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Abstract: 

While social scientists have devoted significant effort to understanding racial economic 

inequalities, surprisingly little work has examined inequalities in how Black and White workers 

recover from job loss. Racial inequalities after job loss have not been systematically examined 

since the mid-1990s, leaving open questions about how economic restructuring and business 

cycle fluctuations have shaped racial inequalities in post-displacement outcomes. What is more, 

extant research on racial inequalities in post-displacement outcomes has focused on inequalities 

among men. I use data from the 1984-2020 Displaced Workers Supplement to the Current 

Population Survey to offer the first historical accounting of racial inequalities in earnings 

changes after job displacement since the mid-1990s. I demonstrate that racial inequalities in 

earnings losses narrow from the 1980s through the 1990s before remaining relatively stable 

through the mid-2000s. However, racial inequalities in post-displacement outcomes increased 

substantially during the Great Recession. This trend is mostly limited to men and is largely 

explained by a combination of Black men’s disadvantage in finding new jobs and matching to 

lower quality jobs after displacement. Further, using Heckman-corrected models, I demonstrate 

that standard OLS models substantially underestimate racial inequalities in the effect of job 

displacement on earnings among men due to racial differences in workers’ likelihood of finding a 

new job – accounting for racial differences in selection into reemployment reveals significant 

racial disparities among men in the effect of displacement on earnings during recessions in the 

early 1980s, early 1990s and the Great Recession.  
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Introduction 

Job displacement – involuntary job loss resulting from economic conditions beyond the control 

of an individual worker – is an important dimension of economic precarity that negatively affects 

workers’ short- and long-term economic wellbeing. Displaced workers experience negative 

health and psychological outcomes, lost earnings due to unemployment, and downward earnings 

and occupational mobility upon reemployment (Farber 1993; Stevens 1997; Kletzer 1998; Hall 

2005; Burgard, Brand, and House 2007; Davis and von Wachter 2011; Brand 2015). In the long-

run, job displacement can have negative scarring effects on workers’ earnings that persist for up 

to two decades (Ruhm 1991; Jacobson, LaLonde, and Sullivan 1993; Couch and Placzek 2010; 

Davis and von Wachter 2011; Schmieder, von Wachter, and Heining 2023). What is more, as the 

US economy has become increasingly characterized by instability, precarity, and inequality, job 

displacement has become more disruptive for workers’ careers: rates of reemployment, workers’ 

chances of finding full-time work, and earnings recovery after job loss have decreased 

substantially since the 1980s (Farber 2017).  

Perhaps surprisingly, even though social scientists have exerted substantial effort in 

documenting racial stratification in labor market outcomes such as earnings and employment, 

racial inequalities in job loss and recovery thereafter have received little attention. Just a few 

studies have systematically studied racial gaps in rates of job displacement. Fairlie and Kletzer 

(1996, 1998) show that Black men experience job displacement at a rate 30 percent higher than 

white men have reemployment rates 30 percent lower. Wrigley-Field and Seltzer (2020) extend 

this analysis to 2017 and document sharply rising racial gaps in job displacement in recent 

decades. Even less work has systematically documented historical changes in the racial 

patterning of recovery after displacement. Previous research has either analyzed a single survey 
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year of the Displaced Workers Supplement (DWS) to the Current Population Survey (CPS) or 

pooled observations across survey years to examine racial gaps in the length of unemployment 

spells, reemployment, and earnings post-displacement (Fairlie and Kletzer 1998; Spalter-Roth 

and Deitch 1999; Farber 2017). However, no research since Fairlie and Kletzer (1996) has 

systematically documented historical patterns of racial inequality in recovery after job 

displacement. Moreover, none of this work has examined racial inequalities in post-displacement 

outcomes by gender, despite substantial evidence that patterns of racial inequality differ 

meaningfully between men and women (McCall 2001; Mandel and Semyonov 2016). What is 

more, previous work on racial and gender inequalities after job displacement has done little to 

elaborate on the mechanisms or processes that generate such inequalities. 

Drawing on queueing models of racial and gender inequality in labor market matching 

processes (e.g. Thurow 1969; Hodge 1973; Reskin and Roos 1990; Fernandez and Mors 2008), I 

offer a simple analytical framework to understand how the consequences of job displacement 

may vary by race and gender over time. I contend that the economic costs of job displacement 

depend on the characteristics of displaced workers’ lost jobs, displaced workers’ ability to find 

new employment, and the quality of displaced workers’ new jobs. Broadly, I argue that White 

workers have more to lose from displacement due to accumulated advantages from their position 

towards the top of the labor queue – employment in higher-paying jobs, occupations, and 

industries and raises and promotions within firm internal labor markets. However, I also argue 

that racial discrimination in hiring disadvantages Black workers in the search for new, high-

quality jobs after displacement, leading Black displaced workers to endure longer bouts of 

unemployment, find reemployment at lower-quality jobs, and ultimately experience larger 

earnings losses than White workers. In line with previous work finding smaller racial earnings 
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inequalities among women than men (e.g. Kilbourne et al. 1994; Cancio et al. 1996; Mandel and 

Semyonov 2016), I anticipate that racial inequalities in the economic costs of job displacement 

will be lower among women. Through modeling the process of job displacement and recovery 

thereafter, I demonstrate how and when different forms of racial disadvantage affect racial 

inequalities by gender in post-displacement outcomes.  

Through this same analytical framework, I also argue that previous studies have likely 

underestimated the true effect of job displacement on earnings inequalities by race and gender 

because they only examine changes in earnings among displaced workers who have found new 

jobs. In reality, many displaced workers remain unemployed or exit the labor force entirely when 

post-displacement earnings are measured. These workers likely differ in meaningful ways from 

displaced workers who found new jobs, including in how displacement may have affected their 

earnings potential. Well-documented and persistent patterns of hiring discrimination (see 

Quillian et al. 2017) suggest that Black displaced workers will be less likely to find new jobs 

than otherwise similar White displaced workers. If only Black workers with especially high skills 

or potential earnings are able to find new jobs after being displaced due to hiring discrimination, 

conventional ordinary least squares (OLS) estimates of Black workers’ earnings upon 

reemployment may be upwardly biased, and consequently produce smaller estimates of racial 

inequality in the effect of displacement on earnings. 

Using data from a sample of workers displaced from full-time jobs taken from the 1984 

to 2020 waves of the Displaced Workers Supplement (DWS) to the Current Population Survey 

(CPS), I show that observed racial inequalities in earnings losses among men narrowed between 

the 1980s and 2000s before widening dramatically during the Great Recession, while such 

inequalities among women peaked during the early 1980s and persisted through most of the 
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1990s before narrowing throughout the 2000s. I find that while White workers experience large 

earnings losses from displacement because they tend to lose higher quality jobs than Black 

workers, Black workers typically have greater overall earnings losses than White workers due to 

their higher rates of reemployment in lower quality part-time jobs and in low-paying occupations 

and industries. Then, I demonstrate that standard estimates of these inequalities understate the 

true effects of displacement on earnings by race among men. After correcting for differential 

selection into reemployment, I show that job displacement has substantially larger negative 

effects on Black men’s earnings than White men’s earnings throughout the 1980s, early 1990s, 

and during the Great Recession. Racial inequalities in the effect of displacement on employment 

and employment opportunities obscure racial inequalities in the effect of displacement on 

earnings. 

 

Background 

Black-White inequality in job displacement and its consequences 

The economic costs of job displacement 

Job displacement refers to job loss that can be attributed to economic conditions beyond workers’ 

control and not tied to workers’ individual performance, including mass layoffs, plant closures, 

or employers going out of business (Brand 2015). Displacement does not include job separations 

due to firing or quits. Job displacement has attracted particular attention from social scientists 

because it reflects how employers’ business decisions, rather than employee performance or 

individual choices, affect workers’ employment insecurity. Job displacement is therefore 

important to study because it reflects a form of economic precarity that is both largely out of 
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employees’ control and has substantial negative effects on workers’ future employment and 

earnings. 

Job displacement has significant negative effects on displaced workers’ economic 

wellbeing. Displaced workers typically experience a period of unemployment after losing their 

job (Howland and Peterson 1988; Ruhm 1991; Gardner 1995; Farber 2017). On average, 

displaced workers in the DWS take about 10 to 15 weeks to find a new job after being displaced 

and only about two-thirds of workers are reemployed by the survey date, which can be up to 

three years after displacement (Farber 2017). Reemployed displaced workers typically earn less 

at their new job than at their previous job. Prior work generally suggests that short-run earnings 

losses amount to 25 to 33 percent and long-run earnings decrease by 10 to 15 percent (Ruhm 

1991; Jacobson et al. 1993; Gardner 1995; Fallick 1996; Kletzer 1998; Cha and Morgan 2010; 

Couch and Placzek 2010; Davis and von Wachter 2011; Farber 2017). However, earnings 

changes after job displacement vary considerably, with the bottom quartile of displaced workers 

losing 30 to 50 percent of their earnings and the top experiencing small losses or even modest 

gains (Schoeni and Dardia 1997; Carrington and Fallick 2017; Lachowska, Mas, and Woodbury 

2020). 

 

Racial inequalities after job displacement 

There is reason to expect that the consequences of job displacement are generally worse for 

Black workers than White workers. Cross-sectional analyses show that both the incidence and 

costs of job displacement are greater for Black workers than White workers. On average, Black 

workers experience longer spells of unemployment, lower rates of reemployment, and larger 

earnings losses following job displacement (Moore 1990; Fairlie and Kletzer 1998; Spalter-Roth 
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and Deitch 1999; Hu and Taber 2005; Farber 2017). Yet, racial inequalities in rates of job 

displacement and recovery thereafter vary substantially over time. 

By most prominent accounts, job displacement and its effect on earnings are highly 

countercyclical, reflecting broader patterns of macroeconomic and industrial restructuring 

(Kletzer 1998; Kalleberg 2009; Couch and Fairlie 2010; Davis and von Wachter 2011; Brand 

2015; Farber 2017; Couch, Fairlie, and Xu 2023; Schmieder et al. 2023). In the 1980s and early 

1990s, racial inequalities in job displacement and post-displacement outcomes were largely tied 

to how Black and White workers were distributed across jobs that were affected by to economic 

restructuring. Layoffs during the recession of the early 1980s were largely concentrated among 

blue-collar workers in industries like manufacturing and construction (Gardner 1995; Farber 

1996). Black workers experienced especially high rates of displacement in this era due to their 

relatively low education and concentration in production jobs (Fairlie and Kletzer 1996, 1998). 

The early-1990s recession spurred firms to “trim the fat” through downsizing initiatives that 

affected predominantly White, white-collar middle management positions (Cappelli 1992; 

Gardner 1995). As firms focused on leaning out, Black workers’ disadvantage in reemployment 

rates narrowed and White workers experienced greater earnings losses than Black workers 

(Gardner 1995; Fairlie and Kletzer 1996).  

Since the most recent analyses of racial inequalities in post-displacement earnings 

(Fairlie and Kletzer 1996, 1998; Spalter-Roth and Deitch 1999), the United States has since 

undergone significant economic restructuring that may well have reshaped how job displacement 

affects racial economic inequality. Employment growth has been highly polarized – employment 

grew in low-paying jobs such as retail and food service, declined in middle-paying jobs 

characterized by routine tasks like manufacturing production and clerical work, and grew 
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substantially in high-paying managerial, professional, and technical occupations (Autor, Katz, 

and Kearney 2006; Autor and Dorn 2013). At the same time, union power further diminished and 

nonstandard, contingent, and precarious employment relations became more common (Kalleberg 

2009; Western and Rosenfeld 2011). Declining employment and job quality in the middle of the 

occupational distribution had an outsized effect on Black workers, for whom employment in jobs 

such as manufacturing production or clerical work provided important economic opportunities 

that were challenging to find elsewhere (Wilson 1996; Acemoglu and Restrepo 2022). Many of 

these inequalities resulting from economic polarization came to a head during the Great 

Recession, which led to high rates of displacement, occupational downgrading into service sector 

jobs, and permanent reductions in employment in industries like manufacturing and construction 

that tend to provide relatively high quality employment to non-college-educated men, and Black 

men in particular (Farber 2017; Kalleberg and Von Wachter 2017; Rothstein 2017; Jaimovich and 

Siu 2020). All told, it is reasonable to expect that racial inequalities in post-displacement 

economic recovery grew in the 21st century. 

 

Sources of Racial Inequality in the Costs of Job Displacement 

Previous work examining racial inequalities in the effects of job displacement has either focused 

on offering qualitative historical accounts of how broad patterns of macroeconomic restructuring 

affect racial inequalities (e.g. Wilson 1996) or on producing quantitative estimates of moment-in-

time racial inequalities among displaced workers, net of differences on observables (e.g. Spalter-

Roth and Deitch 1999). However, little quantitative work has considered the mechanisms 

underlying racial inequalities in the effects of job displacement or their change over time. Fairlie 

and Kletzer (1996, 1998) offer an important starting point, using decomposition analyses to 
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demonstrate that racial inequalities in displacement rates and reemployment rates during the 

1980s and early 1990s are explained by a combination of racial differences in occupations and 

education. Yet, these analyses do not consider racial inequalities in earnings losses or how racial 

inequalities in reemployment and earnings are related to one another.  

In what follows, I draw on matching and queueing models of the labor market to develop 

an analytical framework to examine the mechanisms driving racial inequalities in the effects of 

job displacement. I model job displacement and recovery thereafter as a labor market process 

with distinct inequality-generating mechanisms at each step. Broadly, I argue that Black and 

White workers’ relative disadvantages in an historical period depend on the quality of jobs they 

lose and their ability to find new, high-quality employment after job displacement. I suggest that 

White workers generally have more to lose from job displacement due to their employment in 

higher quality jobs, while Black workers have lower chances of finding new jobs and less to gain 

from reemployment due to racial discrimination in hiring and wage offers. Unequal selection of 

Black and White workers out of unemployment and into new jobs plays an important role in 

shaping observed earnings inequalities among reemployed displaced workers. After elaborating 

the racial queueing mechanisms underlying post-displacement inequalities, I consider how these 

inequalities manifest at the intersection of race and gender. 

 

Labor market matching and racialized labor queues 

Matching models of the labor market can provide a helpful framework to understand post-

displacement inequalities. Labor markets can be described as matching processes where workers 

leverage their personal resources (e.g. general and specific skills, education, socioeconomic 

background, social capital, race, or gender) to compete for their most desired jobs and firms offer 
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wages and benefits to attract their most desired workers. Workers’ labor market chances depend 

on their personal resources, the resources of fellow jobseekers, and the set of available job 

openings (Sørensen 1977; Jovanovic 1979; Sørensen and Kalleberg 1981; Coleman 1991). 

Search costs may limit workers’ desire to search for better jobs, but it is reasonable to suggest 

that if better alternatives are available, workers would voluntarily leave their job for a new 

position. Job displacement is an involuntary separation for workers who have demonstrated a 

preference to remain at their job rather than search for or move to a new job. By severing 

workers’ connection to their preferred job, job displacement is likely to lead workers to re-sort 

into jobs with lower compensation. 

 I draw on queueing theory to consider how Black and female workers may be 

disadvantaged in this re-sorting process. Queueing theory is a useful framework to understand 

Black and female workers’ disadvantage in labor market matching processes (Hodge 1973; 

Reskin and Roos 1990; Thurow 1969; Weiss 1980). Queueing theory describes matching 

processes where firms hoping to fill a job opening rank jobseekers from their most to least 

preferred (the labor queue) and jobseekers rank jobs in a similar fashion (the jobs queue). Firms 

attempt to fill a vacancy by making offers down the labor queue until the vacancy is filled. When 

applied to racial or gender inequality, queueing theory has been used to argue that nonwhite and 

female workers’ relatively poor economic outcomes are explained by firms ranking them 

relatively low in the labor queue (Hodge 1973; Reskin and Roos 1990; Spalter-Roth and Deitch 

1999; Campero and Fernandez 2019). Net of differences between workers, racial or gender 

differences in workers’ position in the labor queue can be interpreted as discrimination by firms.  

 

Racial inequalities in earnings losses due to differences in lost jobs 
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White displaced workers likely lose higher-quality jobs than Black displaced workers. On 

average, White workers are employed in higher paying occupations and industries than Black 

workers (Tomaskovic-Devey 1993; Cotter, Hermsen, and Vanneman 2003; Huffman and Cohen 

2004; del Río and Alonso-Villar 2015). These differences in employment may be driven by 

racial inequalities in human and social capital, but they are likely also driven by employer 

discrimination (Mintz and Krymkowski 2010; Jardina et al. 2023). There is substantial evidence 

that employers rank White workers higher in the labor queue, preferring to hire White workers 

over otherwise similar Black workers (Kirschenman and Neckerman 1991; Fernandez and 

Fernandez-Mateo 2006; Pager, Western, and Bonikowski 2009; Quillian et al. 2017; Pedulla 

2020). Once hired, firms tend to allocate Black employees to more marginal positions with lower 

responsibility and less opportunity for advancement (Collins 1989, 1993; Tomaskovic-Devey et 

al. 2006; Hellerstein and Neumark 2008). White workers accumulate more firm-specific skills 

throughout their tenure with an employer due to racial favoritism in investment in human capital, 

pay raises, promotions, and other features of internal labor markets (e.g. Maume 1999; 

Tomaskovic‐Devey, Thomas, and Johnson 2005; Castilla 2008). 

White workers’ relative advantage in matching into high quality jobs and firms, as well as 

their advantage in accumulating investments in firm-specific human capital, could disadvantage 

White workers with respect to how their earnings change due to job displacement. Because 

White workers accumulate advantages from their positions at the top of the labor queue in both 

internal and external labor markets, and because investments in firm-specific capital are not 

transferable (Becker 1962; Mincer 1962), they may have more to lose when they are displaced. 

Indeed, some evidence suggests that White workers experience greater earnings loss after 

displacement due to lost firm-specific investments in human capital (Addison and Portugal 
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1989). I expect that White workers’ advantages in accumulated specific human capital (proxied 

by firm tenure), as well as characteristics of their lost job such as occupation and industry, 

disadvantage White workers, relative to Black workers, in earnings recovery after job 

displacement. 

Hypothesis 1: Differences in Black and White workers’ levels of pre-displacement 

firm tenure and job characteristics are associated with larger earnings losses for 

White workers than Black workers after they are reemployed. 

 

Lost earnings due to racial inequalities in re-sorting in the labor market 

Next, I consider how differences in the quality of new jobs obtained by displaced workers shape 

racial inequality in earnings losses from displacement. Displaced workers’ earnings losses are 

largely explained by moving into jobs that are a worse fit between worker and job (Lachowska et 

al. 2020). This is consistent with matching models of the labor market – job displacements sever 

high quality matches and workers are then left to re-sort into their next-best alternative.  

The next-best alternatives for displaced Black workers may be markedly worse than for 

White workers. Prior research has shown that employers tend to rank White workers higher in 

labor queues than Black workers, giving rise to inequality in the jobs that White and Black 

workers can access (Hodge 1973; Lieberson 1980; Reskin and Roos 1990; Eliason 1995; 

Huffman and Cohen 2004; Fernandez and Mors 2008; Kornrich 2009; McTague, Stainback, and 

Tomaskovic-Devey 2009; Campero and Fernandez 2019). Black workers on average earn less 

than otherwise similar White workers (Cancio et al. 1996; Neal and Johnson 1996; Huffman and 

Cohen 2004; Carneiro, Heckman, and Masterov 2005; Fryer, Pager, and Spenkuch 2013; Bloome 

2014; Mandel and Semyonov 2016; Bayer and Charles 2018). But, there is substantial between-
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firm variation in discrimination (Kline, Rose, and Walters 2022). Some evidence suggests that 

Black workers tend to sort into relatively non-discriminatory firms, where they are paid wages 

closer to those of similar White workers than they might be paid at other firms. Job displacement 

can sever these worker-firm matches, leading Black workers to re-sort into more discriminatory 

firms (Hu and Taber 2005). If employers rank Black workers lower in the labor queue than 

otherwise similar White workers, and Black workers are displaced from relatively non-

discriminatory firms, Black workers will experience disproportionate losses in earnings and job 

quality due to job displacement. 

Hypothesis 2: Differences in the characteristics of the jobs that Black and White 

workers sort into after being displaced disadvantage Black workers relative to 

White workers in the effect of job displacement on earnings. 

 

Reemployment after job displacement and selection bias in estimates of earnings inequality 

Standard OLS estimates of racial earnings inequalities examine differences in earnings between 

employed Black and White workers net of differences on observable pretreatment characteristics. 

I argue that OLS estimates of racial inequality in earnings losses after job displacement are likely 

to understate the true effect of displacement on racial earnings inequalities due to Black workers’ 

significant disadvantage in finding new employment after displacement. 

Black workers’ marked disadvantage in job search suggests that job displacement will 

lead to longer durations of unemployment, lower probabilities of reemployment for Black 

workers compared to White workers, and ultimately reemployment in lower quality jobs for 

Black workers who do become reemployed. In the face of labor market discrimination, Black 

jobseekers cast a wider net than White jobseekers while also experiencing lower returns to job 
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search and lower callback rates from job applications (Holzer 1987; Bertrand and Mullainathan 

2004; Pager et al. 2009; Fryer et al. 2013; Pager and Pedulla 2015; Quillian et al. 2017; Pedulla 

and Pager 2019). Discriminating employers hold Black job candidates to a higher standard on 

observable signals of productivity than White job candidates (Pager et al. 2009; Ritter and Taylor 

2011; Gaddis 2015). If discriminating employers hold Black workers to a higher standard than 

White workers when hiring, then only relatively highly skilled, high-earning Black will be hired 

after displacement. The remaining pool of unemployed Black displaced workers will then be 

relatively highly skilled compared to the pool of unemployed White displaced workers. At the 

same time, the remaining available jobs will be low quality relative to unemployed Black 

workers’ qualifications. It is likely that these workers remain unemployed at least in part because 

they cannot find a job that pays above their reservation wage. If this is the case, were they to 

become reemployed, they would experience substantial downward mobility. These selection 

dynamics would then result in upwardly biased estimates of the effects of displacement on Black 

workers’ earnings (and therefore underestimate Black workers’ disadvantage relative to White 

workers) when only examining earnings among reemployed workers. 

Hypothesis 3: Standard OLS models underestimate Black-White inequality in the 

effect job displacement on earnings due to racial differences in selection into 

reemployment. 

 

Gendered racial inequalities in the consequences of job displacement 

While a good deal of research has examined gender inequalities after job displacement (e.g. 

Maxwell and D’Amico 1986; Madden 1987; Kunze and Troske 2015; Illing et al. 2024), little 

work has considered how patterns of racial inequality in the effects of job displacement vary by 



   14 

gender. Research on the gendered patterns of racial earnings inequality finds that racial 

inequalities in earnings among women are much smaller than among men (Kilbourne et al. 1994; 

Cancio et al. 1996; Cotter, Hermsen, and Vanneman 1999; Mandel and Semyonov 2016). Women 

are less racially segregated across occupations than men (Hegewisch et al. 2010). What is more, 

declining demand for labor in manufacturing and production jobs had a much smaller effect on 

racial inequalities among women than among men (Wilson 1996; Holzer 1998; Bound and 

Holzer 2000; McCall 2001). Gendered differences in the effect of macroeconomic restructuring 

were apparent in the Great Recession, where high levels of displacement in industries such as 

manufacturing and construction led to massive upticks in unemployment among men while 

women’s unemployment rates rose much less dramatically (Hartmann, English, and Hayes 2010; 

Sahin, Song, and Hobijn 2010). 

Racial inequality in the effects of job displacement may also be lower among women 

because Black and White women’s experiences of displacement are more strongly shaped by 

their gendered role in family life than by their race. Gender differences in the employment, job 

search, and earnings effects of displacement appear to be largely driven by women’s fertility and 

childrearing choices. There is strong empirical evidence that mothers experience lower rates of 

reemployment and larger earnings losses than fathers or individuals without children 

(Frodermann and Müller 2019; Illing et al. 2024). On the other hand, it is possible that racial 

differences in family structure and Black women’s relatively high rate of single parenthood (see 

McLanahan and Percheski 2008) may drive Black women to spend less time searching and take 

lower paying jobs in order to avoid prolonged periods of unemployment. Still, because Black and 

White women tend to occupy more similar positions in the labor market and face similar 
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demands from family life, I expect to observe less racial inequality in the effects of job 

displacement on earnings among women than among men. 

 

Data and Methods 

The Displaced Workers Supplement 

This study uses data from the 1984 to 20201 waves of the Displaced Workers Supplement (DWS) 

to the Current Population Survey (CPS) obtained from IPUMS (Flood et al. 2023). The DWS 

records information from individuals who lost their job in the previous several years about their 

earnings and employment at their lost job and current job. CPS respondents 20 years and older 

who meet the criteria of a “displaced worker” are included in the sample. The definition of 

“displaced worker” varies between survey years. In order to make consistent comparisons across 

survey years, I limit the sample to the most restrictive definition, which defines displaced 

workers as respondents who lost or left a job due to layoffs or shutdowns within the past three 

years, were not self-employed, and did not expect to be recalled to work within the next six 

months. This definition has been in place since 1998 and can be applied back to previous survey 

years. I limit the sample to Black and White individuals in civilian occupations between the ages 

of 20 and 64 who lost a full-time job. In line with previous research on displaced workers, I 

focus on workers displaced from full-time jobs to exclude individuals who are only marginally 

attached to the labor force (e.g. Fairlie and Kletzer 1996, 1998; Farber 2017). I also drop 

respondents who are missing data on the analytic variables. All analyses use weights specific to 

the DWS. 

 
1 The DWS is fielded biennially in either January or February. The job displacements recorded in the 2020 DWS 

were not driven by the COVID-19 pandemic, which had a massive effect on job loss beginning in March 2020 

(Ansell and Mullins 2021). 
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Key Variables 

Dependent variables 

The main outcome variable in this study is the proportional change in respondents’ real weekly 

earnings. Real weekly earnings are standardized to year-2000 US dollars. Top-coded values are 

multiplied by 1.4, as is a standard practice in labor economics (e.g. Lemieux 2006). Following 

Farber (2017), the proportional change in real weekly earnings is calculated as: 

𝛥W =
𝑊1 − 𝑊0

𝑊0
 

  ( 1 ) 

where W refers to real weekly earnings. Subscripts 0 and 1 refer to respondents’ lost and current 

jobs, respectively. Proportional earnings changes are preferred to differences in log earnings 

because the difference in log earnings does not well approximate proportional changes in 

earnings and it can often overstate how much real earnings change, particularly in a regression 

framework where the independent variable of interest is a dummy variable (in this case, an 

indicator for race) (Halvorsen and Palmquist 1980; Blackburn 2007; Farber 2017; Petersen 

2017).  

 

Independent variables 

Race is coded using an indicator variable for if a respondent is Black. Female is coded 1 for 

female respondents. Married is coded 1 for all married respondents, regardless of if the spouse is 

present in the household. Education is coded as “less than high school”, “high school degree”, or 

“more than high school”. Analyses also control for years of tenure at the respondent’s lost job, 

potential experience (age – years of education – 6), year of job displacement, whether the 

respondent moved since displacement, and Census region fixed effects. Industry is coded using 
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US Census codes and aggregated to the 1-digit level. Heckman-corrected models model selection 

into employment using a categorical variable coded 0 if the respondent has no own children in 

the household, 1 if the respondent has any own children less than 5 years old in the household, 

and 2 if the respondent has own children all at least 5 years old in the household. 

The CPS records respondents’ occupation using US Census occupational coding 

schemes. Between 1984 and 2020, the US Census updated their occupation codes five times. 

With each change in coding schemes, some occupations disappear, some new occupations 

appear, some occupations are merged, and others are broken apart. These coding changes make it 

difficult to examine occupations over time. To address this inconsistency, I use a standardized 

occupational coding scheme developed by David Dorn (Dorn 2009; Autor and Dorn 2013) and 

subsequently used in numerous economic studies of occupations and inequality. The Dorn 

occupation codes provide a balanced panel of occupations that are consistently defined across 

US Census occupation coding schemes, allowing analysts to make consistent comparisons within 

and between occupations over time. These codes result primarily from aggregating detailed 

occupation codes. These analyses control for Dorn occupation codes aggregated to the 1-digit 

level. 

 

Analytic approach 

Time periods 

For each set of analyses, respondents are divided into eight time periods corresponding to 

periods of economic recession and expansion in the US (1980-1982, 1983-1989, 1990-1991, 

1992-2000, 2001, 2002-2007, 2008-2009, 2010-2020). These periods follow business cycle 

dating provided by the National Bureau of Economic Research (NBER 2024). 
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Decomposition of racial inequality in change in earnings 

Hypotheses 1 and 2 predict that while White workers are disadvantaged by their pre-

displacement job characteristics, Black workers are disadvantaged by the quality of jobs they sort 

into after displacement. I examine the extent to which racial differences in the jobs workers are 

displaced from versus the jobs they re-sort into explain racial inequalities in the effect of 

displacement on earnings. I conduct a Kitagawa-Oaxaca-Blinder decomposition (Kitagawa 1955; 

Blinder 1973; Oaxaca 1973) of the Black-White gap in earnings change. Following Neumark 

(1988), I estimate the decomposition as follows: 

∆𝑊𝑊 − ∆𝑊𝐵 = [�̅�𝑊 − �̅�𝐵]𝛽∗ + [�̅�𝑊(𝛽𝑊 − 𝛽∗) + �̅�𝐵(𝛽∗ − 𝛽𝐵)] ( 2 ) 

where ΔW represents proportional changes in weekly earnings between lost and current jobs and 

its superscripts W and B refer to White and Black. �̅�𝑊 and �̅�𝐵 refer to race-specific average 

characteristics. 𝛽𝑊  and 𝛽𝐵  refer to race-specific coefficients and 𝛽∗ refers to coefficients from a 

pooled model. I use coefficients from a pooled model as the reference coefficient because 

discrimination can affect how both White and Black workers are treated in the labor market. The 

decompositions are estimated net of year of job loss fixed effects. Separate decompositions are 

run for men and women in each period. 

The first component of the decomposition is the “explained” component. It describes how 

racial differences in average characteristics such as job tenure, occupation, or industry affect 

racial inequality in how earnings change after job displacement. The second component 

describes how racial differences in coefficients contribute to differences in outcomes. This 

second component is the “unexplained” component and is often interpreted as evidence of 

discrimination. 
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Earnings regressions 

To assess Hypothesis 3, I examine how estimates of Black-White inequality in the effect of job 

displacement on earnings differ between standard OLS models and models that correct for 

selection into reemployment. First, I follow standard approaches to modeling earnings 

inequalities following job displacement by regressing proportional earnings changes ΔW on 

Black and a set of covariates 𝑋: 

𝛥W𝑖 = 𝛽0 + 𝛽1(Black𝑖) + 𝑋𝛾 + 𝜖𝑖  ( 3 ) 
 

I first run a naïve regression model that only controls for year of job displacement. Then I add 

additional covariates including marital status, education, potential experience, tenure at lost job, 

occupation and industry of lost job, whether the respondent moved since losing their job, and 

Census region fixed effects. I run separate models in each period for men and women.  

 Estimates of β1 from the naïve model reflect racial inequality in earnings losses from job 

displacement among individuals who lost their job in the same year. Estimates of β1 from the 

model with added covariates describe racial inequality in earnings losses, net of differences on 

pre-displacement characteristics. Differences between estimates from the naïve and added-

covariates models reflect the extent to which differences on pre-displacement characteristics 

affect racial inequality in earnings losses among reemployed displaced workers. 

Hypothesis 3 predicts that estimates of Black workers’ disadvantage relative to White 

workers (β1) are upwardly biased due to differential patterns of selection into reemployment. To 

test this hypothesis, I estimate another set of models that use a Heckman correction (Heckman 

1979) to address bias stemming from missing data on earnings for respondents who are 

unemployed at the time of the survey. Hypothesis 3 is supported if Heckman-corrected estimates 
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of the Black-White gap in earnings losses from displacement are more negative than standard 

OLS estimates. 

 The Heckman correction requires modeling selection into employment using at least one 

variable that predicts employment (relevance) but does not directly affect earnings (exclusion 

restriction). Selection is modeled using a categorical variable that denotes whether a respondent 

has no children in the household, has at least one child in the household less than five years old, 

or has children in the household who are all older than five. Number and age of children are 

commonly used to model selection into employment in Heckman-style models (e.g. Heckman 

1974; Angrist and Evans 1998). The number of children in the household, particularly young 

children, changes the value of and demands on parents’ time and consequently their decision 

regarding labor market participation. At the same time, number of children is unlikely to have an 

effect on firms’ wage offers, and therefore serves as a valid instrument satisfying the exclusion 

restriction. The Heckman correction, instrument validity, and first-stage coefficients and 

diagnostics are presented in Appendix 1. Appendix 2 presents a set of models examining racial 

inequalities in the probability of reemployment and in the duration of job search in order to 

assess the underlying claim that Black displaced workers are disadvantaged in reemployment 

relative to otherwise similar White displaced workers. 

 

Results 

Descriptive Statistics 

Unweighted descriptive statistics from the DWS samples in each period are presented in Table 1. 

The sample is about 11 percent Black and 40 percent female, with more Black and female 

respondents in more recent years. The percentage of displaced workers who were married 
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declined from 62 percent in the early 1980s to 53 percent in the 2010s. Average educational 

attainment among displaced workers rose substantially since the 1980s, as did average potential 

labor market experience and firm tenure at workers’ lost jobs. Rates of reemployment are 

strongly countercyclical, sitting between 53 and 59 percent during recessionary periods and 

rising to 65 to 70 percent during expansionary periods. Earnings losses follow a similar pattern. 

The average proportional change in earnings among workers displaced during recessions ranges 

from -10 percent (1980 to 1982) to -14 percent (2008-2009). During expansionary periods, the 

average change in proportional earnings is smaller and ranges from -2 percent (2010 to 2020) to -

6 percent (1983 to 1989). 

[[Table 1 about here]] 

 Figure 1 shows trends in proportional changes in earnings among displaced workers by 

race and gender. Black men experience earnings losses about 4 percentage points smaller than 

White men in the early 1980s, earnings losses about 6 percentage points larger through the rest of 

the 1980s, and very similar earnings losses through 2001. In the mid-2000s, White men’s 

earnings declined more than Black men after displacement. For workers who lost their jobs 

during the Great Recession, Black men experienced earnings losses about 14 percentage points 

larger than White men. This gap narrows but is still present in the 2010s. Black female displaced 

workers experienced earnings losses around 19 percentage points greater than White female 

displaced workers in the early 1980s. This gap closed throughout the rest of the 1980s. White 

women experienced much larger earnings losses than Black women from 1990 to 1991. Through 

the rest of the 1990s, Black women lost more in earnings than White women. The race gap 

among women reversed again in 2001. For the remainder of the 2000s and 2010s, Black women 

lost more in earnings than White women. 



   22 

[[Figure 1 about here]] 

 

Decomposition of earnings changes: old jobs and new jobs 

How do differences in the quality of Black and White workers’ lost and new jobs contribute to 

observed inequality in earnings changes following job displacement? While Hypothesis 1 

proposes that racial differences in pre-displacement jobs should reduce racial inequality in the 

effect of displacement on earnings, Hypothesis 2 predicts that differences in post-displacement 

jobs should increase racial inequality. I examine the extent to which each of these dynamics 

contributes to racial inequalities in the effect of displacement on earnings through a 

decomposition of Black-White inequality in the proportional change in earnings among 

reemployed displaced workers. 

Results from the decomposition analyses for male workers are presented in Table 2 and 

for female workers in Table 3. Each column in these tables represents a separate decomposition 

analysis for DWS respondents who lost jobs in the years indicated in the column label. The top 

section of the table reports average Black and White proportional changes in earnings. The row 

labeled “Difference” reports the difference between White and Black workers’ average 

proportional change in earnings. The row labeled “Explained” describes the component of that 

difference that is attributable to differences in Black and White workers’ values on covariates 

used in the decomposition. Values can be interpreted as how much the gap would change if Black 

workers had the same characteristics as White workers. The “Unexplained” component reflects 

how much the gap would change if Black and White workers had the same coefficients, i.e. if 

they received the same returns to education, experience, etc. The explained and unexplained 

components are then further decomposed in the second and third panels of the table. In the 
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“Explained” section of the table, individual cells describe how much the Black-White gap in how 

displacement effects on earnings would change under the counterfactual where Black workers 

had the same average value on that covariate as White workers (e.g. if Black workers had the 

same average educational attainment as White workers). Cells in the “Unexplained” section of 

the table describe how the gap proportional changes in earnings would change in the 

counterfactual where Black and White workers have the same coefficient on a covariate (e.g. if 

an additional year of experience had the same effect on earnings for Black and White workers). 

 I first examine trends among male displaced workers (Table 2). Consistent with 

Hypothesis 1, differences in the firm tenure, occupations, and industries of Black and White 

men’s lost jobs reduce inequality in post-displacement earnings changes. The large negative 

values reported in the row labeled “Occupation and industry (lost job)” indicate that if Black 

men’s lost jobs followed the same occupational and industrial distribution as those of White men, 

racial inequalities in earnings losses would be even greater. Point estimates for the lost job 

occupation and industry component of the decomposition are negative in every period except 

2001, and significant from 1983 to 1989, 1992 to 2000, and 2010 to 2020. Excluding jobs lost in 

1990, 1991, and 2001, where observed racial differences in earnings losses were effectively zero, 

racial inequality in lost earnings after job displacement would be 15 to 100 percent larger if 

Black men lost the same jobs as White men. Trends in the effect of differences in firm tenure 

follow a similar pattern beginning in 1992. From 1992 to 2000 and from 2002 onwards, 

equalizing Black and White men’s average firm tenure would exacerbate Black men’s earnings 

losses following displacement and widen racial gaps in post-displacement earnings losses among 

men.  

[[Table 2 about here]] 
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In line with Hypothesis 2, the explained component of the decomposition corresponding 

to men’s current jobs’ occupation, industry, and full-time status is positive in every period. These 

values indicate that if Black male displaced workers sorted into the same new jobs as White male 

displaced workers, the Black-White gap in proportional change in earnings after job 

displacement would shrink. Instead, because Black male displaced workers become reemployed 

in lower-quality jobs than White male displaced workers, they experience greater earnings losses 

upon reemployment. Excluding extreme values from 1990 to 1991 and 2001, racial differences in 

the occupations, industries, and full-time status of men’s new jobs after displacement explain 

between 30 and 100 percent of observed racial inequality in proportional earnings changes after 

job displacement. Altogether, these results strongly support the expectation that, among men, 

White workers have more to lose at their pre-displacement jobs, but Black workers lose more 

earnings overall because they find relatively low-quality employment post-displacement. 

[[Table 3 about here]] 

 Patterns among female displaced workers are somewhat ambiguous (Table 3). There are 

relatively few periods where racial differences in experience, tenure, lost job characteristics, or 

current job characteristics explain a statistically significant proportion of observed racial 

inequalities in earnings losses after job displacement. For the most part, signs on estimates from 

the decomposition align with predictions from Hypotheses 1 and 2. Racial differences in the 

occupation and industry of women’s lost jobs tend to reduce inequalities in earnings losses from 

job displacement, while racial differences in new jobs’ occupation and industry tend to 

exacerbate racial inequalities. The effect of racial differences in job tenure at workers’ lost job 

and the full-time status of workers’ new jobs is not consistent across time periods for female 
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displaced workers. Overall, there is weaker evidence in support of Hypotheses 1 and 2 among 

women. 

 

Earnings regressions and selection into reemployment 

OLS estimates of racial inequality in earnings changes 

Table 4 and Figure 2 present estimates of the Black-White gap in workers’ percent change in 

earnings after job displacement for men and women. In Table 4, the columns labeled “OLS” 

contain estimates of the Black coefficient from OLS models controlling only for year of job 

displacement fixed effects (Model 1) and models with additional controls adjusting for racial 

differences in observable demographic characteristics, human capital, lost job characteristics, 

whether respondents moved after displacement, and region fixed effects (Model 2). 

From the unadjusted OLS models, we see that in most periods, Black-White inequality in 

proportional changes in earnings is not statistically significant. Among men who lost their jobs 

between 1983 and 1989, Black men experienced earnings losses about 6 percentage points 

greater than White men. The Black-White gap in earnings losses after job displacement expands 

significantly during the Great Recession. From 2008 to 2009, earnings losses among displaced 

Black workers who found new jobs were 14 percentage points greater than for otherwise similar 

displaced White workers. Trends among women follow a different pattern. Black women 

experience significantly greater proportional losses in earnings than White women during the 

recession of the early 1980s (19 percentage points) but also during expansionary periods from 

1992 to 2000 (8.4 percentage points) and 2010 to 2020 (8 percentage points). 

Among men from 1990 onwards, including controls for pre-displacement characteristics 

results in more negative point estimates of racial inequality in proportional change in earnings 
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after job displacement. This pattern is consistent with Hypothesis 1, which suggests that White 

displaced workers are disadvantaged in earnings losses due to their pre-displacement 

characteristics. Net of these pre-displacement characteristics, White men’s advantage in earnings 

changes after job displacement grows. Among women, point estimates of the Black-White gap in 

proportional earnings changes become more negative during all expansionary periods (1983 to 

1989, 1992 to 2000, 2002 to 2007, and 2010 to 2020) and during the Great Recession. Point 

estimates become more positive during recessions in 1980 to 1982, 1990 to 1991, and 2001. 

These results suggest that differences in pre-displacement characteristics often disadvantage 

White displaced workers, but in some cases they may work in the opposite direction. 

 

Selection into reemployment 

Estimates of racial inequality in the effect of job displacement on earnings from OLS models 

only capture changes in earnings among displaced workers who found a new job and were 

reemployed at the time of the survey. In discriminating labor markets where labor queues are 

ordered by both skill and race, firms hire White workers who are less qualified that Black 

workers. This selection process results in a population of unemployed displaced workers where 

unemployed Black workers are more skilled than unemployed White workers. Reemployment 

into the remaining set of available jobs is therefore likely result in significant downward mobility 

for unemployed Black workers. If these dynamics hold, examining earnings changes only among 

reemployed workers would upwardly bias estimates of racial inequality in the effect of 

displacement on earnings. Analyses of racial inequalities in reemployment rates and job search 

duration presented in Appendix 2 are consistent with this argument. Across all periods, for men 
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and women, Black displaced workers are much less likely to find new jobs and spend much 

longer looking for new jobs than otherwise similar White displaced workers. 

Under these selection dynamics, Hypothesis 3 predicts that standard OLS estimates 

underestimate racial inequalities in the effect of job displacement on earnings. To fully capture 

the effects of displacement on earnings, I estimate the effect of displacement on earnings for all 

displaced workers, including those who are not currently employed using, Heckman-corrected 

models. 

[[Figure 2 about here]] 

Estimates of racial differences in the effect of displacement on earnings among men 

change substantially after accounting for differential patterns of selection into reemployment 

(Table 4, “Heckman”). Compared to OLS estimates, Heckman-corrected models estimate much 

larger racial inequality in earnings losses among men following job displacement during 

recessions. While OLS models estimate no racial inequality in earnings losses in the early 1980s, 

Heckman models estimate that earnings losses among Black men are 20 percentage points larger 

than for White men. Similarly, during the recession in the early 1990s, Heckman models estimate 

a gap in lost earnings of 18 percentage points while OLS models estimate no difference in lost 

earnings. Estimates of racial inequality in earnings losses during the Great Recession are also 

much larger in the Heckman-corrected model (46 percentage points) than in the OLS model (21 

percentage points). Heckman models also estimate a gap of 5 percentage points in lost earnings 

(p<0.10) among men from 1983 to 1989. The large racial differences among men in the effect of 

displacement on earnings revealed by the Heckman model suggest that the relationship between 

job displacement, earnings, and race operates largely through men’s differential selection into 

reemployment, particularly in slack labor markets during recessionary periods. Findings from the 
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Heckman model indicate that during these periods, Black men who have not found a new job 

would earn substantially less than White men were they to find a new job.  

Among women, there are fewer differences in OLS and Heckman-corrected estimates of 

racial inequalities in earnings losses after job displacement. The main difference is that among 

women who lost their jobs between 1980 and 1982, the Heckman-corrected results suggest that if 

all displaced workers had become reemployed, Black women would have experienced earnings 

losses 28 percentage points greater than White women. The Heckman model also estimates a 

Black advantage in proportional earnings changes (p<0.10) for women who lost their jobs 

between 1990 and 1991. 

 

Conclusions 

Job displacement is a highly disruptive event that has significant negative consequences for 

workers’ short- and long-run economic wellbeing. While social scientists have devoted 

considerable attention to understanding racial inequalities in other economic outcomes, 

surprisingly little work has examined racial inequalities in job displacement and its 

consequences. This paper makes three major empirical contributions towards that end. First, I 

offer the first systematic investigation of trends in Black-White inequality in the effect of 

displacement on earnings for the first time since Fairlie and Kletzer’s analyses of job 

displacement in the 1980s and 1990s (Fairlie and Kletzer 1996, 1998). Second, I present the first 

analyses of differences in men and women’s patterns of racial inequality in economic recovery 

from job displacement. Third, I develop an analytical framework of job displacement as an 

inequality generating process that allows me to examine the roles of inequality in lost jobs, job 

search, and new jobs in shaping racial inequalities in earnings losses from displacement. 
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Building on applications of queueing theory to inequalities in individual labor market processes 

(e.g. hiring) (Hodge 1973; Reskin and Roos 1990; Fernandez and Mors 2008), I consider how 

sequences of career processes characterized by racialized labor queues – hiring into initial jobs, 

investment into firm-specific capital and career advancement within those jobs, and hiring again 

after losing a job – shape racial inequalities after job displacement.  

I argue that due to their advantages in labor market matching and firm internal labor 

markets, White workers have more to lose from being displaced. Conversely, due to Black 

workers’ relative disadvantage in the labor queues, I argue that Black job seekers have less to 

gain after being displaced. In line with this argument, I show that White workers experience 

significant and disproportionate earnings losses relative to Black workers because they are 

displaced from higher quality jobs on average. I also show that net of differences in pre-

displacement individual and job characteristics, Black displaced workers are consistently less 

likely to find a new job, those who do find new jobs spend much longer searching, and the new 

jobs they enter are much lower quality than those found by otherwise similar displaced White 

workers. These results highlight how the cascading negative effects of job displacement are 

amplified for Black workers. Prolonged exposure to unemployment results in significant lost 

earnings, and even among those who find new jobs, earnings losses relative to White workers 

can be substantial. 

Heckman-corrected analyses reveal how this cumulative process of racial stratification in 

the economic consequences of job displacement leads us to underestimate Black male worker’s 

disadvantage relative to White men in earnings losses after job displacement. Characterized by 

intense hiring and wage discrimination (Hu and Taber 2005; Fryer et al. 2013; Quillian et al. 

2017), I show that the job search and hiring process for displaced workers selects strongly in 



   30 

favor of White men. Results from the Heckman-corrected models suggest that the Black men 

who do find new jobs after displacement lose much less from job displacement compared to 

those who remain unemployed. Among displaced workers who do find new jobs, Black men 

often experience similar or just slightly larger earnings losses than White men. But, if all men 

who remain unemployed after job displacement were to find new jobs, results from the 

Heckman-corrected models of male displaced workers estimate much larger racial gaps in 

earnings losses and find significant racial gaps during recessions in the early 1980s, early 1990s, 

and the Great Recession. These results underscore a crucial connection between racial 

inequalities in job loss and transitions to unemployment and exit from the labor force (Fairlie and 

Kletzer 1998; Ritter and Taylor 2011; Wrigley-Field and Seltzer 2020) and earnings loss after job 

displacement, suggesting that racial differences in patterns of job search and reemployment after 

job displacement lead standard analyses of changes in observed earnings to greatly underestimate 

racial inequalities in the effect of job displacement on earnings upon reemployment.  

Analyses by period reveal that racial inequalities in the effect of job displacement are also 

tied to macroeconomic fluctuations. During recessions, the negative effect of job displacement is 

much larger for Black men than White men. In slack labor markets, White men appear to be 

significantly advantaged over Black men in job search. Consistent with theories of racialized 

labor queues, when few good jobs are available to displaced workers due to poor labor market 

conditions, vacancies in good jobs are disproportionately filled by White men. Many Black men 

remain unemployed, but they would be significantly downwardly mobile if they were to take a 

new job. These racial inequalities in job search and sorting after job displacement may be 

exacerbated by economic restructuring characteristic of recessions: in recessions from the 1970s 

through the Great Recession, employment at the top and bottom of the earnings distribution 
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tended to remain flat or grow while reductions in employment in middle-paying routine manual 

jobs (e.g. manufacturing production or clerical work) account for 89 to 145 percent of aggregate 

job loss during these recessionary periods (Jaimovich and Siu 2020). Downward mobility of 

Black male displaced workers may accelerate during recessions due to shrinking employment 

opportunities in middle-paying jobs in manufacturing production and other blue-collar 

occupations (Wilson 1996; Autor et al. 2006; Acemoglu and Restrepo 2022). Racial inequalities 

among male displaced workers may have been especially severe during the Great Recession due 

to massive and permanent reductions in employment in middle-paying routine jobs (Kalleberg 

and Von Wachter 2017; Rothstein 2017; Hershbein and Kahn 2018; Jaimovich and Siu 2020). 

Among women, a Black disadvantage in earnings loss is only observed during periods of 

expansion in the 1990s and 2010s after adjusting for differences on observables. It is possible 

that recessions have an outsized effect on racial inequalities among men because aggregate 

employment effects are largely confined to routine jobs where male workers are concentrated. 

Indeed, the Great Recession had its greatest effect on industries with disproportionately male 

workforces, leading to larger increases in unemployment among men than among women 

(Hartmann et al. 2010; Sahin et al. 2010). As a result, racial inequalities in earnings losses among 

displaced female workers are not significant during the Great Recession and point estimates also 

do not meaningfully differ from the years immediately before the recession. 

Last, this study provides some more analytical leverage to understand patterns of racial 

and gender discrimination in the labor market. Job displacement is largely exogenous to 

individual workers’ traits. Unlike firings or voluntary quits, layoffs, plant closings, and the like 

are driven by organizational and macroeconomic factors that are not connected to individual 

workers’ performance or productivity (e.g. plant closings or layoffs due to declining product 
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demand), providing analysts with a quasi-exogenous source of variation in workers’ exposure to 

the labor market (Madden 1987; Brand 2015). Wage changes and other economic inequalities 

observed among displaced workers therefore offer an opportunity to examine racial and gender 

discrimination in the labor market. Discrimination is most apparent in the labor market matching 

process, where White men and women are consistently much more likely to find new jobs than 

Black men and women, and they find new jobs much more quickly. These results are consistent 

with well documented patterns of racial discrimination in hiring (Pager et al. 2009; Quillian et al. 

2017) and job search (Fryer et al. 2013; Pager and Pedulla 2015; Pedulla and Pager 2019). They 

also point to prolonged periods of unemployment as an important dimension of racial 

stratification among men and women the labor market, and, combined with results from the 

Heckman-corrected earnings regressions, highlight how racial disparities in the selection process 

for reemployment mask large racial inequalities in the effect of displacement on earnings. 

 While these analyses provide novel and up-to-date insights into the dynamics underlying 

racial inequalities following job displacement, they are not without limitations. First, the 

structure of DWS data only allows analysts to observe short-run consequences of job 

displacement. Displaced workers in the DWS supplement lost their jobs a maximum of three 

years prior to the survey date, therefore precluding analysts from studying the long-term effects 

of job displacement. Future research should investigate racial and gender differences in long-

term scarring from job displacement. Second, these analyses do not directly examine how other 

dimensions of job quality change with job displacement. While displacement leads to racial 

inequalities in unemployment, job search, and in some cases earnings, I do not show whether 

similar racial inequalities manifest in hours, schedule variability, job tasks, and other 

nonmonetary dimensions of job quality. Future research may be interested in examining whether 



   33 

job quality moves in tandem with earnings, or if some earnings inequalities are mitigated by 

compensating differentials. Last, these analyses do not consider whether racial inequalities in 

unemployment and earnings are at all offset by other sources of income such as unemployment 

insurance. While social welfare supports have the potential to ease the burden of job 

displacement, large and persistent racial inequalities in unemployment insurance uptake (Gould-

Werth and Shaefer 2012; Kuka and Stuart 2021; Skandalis, Marinescu, and Massenkoff 2022) 

suggest they may not alleviate racial inequalities from job displacement. 
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Appendix 1: Heckman Correction  

Analyses in this paper are concerned with identifying the effect of race (x) on the proportional 

change in real weekly earnings (y) among displaced workers. One important source of 

endogeneity to address in analyses of the effect of race on earnings is selection bias. Selection 

bias refers to censorship of the dependent variable due to nonrandom selection into the sample. 

Nonrandom selection into the sample can be due to decisions made by the analyst or by the unit 

of observation. In this case, I am concerned with what Heckman (1979) refers to as bias from 

“self-selection” of individuals into the sample of workers with observable earnings after job 

displacement vis-à-vis their decision to become reemployed. I am interested in estimating the 

effect of job displacement on earnings for all displaced workers. But selection into 

reemployment is nonrandom. It is very likely that individuals who become reemployed after job 

displacement differ meaningfully from individuals who remain unemployed. They may differ, for 

example, in earnings potential, reservation wages, or available job opportunities. Therefore, 

standard OLS estimates of the association between race and change in earnings after job 

displacement likely to not generalize to the population of displaced workers because they only 

estimate that association for the subset of displaced workers who find new jobs. The effect of 

race on earnings changes after job displacement for individuals who remain unemployed likely 

differs meaningfully from these estimates. 

 The Heckman correction (Heckman 1979) is a statistical procedure designed to correct 

for selection bias and estimate the effect of x on y for the entire population of interest – in this 

case, for all displaced workers, regardless of their current employment status. The procedure uses 

a control function approach. We are interested in modeling 𝑌𝑖
∗ (proportional change in weekly 

earnings for all displaced workers) as a function of covariates 𝑋𝑖: 
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𝑌𝑖
∗ = 𝑋𝑖𝛽 + 𝜀𝑖  

However, 𝑌𝑖
∗ is only observed among reemployed displaced workers (E=1): 

𝑌𝑖 = {
𝑌𝑖

∗ if 𝐸 = 1

  ∙   if 𝐸 = 0
 

Selection into reemployment can be modeled using a probit regression: 

𝑃(𝐸𝑖 = 1|𝑍) = Φ(𝑧𝑖𝛾) 

where Z is a set of explanatory variables that predict selection into reemployment. Under the 

assumption that the error terms are jointly normal, 𝑌𝑖 can be modeled as: 

(𝑌𝑖|𝐸 = 1) = 𝑋𝑖𝛽 + 𝜌𝜎𝜀𝜆(𝑍𝜆) 

where 𝜌 is the correlation between the error terms the equations modeling workers’ likelihood of 

finding reemployment and workers’ earnings and 𝜆 is the inverse Mills ratio evaluated at 𝑍𝜆. 

Including the inverse Mills ratio 𝜆 estimated from the selection equation in the earnings model 

allows analysts to estimate the effect of X on Y net of selection bias if selection variables Z are 

valid instruments. Therefore, Z must 1) be a strong predictor of selection E (relevance) and 2) 

have no direct effect on the outcome Y (exclusion restriction).  

 I use a categorical variable describing the presence and ages of own children in 

respondents’ household as the instrument Z. The variable is coded as 0 if respondent has no own 

children in the household, 1 if the respondent has any own child less than 5 years old in the 

household, and 2 if the respondent has own children in the household who are all at least 5 years 

old. Presence, number, and age of children in the household are often used to model selection 

into employment in Heckman-style models (e.g. Heckman 1974; Angrist and Evans 1998). Table 

A1 presents coefficient estimates on this variable from the selection equations. Athrho is the 

inverse hyperbolic tangent transformation of the correlation between the error terms in the 

selection and earnings equations, and significant values indicate that there is nonrandom 
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selection into the sample. Strong significant associations between the selection variable and 

employment suggest the variable is a relevant instrument in predicting employment. 

 

The exclusion restriction cannot be directly tested empirically. However, it seems unlikely that 

firms’ wage offers would be influenced by individual workers’ household composition. 
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Appendix 2. Racial Inequalities in Reemployment and Job Search 

Hypothesis 3 predicts that racial differences in patterns of reemployment after job displacement 

upwardly bias estimates of Black workers’ post-displacement earnings and bias estimates of 

racial inequalities in the effect of displacement on earnings towards zero. If White workers are 

hired over otherwise similarly qualified Black workers, there will remain a large pool of 

relatively highly skilled Black workers who remain unemployed. These workers may remain 

unemployed because they cannot find a job that pays above their reservation wage. Were they to 

become reemployed, it is possible that they would experience substantial downward mobility 

because hiring discrimination diminishes the quality of their available options for new jobs. In 

what follows I test the claim that Black displaced workers are disadvantaged in reemployment 

and job search relative to similar White displaced workers. 

 

Methods 

Reemployment 

I use linear probability models to examine how Black and White displaced workers differ in their 

probability of being reemployed at the survey date. I run separate analyses for men and women 

for each period. I specify linear probabilities models of being employed as: 

𝑃(Emp𝑖) = 𝛽0 + 𝛽1(Black𝑖) + 𝑋𝛾 + 𝜖𝑖 ( 4 ) 

Emp𝑖 is a binary indicator for whether the respondent is employed at the time of survey. 𝑋 

represents a vector of control variables including marital status, education, potential experience, 

tenure at lost job, occupation and industry of lost job, whether the respondent moved since losing 

their job, year of job displacement, and region fixed effects. 
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Job search 

Racial inequalities in job search for men and women are modeled using Cox proportional 

hazards models specified as follows: 

ℎ(𝑡; 𝑧) = ℎ0(𝑡)𝑒𝑥𝑝(𝛿Black𝑖 + 𝑋𝛽) ( 5 ) 

where time is defined in weeks of unemployment after job displacement and failure is defined as 

obtaining any new job. 𝛿 describes the Black-White difference in the expected logarithm of the 

hazard of becoming reemployed. Exponentiated coefficients are reported and describe the ratio 

of Black and White hazards of reemployment. 𝑋 represents the same vector of control variables 

as above including individual characteristics, lost job characteristics, and region and year fixed 

effects. 

 

Results 

Evidence that Black workers are less likely to find work than otherwise similar White workers 

would be consistent with racialized labor queues and selection patterns that would produce a 

downward bias in estimates of racial inequality in earnings after job displacement. First, I assess 

whether Black displaced workers are less likely to find reemployment than similar White 

displaced workers. Tables A2.1 and A2.2 present estimates of racial inequalities in the 

probability of reemployment and the duration of job search, respectively, among male and 

female displaced workers. Across all outcomes and time periods, we see that Black men and 

women are consistently disadvantaged in job search compared to their White counterparts. 

Reemployment rates for Black men and women are typically 10 to 15 percentage points lower 

than for White men and women. Racial inequalities in reemployment rates were also much larger 

for men and women during recessions in the early 1980s and 1990s and among men during the 
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Great Recession. Inequalities in job search duration show similar patterns. Raw differences in 

number of weeks unemployed and in estimates from Cox proportional hazards models are also 

consistent with racialized labor queues, indicating that racial inequalities in job search among 

men and women persist even after adjusting for differences on observables. For both men and 

women, large racial inequalities in job search duration attenuated somewhat between the 1980s 

and mid-2000s. Among men, these inequalities grew during the Great Recession while inequality 

among women continued to decline. Strong and persistent inequalities in reemployment among 

similar Black and White workers are consistent with selection patterns that would underestimate 

the disproportionate negative effect of job displacement on Black workers’ earnings. 
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