ADDENDUM - Shortcomings of the Goals II Target-
Setting Procedure

I. Introduction

In the course of the final compliance reviews the
reviewing teams discovered many instances of inter-
mediate targets which were thought inadequate
or even quite unreasonably low, as well as instances
of radical changes in targets from year to year,

For example, at one establishment of an operating
company, the black male target in AAJC 9 (semi-“
skilled outside crafts) dropped from 28%.1/ in

1976 to 2% in 1977; in another establlshment of the
Same company, the black male target.in AAJC 9 dropped
from 18% in 1976 to 4% in 1977. The Goals II
target-setting procedure yielded these 1977 targets
even though at the first establishment the black

male ultimate goal in AAJC 9 was 17% and the black
male representation in that AAJC at the beginning

of 1977 was 5%; at the second establishment the black
male ultimate goal in AAJC 9 was 12% and the black
male representation in that AAJC at the beginning

of 1977 was 5%. These targets were thus not merely
inadequate to promote the accelerated glimination

of underutilization zﬁabvwaswthe prxmﬁfy purpose SE
"~ of the Consent ‘Decree, but' wére belbw' the ‘fates

of movement that ¢ould be expected in a non*dlscrih-
inatory situation even w1thout a decree. .

1/ Since the references to actual and hypothetzcal
Intermediate targets and related numerical data
ate presented here solely for illustrative purposesf
such numbers will be rounded off to the nearest:
percentage point except in instances where 601ng S0 -

‘would yield a clearly erroneous result. The rounding

will not affect the the illustrative value of
the material presented and should enhance the
readability of this somewhat complex document.
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There are two disturbing ramifications of such,
in our view, unreasonably low targets even beyond
the fact that they do nothing to promote the
primary purpose of the Decree. First, there exists
the danger that in more or less subtle ways the
targets will act as a ceiling on movement of the
targeted groups (even below normal non-discrimi-
atory movement rates), if only by causing a compamy's
higher management to relax its monitoring .of the
selection process once a target is achieved. Second,
the Decree provides that the Bell System companies
may continue to use their tests as long as targets
are achieved. In situations of the unreasonably
low targets under discussion, the.Bell System has
achieved insulation for its tests while giving nothing
in return. 2/

In any event, the situations of these very
low targets for black males in AAJC 9 at these
and other establishments of the same company, as
well as a number of similar or related situations
at other companies, caused the reviewers to
carefully study the target-setting mechanism of
the Model Affirmative Action Program as it in
fact operated at the companies reviewed. That
study indicated that, even accepting the underlving

2/ A reviewing team travelled to one establishment
Targely because it noted that the establishment met, but
did not exceed, its low targets for black males

in AAJC 9 in 1977 and the first guarter of 1978.

It found, for example, that of 33 vromotions going
to males in 1977, black males received none (the
black male target having been achieved through
hires), even though black males constituted a
substantial proportion of the male vool. The
company explained this as a result of the fact

that all three of the eligible black males who

bid on openings in AAJC 9 in 1977 were disqualified
by tests.




principle of the target-setting procedure (i.e.,
that promotional targets should be based on normal
movement patterns), the target-setting mechanism
was subject to at least four shortcomings, some

of which actually caused that underlying principle
to be defeated.

We emphasize that we do not regard these
shortcomings in the target-setting procedure to
reflect on the Bell System's good faith in ful-
filling its obligations of establishing a program
for the accelerated advancement of the under-
utilized groups nor at all to bear on its compliance
with the terms of the Decree. Indeed, to the extent
that there is any culpability connected with the
fact that these shortcomings were permitted to exist
throughout the term of the Decree, it primarily
belongs to the government plaintiffs. They could
have discovered these shortcomings at a time when
their correction might have been negotiated and
a more precise mechanism put into effect for a
significant part of the six-vear term of the
Decree. However, because of the fact that this
Decree and its target-setting procedure or varts
thereof have been adopted as models for decrees
and affirmative action programs in similar con-
texts, we believe it is important to set forth,
on the public record, the failings of that
procedure. ’ :

Before proceeding to the discussion of these
problems, we believe it appropriate to note
certain factors which played into the failure to
discern these problems at an earlier date. We
do so not to exculpate the government plaintiffs
for failings to make a timely discovery of these
problems, but because we believe it is important
to demonstrate the various factors which may affect
the ways a decree of this nature is monitored.




First of all, when the initial compliance reviews
were conducted in 1974, there was the widespread
failure to meet targets throughout much of the

Bell System which made necessary the entry of

the Supplemental Order. The fact that so mamny
targets were being missed would tend to cause

less attention to be directed to the adequacy of

the targets. More importantly, however, during

the period between the initial review and the sub-
sequent period of negotiations which culminated

in the Supplemental Order and certain other specific
alterations of the target-setting procedure, there
were simply no instances of the unreasonably low
targets, such as those cited above, which might make
evident the fact that the targets which the vprocedure
yielded warranted its severe scriutiny. This was so
because, through 1976, most Bell System operating
companies had in effect as an adjunct to the regular
target-setting procedure a mechanism called "the.
Four Checks." Without belaboring its more complex
aspects, the critical feature of the Four Checks

was a mechanism for profile maintenance whereby
targets arrived at through the normal vrocedure

were adjusted to prevent an underutilized group

from becoming more underutilized at the end of a
year than it was at the beginning of the vyear.

The procedure was initially instituted unilaterallv
by the Bell System in 1973 and 1974 3/ because

it regarded its obligation under the Decree as

not merely to meet targets but also to see that

3/ Two of the Four Checks were put into effect
In 1973 and two in 1974. The critical feature
was put into effect in 1973.




it actually made progress in increasing the repre-
sentation of underutilized groups. The Four Checks
had a variety of ramifications depending on the
situation. Most germane to the subject under dis-
cussion is the fact that the mechanism would almost
never permit a target to be below an underutilized
group's existing representation in an AAJC. 4/
Thus, while the Four Checks system was in effect,
there were no undeniable instances of the unreason-
ably low targets such as were discussed at vage 1,
suora, to make evident the fact that the target-
setting procedure required a thorough reappraisal.

4/ "For example, if an underutilized group's

current representation in the subject AAJC was 8%
and the normal target-setting mechanism yielded

a target of 4%, the target would vrobably be adjusted
to something slightly in excess of 8% (depending

on the expected growth and expected losses). The
above example suggests that while the Four Checks
would prevent a target from dropping below the
current representation, it would have little effect
in terms of increasing targets which, although above
the current representation, were nevertheless
insufficient to promote accelerated elimination of
underutilization. 1In the cases of AAJC's where
numerous opportunities were projected, this would

be true. However, in an AAJC in which negligible
opportunities were expected, an underutilized

group which was expected to lose a disproportionate
number of employees might get a very high target.
For example, if only two opportunities were exvected
and a varticular underutilized group was expected

to lose one employee while all other groups lost
none, the group's target might be as high as 50%.
The impact of the procedure in such a case would
nevertheless appear to be essentially inconseguential
since only two opportunities were to be allocated.
However, if the projection of opportunities proved
to be underestimated, even grossly so, the group
would still be allocated 50% of all the opportunities
irrespective of the total. This ineguity was one

of the reasons that the Four Checks mechanism was
abandoned.




The Bell System eliminated the Four Checks
from the target-setting procedure after 1976. It
did so because of certain inequities caused by the
mechanism (see footnote 4) as well as the fact that
it was uncertain as to the propriety of its imple-
menting a procedure inevitably disadvantaging cer-
tain employees which was not dictated by the Decree.
It advised representatives of the Government Coordi-
nating Committee that it was abandoning the procedure,
and no objection was raised. 5/ Only with the
elimination of the Four CheckS were the situations
which we noted above possible. Although, as shown
below, these dramatic declines in targets were not
specifically results of elimination of the Four Checks
but rather of a pooling change, the overation of the
Four Checks would have mitigated the effect of that
change to the point of obscuring the extent to which
the target-setting procedure can yield almost
absurdly low targets.

II. Illustration of the Shortcomings of the Target-
Setting Mechanism.

The Flow Chart for the target-setting procedure
is attached as an Exhibit to this Addendum. It is
complex, but essentially self-explanatory. It is
important for the subsequent discussion to bear in
mind the following facts. An intermediate target
is the proportion of opportunities which will be
allocated to gualified members of targeted groups.

3/ Nor do we now believe that the Bell System
acted improperly in abandoning the Four Checks.
We do, however, believe it would be desirable for

similar decrees to have a similar procedure which
would at least prevent targets from falling below
existing profiles.



Although it may be achieved by amy combination of
hires and promotions, the target is derived by a
combination of a projected promotional allocation
and a projected hiring allocation for a targeted
group, with each such projected allocation weighted
according to the proportion of opportunities which,
at the beginning of each year, it is projected

that promotions and hires shall account for. 1In
most instances, the projected promotional allocation
will be the most significant, if not sole, deter-
minant of the intermediate target for AAJC's above
entry level, since only in expanding companies

will many hires be projected in those AAJC's.

The composition of the relevant employee pool will
be the most significant element in the determination
of the projected promotional allocation. 6/

A, The Absence of a Mechanism for Weighting the
Influence of the Various AAJC's in a Relevant
Employee Pool in Determining the Various Race/
Sex/Ethnic Groups' Representation in the Pool.

The most evident problem with the target-
setting procedure arises from the fact that there
is no mechanism for weighting the influence of
the various AAJC's in the relevant employee pool
for another AAJC in determining each race/sex/
ethnic group's representation in the pool. 1In the
reviews, a variety of methods were found for determin-
ing which AAJC's should be included in a relevant
employee pool for another AAJC. Some of these

6/ 1t should also be kept in mind that there is
a ceiling on projected promotional allocations of
one and one-half times a group's ultimate goal.

A number of the actual and hypothetical projected
promotional allocations that will be contrasted
in the subsegquent discussion will have been sub-
stantially reduced because of this limitation.
Thus, absent the limitation, the contrasts would
be more striking. However, since the end result,
as affected by the limitation, is the relevant
consideration, the figures will always be presented
as so limited.




methods permitted aberrational movements to be the
basis for a very consequential pooling change. Of
greater significance, however, is the fact that all
methods permitted a particularly large AAJC's
composition to have an influence in the determina-
tion of the composition of the pool substantially
disproportionate to the amount of the promotional
movement it provided.

For example, the first situation referred to
at the outset in which the intermediate target for
black males in AAJC 9 at an establishment declined
from 28% in 1976 to 2% in 1977 occurred primarily
because, in 1977, AAJC 14, the overator classification,
was brought into the pool for AAJC 9. 7/ This
change in the pooling structure caused such a radical
decline in the target because AAJC 14 was both very
large and overwhelmingly female. 8/ Accordingly,
the black male representation in the pool dropped
from 20% in 1976 to 2% in 1977 because the pool .
had suddenly become almost entirely (95%) female.

77" This was not the only change in the pool for
AAJC 9. 1In 1976, the pool had included AAJC's 8
(skilled services), 10 (semi-skilled inside crafts),
and 15 (services); in 1977, it became AAJC's 8

and 14; and in 1978, the pool became AAJC's 10 and
14 when AAJC 8 was redistributed (see Repre-
scription Memorandum, §2). However, it is the
inclusion of AAJC 14 in the pool which is the
significant factor, and with which the subsegquent
discussion is primarily concerned.

8/ At that establishment AAJC 14 was over 95%
fTemale and was more than 20 times the size of
AAJC 8, the only other AAJC in the pool.




We cannot take issue with the inclusion of
AAJC 14 in the pool for AAJC 9. It was based
on the fact that 40% of the promotional movement
(company -wide) into AAJC 9 in 1976 came from AAJC 14.
Its inclusion in the pool was therefore consistent
with accepted practice under the Decree. However,
it' is an obvious shortcoming of the target-setting
procedure that on the basis of its providing 40%
of the promotional movement into AAJC 9, AAJC 14
became 96% of the pool and that, consequentlv,
AAJC 14's composition became, in effect, the vool's
composition. A weighting mechanism in the target-
setting procedure would have both corrected this
anomaly and eliminated the vroblem of the unreason-
ably low black male target. Using a logical weighting
sy stem, and assuming that the other 60% of the move-
ment came from AAJC 8 (the other AAJC in the pool), 9/
the weighted black male composition of the relevant
employee pool would have been 22% 10/ instead of-
the 2% unweighted composition which was actually
used for setting the target. The vrojected
promotional allocation (and, accordingly, the
intermediate target, no hires having been vrojected)
would have been 25% (one and one-~half times the
black male ultimate goal of 16.9% having operated as
a ceiling), rather than the 2% it actually was.

One other example of an instance where weighting
is clearly called for is appropriate here because
it involves a situation in which it might erron-
eously be thought that there is an irreconcilable

9/ While such an assumption 1is undoubtedly not
completely accurate, its use here is acceotable
for illustrative purposes.

10/ Black males constituted 37.1% of AAJC 8 and 0.2%
of AAJC 14. The following formula was used:
.370 x .60 = ,223
002 x .40 = ,001
: .224




conflict between providing reasonable targets for both
minorities and females in a Decree of this nature.
Specifically, some companies included only AAJC's

9 (semi-skilled outside crafts) and 10 (semi-skilled
inside crafts) in the pools for AAJC 7 (skilled
inside crafts), as in the ATsT model, and conse-
guently had higher minority male targets but lower
female targets than the companies which also included
any of the predominantly female AAJC's 11-14 in the
pool. For example, in 1978 at one establishment of
such a company, the total female target for AAJC 7
was 12% while the black male target was 19% (one

and one-half times ultimate goal). If AAJC 11
(skilled clerical) had been included in the pool

(as was the case at some companies), let us say on
the basis of providing 20% of the promotional .
movement, the estimated total female target would have
been 57% and the estimated black male target would
have been 14%. Under the existing system the comvany
is presented with the difficult guestion of how much
movement from AAJC 11 is necessary in order to warrant
its inclusion in the pool, and anyone attempting to
appraise the resulting targets would have some.
difficulty in determining which would be the more
desirable. 1In fact, both sets of targets are
substantially deficient in the sense that neither

is in fact significantly related to actual movement
vatterns. In the first situation, AAJC 9 (which

is 14% black male and 2% female) exercises a very
predominant influence on the targets because it

is much larger (592 compared to 196) than AAJC 10
(which is 36% black male and 30% female). This is

so even though AAJC 10 (semi-skilled inside crafts),
because it is the most logical pool for AAJC 7
(skilled inside crafts), will often provide up to

50% of the promotional movement. In the second
situation AAJC 11, which is 96% female and 1%

black male, because of its size (1061), exercises

a much greater influence than the 20% movement

it provides would warrant.

10




The evident solution to these situations is
a weighting mechanism. In the first situation,
assuming a 50% movement from each of AAJC's 9 and 10,
the total female target would be 32% and the black
male target would be 19% (one and one-half times
ultimate goal having operated as a ceiling). 1In
the second situation, assuming 20% movement from
AAJC 11, 40% from AAJC 9 and 40% from AAJC 10,
the total female target would be 48% and the black
male target would still be the maximum 19%. Such
targets not only bear a relationship to actual move-
ment patterns in accord with the underlying prin-
ciple of the Decree, but no marginal decision respecting
the inclusion of a particular AAJC in a pool signi-
ficantly disadvantages one underutilized group
while it benefits another.

B. The Procedure's Failure to Take Into Account
the Fact That in the Outside Crafts the Composition
of the Relevant Employee Pools Will in Many
Cases not Reflect Actual Movement Patterns.

A second problem with the target-setting pro-
cedure which played a role in causing the unreason-
ably low black male targets for AAJC 9 cited on
page 1 is related to the problem of the absence
of a weighting mechanism in that both arise from
the fact that the representations of the various
groups in the pool for AAJC 9 often do not actually
reflect the movement patterns of those groups.
Specifically, the problem is that the target-setting
procedure uses the minority male composition of the -
overwhelmingly female pool for the purpose of deter-
mining the minority male projected promotional

allocation for AAJC 9 without taking into account the fact

that, in actual practice, the female proportion of
opportunities will seldom exceed 28.5%. This 28.5%
limitation on actual female movement occurs because
the maximum female target is 28.5% (one and one-half
times the female ultimate goal of 19.0% in outside
crafts) and because the limited number of interested

11




and competitively qualified females in the pool
makes it necessary to use overrides even to meet
this figure; hence, 28.5% is rarely significantly
exceeded. Thus, although males will therefore
assuredly receive 71.5% of the opportunities,

the minority male targets will be based on the
minority male group's very small proportion of the
total pool (gég., 2% for black males in 1977 at

the first establishment cited on page 1), even
though they are a very substantial proportion of

the male pool (e.g., 38% for black males at the
cited establishment in 1977) which will receive that
71.5% of the total promotions. ll/ The failing

of this method is demonstrated By the fact that,

in the 1977 situation under discussion, for example,
white males, while only 3% of the relevant employee
pool, are on the intermediate target revorts projected
for 69% of the promotions because the white males
column receives the residue of the 100% after i
all other groups are targeted. Neither the figure
which appears as the projected promotional allocation
under the white males column nor that which appears
as the white males' intermediate target itself

is actually a target in the sense that amything

is to be done to achieve it. However, the ways

these figures are arrived at does highlight the
failing of the existing system.

ll/ As 1indicated earlier, both the croblem under
discussion and the weighting problem discussed
earlier stem from the fact that the existing

sy stem does not base promotional allocations on actual
movement patterns. Thus, the weighting of the
pools would, to some extent, alleviate the problem
presently under discussion, since it would cause
those pools to be more reflective of the actual
movement vatterns. However, it would not alleviate
this problem entirely. For example, the weighting
of the pools at the establishment discussed

above would still leave women constituting 50%

of the relevant employee vool, although thev were
to receive only 28.5% of the opportunities.

12




A method which would not merely be fairer, but
also much more in keeping with the underlying principle
of the target-setting procedure that promotional
allocations should be based on normal movement
patterns, would be to base the black male promo-
tional allocation of 71.5% of the total promotions on
the black male composition of the male pool which
will get this 71.5%. Under such a method, the black
male promotional allocation would have been more than
25% of the 71.5% of the total promotions which were
projected for males, or more than 17% of the total
of all promotions, rather than the 2% share of the
total of all promotions they were targeted for under
the existing method. 12/

cC. The Anomaly of the Multiplier.

The third problem with the target-setting pro-
cedure also involves the determination of a group's
projected promotional allocation. It is the most
fundamental shortcoming of the procedure, although
possibly the least evident. Specifically, it is
that there is no supportable rationale for the for-
mula for determining the multiplier.

As indicated in the Exhibit, a preliminary step
in determining the promotional allocation entails
dividing the targeted group's current representation
in the subject AAJC by the lower of the group's
representation in the relevant employee pool (R.E.P.%)
or its ultimate goal (U.A.%). If the resultant
ratio is from 0% to 50%, the multiplier is two;
if the ratio is from 51% to 79%, the multiplier
is one and one-half; if the ratio is 80% or over,
the multiplier is one. That multiplier is then

12/ As a rule, the problem discussed above concerned
only AAJC 9, since only that AAJC had both the
overwhelmingly female pool and the effective 28.5%
limitation on female movement. The same problem
would exist in AAJC 6 to the extent that the female
composition of the pool exceeded 28.5%. However,
this was seldom the case since most companies
included only AAJC 9 in the pool for AAJC 6.

13
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applied to the lower of R.E.P.% or the U.A.&%.

The product is then compared to one and one-half times
U.A.%, with the smaller figure becoming the projected
promotional allocation for the targeted group.

Applying the multiplier to the lower of R.E.P.%
or U.A.% is perfectly reasonable. Use of R.E.P.%
when it is lower is consistent with the underlvying
movement-from-within philosophy of the target-
setting procedure; use of U.A.% when it is lower
is a reasonable method of preventing targets for any
particular group from becoming exorbitant. 13/
However, there is no supportable rationale consistent
with the underlying ohilosophy of the Decree for
the use of the lower of R.E.P.% or U.A.% in the
ratio for determining the multiplier.

The reasonable method of determining the mul-
tiplier which would be in accord with the vhilo-
sophy of the target-setting mechanism and the purpose
of the Decree would be to compare the group's
current representation in the subject classification
with the group's U.A.% (ultimate goal). The resultant
ratio would then be indicative of how far the group
has to go to reach parity and, accordingly, how
substantial should be the target. Comparison with
the R.E.P.% (representation in the relevant
employee pool), on the other hand, does not relate
in any way to the matter of how far a group has to
go. Indeed, it is difficult to perceive how the
use of R.E.P.% got into the determination of the
multiplier in the first place. It does have the
look of being another instance of deference to the
promote-from-within philosophy of the procedure.
However, that philosophy is fully served by the
mechanism whereby the multiplier is applied to

13/ The policy of preventing exorbitant targets is
also reasonably effectuated by the one and one-half
times U.A.% limitation on promotional allocations.

14



R.E.P. % when lower than U.A.%; the ratio of the
current representation to R.E.P% has no real bearing
on this or any other rationale of the target-setting
procedure. 14/

More significant than the analysis of under-
lying philosophies, however, is the simple fact of
how the procedure works in practice. For, quite
anomalously, when a group's representation in
the relevant employee pool is very low, the multi-
plier tends also to be low; when it is high, the
multiplier tends to be high. Both of the situations
of the radical reduction in black male targets
referred to on page 1 were influenced by this phen-
omenon; however, a hypothetical example in which one
and one-half times ultimate goal does not act as
a ceiling on projected promotional allocations
is more illustrative. Assume a situation where a

14/ It might be argued that the size of the multiplier
1s intended .to be provortional to the severity of

the discrimination the targets are intended to remedy
and that the relationship of the group's existing
profile to the profile of the pool does reflect

the extent of. the discrimination. This might

be true with some decrees which are directed

simply to the correction of discrete discrimination
in promotions. However, the philosophy of the decree
in this case is that there has been discrimination

at each step in the process which is to be corrected
by , optimally, achieving an ultimate goal that is

the group's representation in a subject AAJC that
would have been the case had there been no discrimi-
nation at any stage in the process. Accordingly,
that argument is not apposite to this situation.

15



group's current representation in a subject AAJC is
4% and its ultimate goal is 15%. If its representa-
tion in the relevant employee pool is 10%, the
resultant ratio being less than 50%, the multiplier
would be two and the projected promotional allocation
20%. Now assume the same situation except that,
because of a pooling change, the group's representa-
tion in the pool is only 2%. The group still has

as far to go to get to its ultimate goal, and, if

any thing, needs a greater multiplier than before
since the R.E.P.% to which the multiplier will be
applied is so low. However, because the group's
current representation in the subject AAJC is even
greater than its R.E.P. %, the multiplier is only

one and the resultant projected promotional allocation
is only 2%. 15/

15/ Discussion Of this problem has elicited the
suggestion that use of R.E.P.% (when lower than U.A.§%)
in the ratio for determining the multiplier is based

on a practical consideration of the difficulty of
finding sufficient qualified persons for a high target
when the group's representation in the ool is very low.
However, the problem of finding gqualified persons

in the pool is the same whether the target is

some multiple of a low representation in a pool or

some multiple of a high representation in a pool.

16




. Thus, in a more rational vrocedure the
multiplier should always be determined on the
basis of the ratio of the grouv's current repre-
sentation in the subject AAJC to its ultimate
goal, whether that ultimate goal is higher or
lower than the group's representation in the
relevant employee pool.

D. The Dangers of Erroneous Hiring Projections.

As indicated earlier, a group's intermediate
target is a combination of its projected alloca-
tion of promotions and its projected allocation
of hires weighted according to the oroportion
of opportunities projected to be filled by each
method. This projection (hereinafter simoly
referred to as the hiring projection) may have
a significant impact on targets whenever a groupv's
projected promotional allocation and projected
hiring allocation (which, as a rule, is one and
one-~half times its ultimate goal) vary sub-
stantially. 16/ Nevertheless, the intermediate
target so determined (which may be achieved by
any combination of hires and promotions) remains
in effect throughout the year even though the
projection of the proportion of opportunities
to be filled by each method may prove to be
erroneous.

16/ For example, a group with a projected pro-
motional allocation of 4% and a projected hiring
allocation of 22% would have an intermediate
target of 13% if 50% of the opportunities

were projected for hires and a 4% intermediate
target if 0% of the opportunities were vrojected
for hires.

17



The danger of this method was pointedly
illustrated in 1978 at the two establishments
referred to on page 1. At one of these establish-
ments, no hires were projected for AAJC 9 and,
accordingly, the black male promotional share
0of 3% also became the intermediate target.

As of the end of the third gquarter of 1978,

of 192 opportunities at that establishment,
117, or 60%, were filled by hires. Black males
received 13 (7%) of these opportunities,

7 more than the 6 the 3% intermediate target
would have reguired. 1If the 60% proportion

of the opportunities to be filled by hires had
been correctly projected, the black male inter-
mediate target would have been 16.5% which
would have required that black males receive 32
opportunities, 19 more than the 13 actually
received and 26 more than were required by the
actual target. At the other establishment,

the conseguence of an erroneous projection

was less dramatic but not inconseguential.
There 30% of the opportunities were projected
for hires; this projection yielded a 7.6%

black male target (based on a 3.1% promotional
allocation and an 18% hiring allocation). As
of the end of the third guarter, there-were

185 opportunities at that establishment of which
126 (68%) were filled by hires. Black males
received 15 (8%) of the opportunities, one more
than the 14 their intermediate target recuired.
If the 68% hiring figure had been correctly
projected, black males would have had an inter-
mediate target of 13.3% which would have
required that black males receive 25 opportunities,
10 more than they actually received and 11 more
than could have been counted on.

18



There are three reasons why the target-
setting procedure should provide a mechanism
for adjusting targets when it becomes clear
that a hiring projection having a significant
effect on targets was erroneous. The first
is‘'that, as a matter of general principle,
a deviation from the underlying philosovhy
of the target-setting procedure should be avoided.

The second reason is that the current system
offers opportunities for manipulation of the
targets whenever there is a significant differ-
ence between the promotional allocation and the
hiring allocation. The danger of such manipula-
tion is even greater when the projection is made
at the establishment level, although that is clearly
the level at which such oro:ectlons can most
reasonably be made. 17/

The third reason a mechanism for adjusting
erroneous projections is necessary is that,
even when projections are honestly attempted,
the fact that they will often be erroneous 18/
has a tendency to diminish, rather than 1ncrease,
opportunities for minority grouvs. This is so,
even though, at first glance, it might appear
that the results of erroneous hiring projections
(which, if honestly made, should be too high
as often as they are too low) would even out.

17/ Although both the above situations caused
us serious concern, we determined that it
would not be appropriate to assert either
situation as a violation of the Decree.

18/ There is no doubt that the hiring projection

1s an extremely difficult overation involving
numerous speculations.
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For hiring projections tend to be too low in
vears in which there is substantial unexpected
growth, and too high in years when there is less
growth than expected, since the need to resort

to hires is a function of the extent of the growth
(as it exhausts the internal pools). Thus,
targets tend to be too low in years when there

are relatively many opportunities to be distri-
buted and too high in years in which there are
fewer opportunities to be distributed. 19/

The net, long-run effect therefore will be that
substantially fewer targeted groups receive
opportunities as a result of erroneous projections.

19/ For example, iIn the second situation des-
cribed above, if there had been only 50 oppor-
tunities and consequently no need to resort

to hires, the black male intermediate target
should have been (on the basis of a correct hiring
projection) 3.1% rather than the 7.6% it actually
was. However, the difference in the number of
opportunities the two targets would have yielded
would have been 2 rather than the difference of

11 that occurred in the situation of the erroneous
underestimation of hires that actually transpired.
Moreover, since black males evidently could

move at a rate in excess of 7.6% even without
overrides, whether the 7.6% of 3.1% target was
used would have made no difference.
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We would not, however, recommend the
replacement of the system of merging hiring and pro-
motional allocations into a single intermediate
target with separate targets for hires and promotions.
Although such a course would be the simplest
method of remedying the above situation, it
would have two undesirable effects. First,
it would unduly impair the companies' flexibility
in filling a particular vacancy by hire or
promotion as circumstances warrant. Second, it
would increase the so-called "fractional oppor-
tunity " problem whereby the number of actual
opportunities times the intermediate target often
will not equal 0.5, in which case the targeted
group is not entitled to an opportunity. 20/

We believe there are a variety of means by
which an erroneous hiring projection can be
adjusted. One possibility would be the quarterly
or semi-annual revision of targets whenever the
projection is proven substantially in error,
with the new target applied to the remainder
of the year and deficiencies assessed for the
elapsed part of the year on the basis of the
revised intermediate target. While this, or
other possibilities that might be explored,
will no doubt further complicate an already
complicated procedure, we believe that the figures

20/ The more groupings and targets there are,
the greater will be the possibility that there
will be insufficient opportunities in a category
to require a targeted movement. This was the
reason that so many establishments were merged
during the term of the Decree.
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cited in the foregoing text make evident that
such a system should be adopted unless clearly
technically infeasible.

III. Conclusion

We do not believe that correction of the
above problems in the Goals II target-setting
procedure will resolve all the difficulties
entailed with a decree of this nature. However,
we believe that it is important that our exper-
ience with the operation of such a decree
over a six-year period be made part of the
public record in order that certain of the
pitfalls which were encountered may be avoided in
subsequent documents of this nature.
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