aspire to academic posts will be
forced “to take less attractive positions in
government and indusiry, or teaching posts in

lower education for which they are ill-

prepared.””®

In this paper we present a simple model
explaining the allocation of new Ph.D. econo-
mists in the academic labor market and empir-
fcally test that model for the period 1960-1974.
It is hoped that our analysis will shed some
light on the operation of the academic labor
market and on the recent decline in the status
of the market for new Ph.Ds. We proceed as
follows. In Section I a formal model of the
hiring process in the academic labor market is
developed and the data sources and specific
variables used in the empirical analysis are
described. In the following Section, several
¢quations are estimated by ordinary least

*The former is an Associate Professor of Economics
at the University of Houston, the latter is a graduate
student in economics at UCLA. We are very grateful
to Harold Coward, Jr. and Bih-Shya Chen for their
help ir data collection.
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squares and lopit regression analysis and the
résults are interpreted. Section III summarizes
our findings.

L A Model of the Academic Labor Market
for New Ph.D. Economists

Before constructing the model, it will be
useful to have a general impression of the labor
market under consideration. In general, the
dominant pattern is for most new Ph.D.’s to
find positions in departments of somewhat
lower prestige than that of their graduate
program. This “downstream” pattern is clearly
shown in Table 1 which summarizes the alloca-
tion of new Ph.D.’s from the quality Tevel of
their degree granting program (row) to their
initial placement at academic institutions of
varying quality of Ph.D. programs and to other
non-Ph.D. granting academic institutions (col-
umn).*  For example, of the 1605 total
academic placements made by Level I programs,
34 percent were employed at other Level [
graduate programs. In addition, of the 600
total new Ph.D. graduates employed by Leve] I
programs, 90 percent received their degrees
from Level I institutions while only 1 percent
came from non-rated programs. Clearly, grad-
uates from the Level I institutions dominate
placementsin the 45 ACE “rated” departments.
Approximately 73 percent of those employed
by the “rated” departments during this period
came from Level I graduate programs. Finally,
the largest single academic employer of non-
Level I Ph.D’s is the Other Academic category
consisting primarily of undergraduate institu-
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TABLE 1. Academic Placement Distribution by Quality Rating of
Ph.D. Granting and Hiring Institutions: 1960-1974
Degre? i¥i OIher. Toral
Gmntir;g f:;;;;irian Level f Leyvel IT Level HI Non-Rated Academic o)
Institution o
N= 540 158 183 258 4;2 . ?00.0
Lovel | Row % 34.0 10.0 11.6 16.0 32.0 oo
Column % 96.0 60.0 53.0 1:2.0 229. st
N= 40 85 54 o e
Lovel Row % 7.0 15.0 10.0 27.0 16.0 o
Column % 7.0 31.0 220 lgg.{) 239. 494.
= 2 17
Level I Ro}:% l2.0 3.0 14.0 22.0 533 lﬁllgg
Column % 2.0 6.0 19.0 16.0 431. 689.
N= 8 10 41 159 T o
Non-Rated Row % 1.0 2.0 6.0 23.0 , 20.0
Column 72 1.0 3.0 12.0 23.0 320 .
‘ 455 3349
= 270 345 679 1
loyed e e 44,0 100.0
Tmal(?;lllfn?r!: Row % 18.0 8.0 10.0 1388 B 1000
gomls Column % 100.0 100.0 100.0 .
eve.

tions. It is the task of this papt'er ‘a:nd our modeﬂ
to explain the existence of this downstr;;n};
patternin the academic placement of new Ph.D.
ists. o
ec&?[;o;n;;ieve that Thurow’s “job-compe’.ntlon
model is the most appropriate for analyzing the
operation of the academic 1abor‘ mz-trl'<et for new
Ph.D’sS Under that model, mdmdga}s com-
pete for jobs based on background quahﬁcatlon;
instead of competing against each other bas;
on wages. Recent studies of the nonprof it
sectors of the economy by Newhouse, Feld‘stemE
and Freeman have stressed that the qua%lty of
services offered and the general reputan-on 0
the institution are important ele?ments in the
non-profit decisionmaker’s ma)_nmand‘, or daét
least serve as constraints on his maximand.
According to Freeman, studen.ts., faculty, sub-
sidizers, and university deleslonmakers. are1
highly concerned with the quahty‘of educatloﬂaf
inputs and outputs and the importance 1to
quality in intellectual matt.ers ma}c‘es _facu- y
quality the key market vanable.. University
departments use the average quality of depart-

ments rather than profits as the maximand and

the quality of appointments, gene.ra]ly n‘ot_ t.he
number, as the proxy variable” in the hiring
decision.” Although we are primarily concerne_d
with non-wage allocating mechanisms in this
study, a conventional reduced form wage equa-
tion also will be estimated for the readers
benefit.

In a job-competition model, two sets n?f
factors determine an individual’s placement in
the academic marketplace. One set of .f.aCtO'IS
determines an individual's relative position in
the labor queue; another set of factors deter.-
mines the actual distribution of job opportuni-
ties in the economy. Workers are distribut.ed
across job opportunities based on their relative
position in the labor queue. The most preferred
workers get the best jobs.®

But on what basis are new PhD.s to be
ranked? In general, academic departments fan].(
prospective job candidates on the basis of their
potential quality in research, teaching, and other
university functions. Different departments
may place different weights on each o.f these
job functions. Since the costs r.ec.lmred to
identify quality differentials in individuals are
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substantial, departments may adopt -easily

measurable hiring criteria that are believed to

have some relevance to job performance.

During the period under consideration, literally

hundreds of new Ph.D. economists entered the

academic labor market each year, and many
other recently graduated economists attempted
to find new employment. Since it is prohibi-
tively expensive to screen all candidates, de-
partments are forced to limit their intensive
search to a reasonable size pool of candidates
that are considered recruitable and of poten-
tially high quality. For some departments this
may mean interviewing only graduates from the
most prestigious programs; while others, be-
cause of their own innate weaknesses, may
search exclusively among the graduates of re-
gionally located or relatively weak graduate
programs. In our empirical analysis three sepa-
rate, but closely related measures of the relative
quality of academic institutions are available.
For Ph.D. programs, the 1969 Roose and An-
derson American Council on Education (ACE)
quality of faculty rating or Moore’s (1973) pub-
lication rating of graduate faculities can be

used.® Undergraduate institutions have been
rated by Gourman.'® Since we are concerned

in this study with individuals from Ph.D. pro-

grams not covered by the ACE survey and by

the quality of hiring institutions, many of

which do not have Ph.D. PrOgrams, we con-

structed a new ordinal quality rating system

called Moore and Newman (M & N). Generally
speaking, the M & N rating system is created by
splicing the Moore publication ratings of Ph.D.
programs with the Gourman undergraduate
ratings.!!

Unfortunately, using the reputation of the
individual’s degree awarding department as a
quality proxy “provides the basis for discrimi-
nation, since job applicants then become viewed
as members of classes of potential employees
rather than as individuals, per se.”** Moreover,
even more subjective elements may enter the
labor queue and serve as the basis for discrimi-

nation. K departments discriminate against
candidates on the basis of sex or age, women
and older Ph.D.’s will find themselves lower in
the labor market queue than their academic
credentials would warrant.”®  Although hiring
departments may honestly believe that sex and
age are related to expected performarnce, the
end result js still discrimination since candidates
are lumped into different classes. Institutions
may be hesitant fo hire women in general be-
cause of the potential oss of professional activi-
ties associated with child rearing and other
family obligations, even though individual fe-
male candidates may have no marital or family
obligations or plans. To test for the influence
of these factors, we included a continuous age
variable and a zero-one dummy variable having
the value of one for females and zero for males
in our model.

Several other factors are considered to have
an influence on a department’s attitude toward
specific candidates. We used a dummy variable
taking the value of one if the individuals re-
ported any publications (PUB) in the AEA
Handbook prior to their first position and zero
otherwise. Of course, this variable is posited to
have a positive influence on the institutions
demand for the individual's setvices. A second
dummy variable having the value of one if 'the
individual is retained by his own department
(RETENTION) and zero otherwise is included
on the grounds that the information possessed
about one’s own doctorates is superior to that
provided to other programs.!*  Finally, the
average number of Ph.D.s awarded by the indi-
vidual’s graduate program for each year (SIZE)
is used as an additional measure of quality.
Cartter in his 1964 ACE ratings of graduate
programs noted a strong positive correlation be-

“tween the size and quality of programs.'® Fur-

thermore, a large number of ex-students scat-
tered across the country aids placements
through the informal labor market communica-
tion channels.®

Since we have argued that departments are
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more concerned with the quality than the cost
of new faculty, no salary variable is included in
our model of the demand for labor, which can
be summarized in the following general equa-
tion:

D =D (M&Ng, SEX, AGE, PUB, RETEN, SIZE)
(1)

where D refers to the institution’s demand for
the services of the individual, and the other
variables are identified above. In this specifica-
tion, new Ph.D.s are selected on the basis of
background characteristics which are believed
to be indicators of potential academic quality.

Unlike Thurow, who assumed that workers
seck jobs with the highest real incomes,'” we
accept the conventional theory of labor supply;
that workers attempt to maximize “net advan-
tages” rather than income in their choice of
occupations and employment. The evidence
suggests that nonpecuniary factors play a sub-
stantial role in the employment decisions of
economists. Historically, about two-thirds of
alf Ph.D. economists have been employed in
education despite the fact that, in general,
salaries are higher for such employees in non-
acadermic careers.'® For many years, sociolo-
gists have argued that “the prime motivation of
those entering the academic profession is usu-
ally not financiat gain,”'® and that “an institu-
tion’s attractiveness to a candidate is deter-
mined by what it can offer him in the way of
prestige, security, or authority.”*"

These sentiments have been echoed recently
by Niland, who contends that “within fairly
broad limits, a new Ph.D. can be expected to
seek out his first job at the best university of-
fering him employment.”* Not only is such
a choice likely to be ego satisfying, but Johnson
and Stafford have shown that such investments
in human capital yield substantial benefits to
economists over their lifetimes.? To capture
this influence, we included the M&Ny quality
rating of the hiring institution in our supply
equation.

A number of other factors are expected to
enter the candidate’s utility function. As a
measure of locational preference, we added a
dummy variable taking the value of one, if the
initial placement was in the same census region
as the institution awarding their bachelors de-
gree, and zero, otherwise. This variable
(HOME) is interpreted to represent a “homing”
instinet which has a positive infiuence on the
candidate’s willingness to offer his services. It
should be noted that the RETENTION variable
in our demand equation may have a similar
supply interpretation.

In general, we expect new Ph.D.s to prefer
positions with higher rank and greater tenure
prospects.  For this reason, several other
dummy variables are added to the supply equa-
tion. A value of one is given individuals receiv-
ing initial appointments at the rank of associate
or full professor (RANK) and zero otherwise
for one variable. For the other, a value of one
is accorded to a research (RESEARCH) or other
non-department appointment and zero other-
wise. Since the category assistant professor is
omitted from the regressions, we anticipate a
positive sign on the associate variable and a
negative coefficient on the research variable.

The existence of a Ph.D. program is posited
to have a positive influence on the candidate’s
desire to join 2 department. Ph.D. programs
have a litile added prestige in the profession
and new Ph.D.s, who are largely trained to do
research, are expected to be attracted to such
programs because of the implied interest in re-
search activities and support facilities: Again, a
dummy variable (Ph.D.) having a value of one
if such a program exists and zero otherwise is
used in our supply equation.

Although SEX and AGE variable are placed
in the demand equation, these factors also may
influence supply preferences. Married females
may be less mobile than males to the extent
that they restrict their employment opportuni-
ties to the geographic area in which their hus-
bands work. Also, older Ph.D.s may have dif-
ferent job interests from younger Ph.D.s. For
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example older Ph.D.s may be reticent to invest
further in their human capital by accepting
ppsitions al prestigious institutions with rela-
tively poor tenure prospects. Therefore, our
SEX and AGE variables, identified above are
included in our supply equation.

Finally, job candidates are expected to be in-
fluenced by costs as well as preferences in their
search for employment. As a rough measure of
search costs,® we adopted Galloway’s distance
measure of the number of regional barriers
.cros-sed between the hiring and degree granting
institutions (DIST).**  Thus, using the nine
census regions, the distance variable ranges from
zero to six with the maximum value represent-
ing the distance between New England and the
Ifaciﬁc region. As a consequence of the na-
tional and regional meetings and the associated
employment exchanges, it is not clear how im-
portant geographic distance may be in academic
placements. 1If any, we expect this variable to
ha\t'e a negative influence on supply preferences,
This concludes our discussion of the supply
jfactors, which can be summarized in the follow-
ing general equation.

§=5(M&Ny, HOME, RANK, RESEARCH,
PH.D., SEX, AGE, DIST)  (2)

where § refers to the candidates willingness to
offer his services to an institution and all of the
other terms have heen defined above.

Even given a labor queue and the supply
preferences of individual candidates, however
there is still the problem of determining the,
actual distribution of job opportunities. As
Thurow explains, *. .. the labor queue deter-
mines a group’s relative position in the distribu-
tion of job opportunities but it does not de-
termine the shape of the job distribution.”?s
The best jobs go to the best workers, etc., but
the shape of the job opportunities distribution
need not be similar to that of the labor queue.
“An equal group of laborers . . . might be dis-
tributed across a relatively unequal distribution
of job opportunities.”* In other words, in the

job-competition model the labor market clears
each period, but the average quality of the job
ojbtained or the average quality of the candidate
h,}red depends on the aggregate market con-
ditions. In periods of labor scarcity, hiring will
extend farther and farther down the Iazbor
queue; whereas, if there are an inadequate num-
ber of positions, those at the bottom of the
labor queue will be forced to accept lower
quality academic positions or seek non-aca-

- demic positions. To account for this factor, we

" added a zero-one dummy variable for each year
to our reduced form equations estimated in the
next section.

II. Empirical Resufts?”

Before looking at the empirical results, it will
be useful to understand exactly what it is we
are estimating. Whether or not 2 particular
individual is hired by a department is the out-
come of two distinct events: first, whether the
individual wants to work for that department:
the second, whether that department acceptsj
him. Variables which affect the first event are
supply factors, while variables which affect the
second are demand factors. Formally:

Prob. (being hired) = Prob. (accepted by
department | wants to work for the department)
X Prob. (wants to work for the department)

or, in abbreviated notation:
Py=Py-Py 3

Since the data do not indicate which persons
attempted to work for any particular depart-
ment and failed, it is impossible to identify the
der-nand and supply schedules. We can only
estimate their product, P, as a function of all
the variables affecting either P, or Py. The
estimated coefficients can be interpreted in the
following way. Let X stand for any variable
fantering the regression equation for Pg. Then
its estimated coefficient will be:

3

ar aP
=P 5t @



TABLE 2. Regression Resuits On Economists Academic Placements, 1960-1974

- I
Dep. Variables M&Ng(16-20) M&Np{16-20) M&Np(10-20) M&Np(16-20) M&N%Jj'a 20) Szz(;;‘y
) 2 3) ) 5) a
* - # ~-.045% -.051=* -.
i -.051% —.622* 048 . ~ C
g‘gw‘;?names (-18.39 (—12.09) {—-18.19) - 13.{')702; ( 1_23;% ( 9;5;?
0007 -079 ~.0456 ik - ’
SLX (.024€) (-.257) (1.66) (.1325;* ( .5(?26;* (1:;15;*
L028* .242% 008 . . T
DISTANCE (3.58) (3.02) (_'5555:. (2.513; (—2331; ( '.243
-.012 068 it . ) .
o (—.484) (.257) {=.23D) .307) (-.949 (1.3.98%*
HOME ’ 135% 370 -.039 .182% .081 (13. "~
' : - 99 (3.17) (1.17) .
RETENTION o Coone G Gwes e
("‘3.43) {—3.59) (—4.34) {(—3.36) (-1.58) ( L2‘84()J
AGE - -007 -.324 016 -.039 037 . .
~.190) -.374) (491) 797 730) (_3.322
RANE . 028 -.463 - (047 .949 -.045 ’.746)
RESTARCH 489 o0 Cioor o e ioles
J121# R . .
4.37) (4.61) (15.67) (4.47) (2.55)* (4185()}*
e b31* 298* .0248% .037% 028 8. o
(11.64) (9.20) (9.94) (8.90) (7.88) (l 8
SteE l186* 70 -,0025 167* -0l6 . ;
1961 (2.,24) (1.13) (.032) {2.08) (-.479) PUB (2.$7i
086 -.237 -.021 096 : (1.'19)
1962 (1.013) (—=.275) (-.268) (1.17) B (1
0322 -826 -.038 0009 B 't__176)
1963 (.273) {-.938) {-.515) (;0132 - g
002 -.246 -~ 0065 - 1096 - Ceh)
1964 (,003) (—.308) (.088) - ; B P
031 -,083 ~.054 01 - 119
1965 (,408) —.111) -.777) 170 B e
-.071 -.938 ~.049 -.107 - ot
1966 (—.962) -L2D —.709) ' (-1.49) - e
-.057 =716 —-,199% _".081 - o5
1967 (-.790) (—-1.05) (—2.98) & 1.16)* B s
~.125 -1.70* -.127 “.112' - (2.'80)
1968 (-1.674) (—2.20) (-1.83) -2.34) - oL
-, 118 -1.923*% -.174% - . 5,00
1969 {-1.58) (=243 (—2.51}. - o1 s
-.154% -1.962% -,250% — - ::312) o
1970 217 270 -3.78) . — E fovt s
-,176 ~2.096* -, 256% — - .510) s
1971 (—2.46) {-2.88) (—3.84) — . o) e
=075 -1.145 -, 135% - (1. - (2..82)
1972 (—1.008) (~1.52) (—1.96) - .002 o
=137 -2.009* -.123 — ( 626) 5
1973 (~1.88) (-2.64) (-1.80) — . ) e
-063 -1.141 -.168* - (1. o b
1974 {—.808) (—1.46) ("2.312; 46-3 .345 .09
487 1.279 -, g .
(4.94) (1.13) -7.73) (4.10) (.74 (ll.gg;
ggnsmm ‘474 592 531 376 2.604
p ) 325 351 .
318 .
.}SVtandard Bt g;f 921 911 465 458 921

“*[ndicates statistical significance at

.05 os higher on the experiment cne- or two-tailed test.
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In equation (4), the first term is the depart-
ment’s response. When candidates differ in this
respect (i.e., when 8P, /3X is non-zero) we may
call it discrimination or departmental prefer-
ence. The second term reflects the candidate’s
preferences, and not departmental discrimina-
tion. The data will not distinguish between the
two, but in some cases priori considerations
may lead us to believe that one or the other
derivative is zero. In such cases the coefficient
will be easy to interpret. In other instances,
a priori considerations may suggest that the
derivatives have the opposite signs. In these
cases, the estimated coefficient may indicate
which term dominates.

The above reasoning suggests an equation to
explain departmental hiring of the following
general reduced form:

Py = F(M&Ng, SEX, AGE, PUB, RETEN,
SIZE, M&N,;, HOME, RANK, RESEARCH,
PH.D.,DIST) (5)

Being hired is inherently a qualitative phenom-
enon. The variable H can take on only the
values of 1 (for candidates hired) and 0 (for
candidates not hired). Regressions to predict
such a binary variable are estimates of the con-
ditional probability of the left-hand variable
(#), given the right-hand variables:

Py=EUIX)=F(X),oc U=F(X)+e

The simplest model for estimating such an
equation is the linear probability model
where F(X) is a linear function. This has the
computational advantage of yielding a linear
regression, and the expository advantage of
giving coefficients with obvious interpreta-
tions.?

Several variations of equation (5) were esti-
mated using the linear probability model and
the results are reported in Table 2. In column -
2 the dependent variable has a value of one if
the individual was hired by a department having
a M&Ng quality rating of 16 to 20 and zero
otherwise. In column 4 the dependent variable

has a value of one if the individual was hired by
a department having a M&Ny quality rating of
10 to 20 and zero otherwise. Both of these
equations cover the period 1960-1974 and in
general, tell the same story,

To avoid problems of multicollinearity, we
have combined the M&N¢ and M&N,; variables
into a single variable representing the down-
stream effect in academic placements (M&N -
M&Ny = DOWN). In both equations, the
DOWN coefficient is highly significant®**® and
‘negative, implying that, ceteris paribus, the
greater the differential in quality ratings be-
tween the awarding and hiring departments the
smaller the probability of the individual being
hired. Each increase of the differential by one
unit lowers the probability of the candidate
being hired by a top department (M&N = 16
to 20) by .051.

The mean downstream placement for the
1960-1974 period was 4.069. Perhaps, some
example movements would be useful in under-
standing this effect. On average, a new Ph.D.
from a M&Ny 20-rated department (Cal.,
Berkeley, Harvard, MIT and Yale) is expected

to take his first academic position at a M&N,
16 rated department (Georgia Tech., Haverford,
lowa State, Oberlin and Rochester); new Ph.D.s
from this level program are expected to take
positions at M&Ny; 12 rated departments (Cal.,
San Diego, Hawaii, Kansas State, and Pitts-
burgh) and graduates from these programs are
likely to accept positions in M&N 8 rated de-
partments (Cal., Riverside, Catholic Un., Ken-
tucky, Binghamton and Qklahoma State),
Although the sex variable is not significant,
the AGE variable clearly indicates that older
new Ph.D s are less likely to be employed in the
higher rated departments. Because AGE can

_influence supply as well as demand choices, we

make no claims that departments discriminate
against older job candidates on the basis of age.
Our findings are consistent with but not proof
of that hypothesis.

The HOME, RANK, and RESEARCH vari-
ables failed to attain statistical significance in
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our equations, and the significant positive coef-
ficietit on the DISTANCE variable remains puz-
zling to the authors. An anonymous referee
has sugpested that individual tastes and prefer-
ence toward the different regions may have
caused the cost interpretation of this factor to
be untenable. A professor on the East Coast
(North) might find the West Coast much more
attractive than the South, even though the latter
is geographically much closer. Also, some states
within the various regions may be more attrac-
tive to job candidates than others. Although
each of these points raises doubts on the pure
cost interpretation of the Distance variable, we
are still unsure as to the specific reasons why a
greater distance between the candidate and‘t_he
hiring institution should increase the probability
of the individual being hired. )

The RETENTION variable is highly signifi-
cant in the first (16-20) equation but not in the
second (10-20) equation. This, of course, sug-
gests that the top rated programs are far more
likely to retain their own Ph.D.s than are lesser
rated programs. Why not? They have better
information on their own graduates and there
is little reason g priori to believe they can re-
cruit better candidates from other programs.

The PHD and SIZE coefficients are highly
significant and positive as anticipated. We in-
terpret the PHD coefficient to mean the_mt' Ph.D.
programs had a .121 greater probfiblhty of
hiring a given candidate, ceferis panbus,‘t_han
did a non-Ph.D. program. The SIZE coefficient
reflects a demand phenomenon. The size ‘of
graduate programs is positively correlated with
its perceived quality in questionnaire surveys
and graduates from larger programs are apt to
have better contacts in the academic labor
market.

The pattern of coefficients on the year
dummy variables confirms the fact that new
Ph.D.s had a more difficult time finding aca-
demic positions in the late 1960’s and early
1970’s. This is especially true for graduates
outside the top graduate programs. The co-
efficients tend to have larger negative values in

these years and are significant more often in
the M&Ny 10-20 sample than in the M&Ny
16-20 sample.

Overall, the model explains 48 and 60 percent
of the variance in the hirings of department.s
rated 16-20 and 10-20, respectively. This is
quite high for individual cross-section observa-
tions. Nevertheless, to test the accuracy and
reliability of the estimates in Columns 2 and 4,
we reestimated the equation for the M&Ng
16-20 sample using a logit model.3! The results
presented in Column 3 of Table 2 are reassur-
ing. All of the coefficients that are sigmﬁca.nt
in the OLS equation (Column 2) also are sig-
nificant in the logit equation (Column 3) except
for the RETENTION and a few YEAR vari-
ables,

As a further check on our basic model, we
subdivided the period into two parts, 1960~
1968 and 1969-1974, and reestimated the
model. In Column 5 of Table 2 the model is
estimated for the M&Ng 16-20 sample over
the period 1960 to 1968. The size, sign, a'nd
significance of the coefficients in this equatloln
are virtually identical to those reporied in
Column (2) for the 1960 to 1974 period and
the R? = 5817 is slightly higher. Notice, also,
the highly significant negative coefficient. on
the 1968 year dummy variable in this equatu-m.
This year apparently marks the turning point
when the university job market swung sharply

downward after having been on the upgrade for

a decade. In Column (6) the same model is

estimated for the period 1969 to 1974. Ap-

parently, the academic labor market stabilized
at a new lower level in terms of the quality of
new Ph.D. placements after 1968, None of the
year dummy variables recorded coefficients sig-
nificantly different from the 1969 reference
year variable. Clearly, the analysis of the YEAR

coefficients in the Column (2), (5), and (6)

equations suggests that a fundamental char}ge

in the University job market occurred during
the 1968-1969 period.

Although the results of the basic model for
the 1960-1968 equation (Column 5) and the
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1969-1975 equation (Column 6) are basically
the same, there are a few significant differencey.
The RETENTION and AGE variables failed to
atain statistical significance in the latter equa-
tion. This suggests that hiring institutions were
less likely to hire their own graduates in the
relatively glutted academic labor markets of the
fate 1960’s and early 1970%s. Also, it appears
that age has become a less important discrimi-
nating factor in recent years. Surprisingly, the
zero-one dummy varigble PUB having a value of
one if the respondent reported publications
prior to first job and zero otherwise is not
statistically significant, We had anticipated that
this factor might become more important under
surplus labor market conditions. Its lack of
significance, however, may be due to our failure
to consider the quality of such publications,
rather than the existence of publications, per se,
Thus far, we have concentrated on the job-
competition model and have ignored salary con-
siderations on the grounds that departments are
more concerned with the quality than the costs
of new Ph.D.s. However, if we add a salary
variable to our supply and demand equations
both, a conventional neoclassical reduced-form
wage equation can be estimated.’® Unfor-
tunately, no data on the salaries of new Ph.Ds
by department is available. We are forced to
rely on the average salaries paid assistant pro-
fessors by university reported in the Bulletin of
the American Association of University Pro-
fessors. This is undesirable for several reasons.
First, it is unknown to what extent economists
salaries are correlated with university salaries.
Second, average salaries paid assistant professors
could vary significantly from beginning salaries
if' time in rank varies sysiematically between
universities. Finally, given the rough nature of
the salary data, we transformed it into ordinal
values. For each year, the salary figures were
grouped into eighteen categories of $500 inter-
vals with each university accorded a salary
rating of one fo eighteen according to the
average salaries paid assistant professors. This
transformation into relative salaries allowed us

to group the observations over time (1960-
1974) without deflating the salary figures for
each year.

Although we do not have great confidence in
our salary variable, the reduced form salary
equation from our model is estimated by OLS
and reported in column (7) of Table 1. There
are relatively few surprises in that equation,
The DOWN coefficient is negative and signifi-
cant indicating that, the greater the quality dif-
ferential between the degree granting depart-
mient and the hiring department, the lower the
salaty received. Individuals who are fortunate
enough to be retained by their graduate pro-
grams receive more pay than those who obtain
positions elsewhere.

The significant negative AGE coefficient in-
dicates, ceferis paribus, that older new Ph.D.’s
are not as well compensated as more youthful
Ph.D’s. The RANK coefficient is positive and
significant largely because we assumed that
higher ranks were accorded higher pay levels
In our salary calculations.

The significant positive coefficient on the
Ph.D. dummy variable confirms the widely held
betief that Ph.D. programs pay higher salaries
than non-Ph.D. programs. Finally, the SIZE
quality variable suggests that candidates from
the larger graduate programs are favorably com-
pensated either because of their perceived
superiority or superior market contacts,

The YEAR coefficients in the salary equation
are not discussed because there is reason to be-
lieve our construction of the ordinal salary
variable may have biased these variables. We
made no attempt to deflate the nominal salary
figures despite the rising price levels over the
period. -

M. Summary and Conclusions

The dominant pattern in the academic labor
market is for most new Ph.D.s to find initial
employment in departments of somewhat lower
prestige than that of their graduate program.
In an attempt to explain this “downstream”



148

pattern in academic placements. We developed
a simple model of the hiring process in the aca-
demic labor market along the lines of Thurow’s
job-competition model. Next, using ordinary
least squares regression analysis and logit tech-
niques, several equations were estimated to test
the validity of our model and its stability over
time. We found that a number of background
characteristics of the individuals such as age,
and the quality and size of their graduate pro-
grams, play an important role in their initial
academic placements. Also, top rated depart-
ments, at least in the early 1960’s, recruited
their own doctorates more frequently than
other departments, probably because they have
superior information about them and perhaps
because they are unlikely to recruit better else-
where in relatively tight labor markets,

Further, our analysis shows a marked de-
terioration in the academic labor market for
new Ph.D. economists in the late 1960°s and
early 1970’s. Since 1968, new Ph.D.s have had
a more difficult time finding academic posi-
tions. The pattern of coefficients on the year
dummy variables clearly shows a fundamental
difference in the University job market between
the period of 1960 to 1968 and the period
1969 to 1973. Although the decline has been
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greatest for graduates outside the top graduate
programs, our analysis indicates that this latter
group has been significantly affected as well.
As a result of the bumping process along the
labor queue, probably only a small percent of
the very best graduates have been left un-
affected by the market downturn. The decline
in the academic labor market has forced large
numbers of new Ph.D.s to seek non-academic
employment. According to figures taken from
the AFEA Handbook, the total academic place-
ments as a percentage of the Ph.Ds conferred
in economics declined from 46.2 percent in
1967 to only 35.8 percent in 1973. Just as
Alan Cartter, quoted in the intreduction to this
paper, predicted, many who aspired to aca-
demic posts were forced “to take less attractive
positions in government and industry, or teach-
ing posts in lower education for which they are
il-prepared.”® Moreover, as Cartter further
noted the situation is likely to become con-
siderably worse before it gets better. After
1978, the 18-21 age group will shrink by nearly
20 percent over the following decade. Clearly
there is little reason for optimism with respect
to the academic labor market in the foreseeable

future,
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