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Race and the shifting burden

of job displacement:

1982-93

The job displacement rate for blacks converged to that

Sor whites from 1982 to 1993; over the 11-year period,

the rate for workers in white-collar occupations,
in which blacks were underrepresented, rose,
while the rate for blue-collar workers,

in which blacks were overrepresented, fell

dvances in the relative labor market po-
sition of African-American men stag-
ted in the 1980s, after nearly four dec-
ades of steady improvement. The structural
change of the early years of the decade was par-
ticularly costly: past research shows that black
men faced a substantially higher risk of job dis-
placement than white men did during that period.*
In contrast, this article offers evidence that the
black disadvantage in the incidence of job dis-
placement narrowed over the 1980s and vanished
by 1992-93.% The article documents this impor-
tant change over the past decade, analyzes its
potential causes, and examines trends in two im-
portant postdisplacement outcomes: the prob-
ability of becoming reemployed and earnings
losses.

Based on the Displaced Worker Surveys car-
ried out by the Bureau of Labor Statistics from
1984 through 1994, the analysis presented shows
that, over the 1980s and continuing into the
1990s, racial differences in the risk of job dis-
placement narrowed significantly. In the reces-
sion of the early 1980s, the displacement rate for
black men employed full time was 7.1 percent,
44 percent higher than the white male displace-
ment rate of 4.9 percent. In contrast, during the
recession of the early 1990s, the black male dis-
placement rate of 5.1 percent was 19 percent
higher than the white rate of 4.4 percent, Both
rates then declined during the recovery that fol-
lowed the 1990-91 recession, with the black rate

declining substantially faster than the white rate.
By 1992-93, the black and white displacement
rates converged. Although the difference in the
rates narrowed over the 1982-93 period, there
appears to be no evidence of an improvement in
postdisplacement outcomes for blacks relative to
whites.

In this article, we use a variation of a special
decomposition technique to account for changes
between blacks and whites over time in the bur-
den of job displacement. The analysis reveals a
number of factors that help explain the narrow-
ing and subsequent reversal of the displacement
rates over the 1980s and into the 1990s. The most
important one is the decline in black displace-
ment rates relative to white rates within occupa-
tions, educational categories, regions of the coun-
try, and industries. Another important factor is
the partial shift in the burden of job displacement
from lower skilled, blue-collar jobs in the 1980s
to higher skilled, white-collar jobs in the 1990s,
thereby generating a relative improvement for
blacks over this period.

Measuring displacement

As mentioned, the biennial Displaced Worker
Survey begun in January 1934 by the Department
of Labor is the primary source of data for this -
article. A special supplement to the Current
Population Survey (CPS), the Displaced Worker
Survey was designed to identify characteristics
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of displaced workers. The survey was repeated in January of
1986, 1988, 1990, and 1992 and in February 1994. In each
survey, individuals in the regular monthly CPs were asked
whether they had lost a job anytime during the 5 years pre-
ceding the January survey date due to “a plant closing, an
employer going out of business, a layoff from which he/she
was not recalled, or other similar reasons.™ If the answer was
“Yes,” a series of questions followed concerning the old job
and period of joblessness.* Our analysis sample contains men,
20 years of age and older, displaced from full-time, private
sector, nonagricultural wage and salary jobs by a plant clos-
ing or relocation, the elimination of a position or shift, or lay-
off without recall (slack work).?

The period over which respondents recall a job displace-
ment is an important issue in our analysis. Recall error arises
from the retrospective nature of the question on displacement
in which respondents are asked about job losses occurting 1
10 5 years before the survey date.® The evidence suggests that
the survey seriously understates job loss occurring long be-
fore the date the survey was taken. David S. Evans and Linda
S. Leighton estimate that only 41.8 percent of actual job dis-
placements which occur in the fifth year prior to the survey
date are reported.” Their calculation is based on their esti-
mate of a rate of “memory loss” of 17.6 percent per year.
Another potential problem with the Displaced Worker Sur-
vey is that job displacements which occur in the year prior to
the survey date may be overcounted if some of them turn out
to be temporary.?

A few recent studies address these problems. Henry S. Farber
includes sample displacements that occur in the first or second
year prior to the survey date, Jennifer M. Gardner includes job
losses that occur in the second or third year, and Evans and
Leighton recommend including only those losses which occur
in the first year.” None of them, however, can fully correct for
all of the potential problems mentioned. In the next section, we
calculate and compare estimates of job displacement using all
three of their sample inclusion rules. For each rule, job displace-
ment rates are calculated by dividing the fotal number of work-
ers who report a displacement in the appropriate period on the
Displaced Worker Survey by the total number of at-risk work-
ers during the same period. We calculate the total number of at-
risk workers for each year from the Cps Outgoing Rotation
Annual Merge files.'” We use the same age, race, gender, indus-
try, occupation, and hours-worked restrictions to define the at-
risk group. The resulting displacement rates represent the aver-
age annual probability of being displaced during the specified
1- or 2-year period.

Results

Trends in displacement rates. Chart 1 shows black and
white displacement rates from 1981 to 1993, using the three
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sample inclusion rules. The top panel graphs displacement
rates based on job losses that occurred 2 or 3 years prior to
the date of the survey. Therefore, the displacement rates are
for the 2-year periods 1981-82, 198384, 1985-86, 1987-
88, 1989-90, and 1990-91. As is discussed in Evans and
Leighton’s work, the third year prior to the survey date is
likely to suffer substantially from recall bias." Because of
this, the estimates in the top panel of the chart may be viewed
as lower bounds for black and white displacement rates dur-
ing each 2-year period. In addition, there is some evidence
that the understaternent of job loss due to recall bias is larger
for blacks than whites, which, if true, could pose a serious
problem for our analysis.'? As expected, the black and white
displacement rates, as well as the racial differences using the
foregoing rule, are lower than those using the other rules
employed.

In the middle panel, we include displacements that occurred
in the year prior to the date of the survey. (Hence, the dis-
placement rates are for 1983, 1985, 1987, 1989, 1991, and
1993 .) The estimated displacement rates and racial differences
are much higher than the rates and differences using the other
two inclusion rules. We view these estimates as upper bounds
for the displacement rates and racial differences during the
period.

In the bottom panel, we include job displacements that oc-
curred in the 2 years preceding the date of the survey (so that
the displacement rates are for 1982-83, 198485, 1986-87,
1988-89, 1990-91, and 1992-93). We believe that this is the
best method for estimating racial differences in displacement
rates. By including only job losses that occur in the 2 years
prior to the date of the survey, we reduce the possibility that
different levels of recall bias for blacks and whites will seri-
ously contarninate our estimates of racial differences in job
displacement. Furthermore, the overstatement of permanent
job displacement that results from counting potentially tem-
porary job displacements in the year before the date of the
survey is mitigated by averaging the 2 years.

Although the choice of inclusion rule is important for esti-
mating levels of black and white displacement rates and the
racial difference in each year, it is less important for describ-
ing the general trends in these measures. The three panels of
chart 1 are similar in this respect. The main exception is that
the black-white difference is negative between 1987 and 1989
in the top panel, whereas it is positive in the other two panels.
We next describe the trends for black and white men using
the sample of displacements that occurred within 2 years of
the survey date (panel 3). We also use this sample in the re-
maining analyses set forth in the article.

In the slack labor market period of the early 1980s (1982-
83), both black and white displacement rates were at their
highest levels during any period covered by our study.” The
black displacement rate was 7.1 percent, compared with the
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white rate of 4.9 percent, implying a racial gap of 2.2 per-
centage points (or 43.9 percent). During this slack period, a
startling 1 out of every 14 full-time black men lost their jobs
each year. The long period of strong labor markets from 1984
to 1989 steadily reduced the incidence of job displacement
among both black and white men, with black men experienc-
ing a larger reduction. Still, the black displacement rate re-
mained significantly higher than the white rate. Clearly, the
1980s were a decade in which black men were at a substan-
tially higher risk of losing their jobs than were white men.

The recession in the early 1990s brought a return to slack
labor markets in the U.S. economy. The economic downturn
resulted in an increase in both the black and the white dis-
placement rate, although not to the levels observed for 1982~
83. Black men experienced a slight decline in job displace-
ment relative to white men in this period. For 1990-91, the
black rate was 5.1 percent, compared with a white rate of 4.4
percent. This difference of 0.7 percentage point was slightly
lower than the 0.9-percentage-point difference for the period
1984-89." The racial difference continued to decline in the
1990s. Both black and white displacement rates fell in 1992—
93 as the labor market began to improve, with the black rate
declining substantially faster than the white rate. The differ-
ent rates of change in job displacement resulted in a black
displacement rate of 4.0 percent and a white rate of 4.1 per-
cent in the 1994 survey. The change from a decade earlier is
remarkable: the racial gap first narrowed and then reversed
sign (although the gap is not statisticalty different from zero
at the ¢ = .05 level).

Two observations clearly stand out from this trend analy-
sis. First, black and white displacement rates were markedly
different in 1982-83 and converged steadily over the sample
period to absolute convergence in 1992-93.'* Second, the
black displacement rate decreased substantially relative to the
white rate between the two slack labor market periods (1982-
83 and 1990-91) and between the two strong labor market
periods (1984-89 and 1992-93). This result suggests that
even after controlling for overall conditions in the labor mar-
ket, black men were at a lower risk of experiencing job dis-
placement relative to white men in the early 1990s than they
were in the 1980s.

This same pattern is found across age groups. Up to this
point, we have only analyzed racial trends in aggregate dis-
placement rates. In table 1, we report black and white dis-
placement rates and the black-white difference in the displace-
ment rate by age groups for each of the 2-year periods in our
sample. The patterns for the various age groups are similar to
the patterns for the aggregate rates. All age groups experi-
enced a decline in the racial gap in the displacement rate from
the slack labor market period in the 1980s to the slack period
in the 1990s. Although the racial gap fluctuated for each age
group over the period of sustained growth in the 1980s, it
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i[s]si- M Job d rates of men by race and
ﬂﬂﬁ.m«mM%Ha

[in percent, except for sample size]
Year of survey and yeors covered
Race and
oge 1984 1986 1988 1990 1992 1994
1982-83 | 1984-85 | 198687 | 1988-89 | 1990-%1 [1992-93
White:

Total .... 49 a9 a3 2.6 44 41
20-24 ..., 6.6 45 3.8 2.7 5.8 4.3
25-34 ... 5.8 4.3 a7 28 43 4.0
35-44..... 39 38 32 28 43 42
45-54 ..., 36 3.3 2.7 2.1 a9 4.0
55-64 ..... 4.0 28 27 28 4.2 4.4

Sample
§iz8 ....... 103,263 | 107,005 (105,838 (102,260 |103,862 | 97,519
Black:
Total ... 71 4.9 4.1 3.5 5.1 40
20-24..... 10.5 8.0 38 5.1 6.4 5.2
25-34 ..... 8.0 8.3 5.1 4.1 5.2 43
35-44..... 5.0 47 3.0 28 5.1 4.4
45-54..... 8.2 21 4.0 2.0 48 3.2
55-64 ... 46 28 29 25 32 1.3
Sample

size ... 8,522 9,339 9,826 ©,4685 9,573 | 8,873
Black-whita

difference:

Total ... 22 1.1 7 0 7 -1
20-24..... 3.8 1.4 0 2.4 8 R}
25-34..... 21 2.0 14 1.3 9 2
3544 ... 1.1 9 -1 A 8 3
45-54 ..... 28 -1.2 1.3 -1 9 -
55-64 ..... 7 0 2 -4 -1.0 a1

NOTE: Samples Include men aged 20-84 working full time in
nonagrcultural private sactor industries. The displacement rate is defined as
the percentage of at-risk workers experiencing job dispiacemert in the spect-
fied period. Ali calculations use crs final sampling weights.

experienced a fairly steady convergence over the sample pe-
riod and a decline from the strong labor market period in the
1980s to the strong period in the 1990s. These results demon-
strate that the improvement in the average probability of job
displacement among blacks relative to whites from the 1980s
to the 1990s was not isolated within a few age groups.

Explaining the trends. There is growing concern that the
high-skilled jobs which were relatively safe from job displace-
ment in the 1980s are no longer safe in the 1990s. A number
of studies have shown that white-collar and college-educated
waorkers bore a greater burden of job loss during the 1990-91
recession than in earlier recessions.'® In this section, we ex-
amine the roles that racial differences in job characteristics
and the changing nature of job displacement played in reduc-
ing the racial gap in the black-white displacement rate from
the 1980s to the 1990s. We focus our attention on occupation,
although we replicate our analyses using region, education,
and industry.

We examine points in time with roughly similar business




cycle conditions. We compare the slack labor market period
in the 1980s (1982-83) with the slack period in the 1990s
(1990-91) and the strong labor market period in the 1980s
(1984-89) with the strong period in the 1990s (1992-93).
We start by defining the aggregate displacement rate for

race i in time f as ES/DR!, where ES, is a row vector of J
occupational employment shares and DR: is a column vec-
tor of J occupational displacement rates.17 The change be-

tween time 1 and time 2 in the racial displacement rate gap
can be expressed as

BopB _1e®neWy _ eeBripf - we?nn W
(ESZDR > ES 2])R 2) (ESIDR 1 ES 1DR I).

One method of decomposing this change is to rewrite it as
the sum of the following four terms:

B w B w w
ey [(E82 - ES")- (Es” - ES 1)]DR g
@ (ES?- Bsf XDR? - DR"),

B W w W
3  (es}- EsY)DORY - DRY),

B B w B W
4) E52 [(DRZ_ DR 2)— (DR1 - DR l)]'

This decorposition is a modification of a technique previously
used to identify the determinants of the convergence in the
black-white wage gap over the second half of the 20th century.'
The first term measures the effect of converging or diverging
black and white occupational distributions. (Thus, we label the
term “employment share effect.”’) The second term measures
the effect of the interaction between the change over time in
the occupational distribution and the racial difference in
displacement rates within occupations at a given point in time
{the employment share interaction). The third term measures
the effect of the interaction between the racial difference in
occupational distributions and the change over time in
displacement rates within occupations (the displacement rate
interaction). This term will be large if, for example, blacks are
overrepresented in the types of occupations that expetienced
large decreases in displacement rates, or if they are under-
represented in the types of occupations that experienced large
increases in displacement rates. Finally, the last term measures
the effect of converging or diverging black and white
displacement rates within occupations (the displacement rate
effect).

Table 2 gives estimates of each of these terms for the de-
composition of the change in the black-white displacement
rate gap from 1982-83 to 1990-91 (slack labor markets) and

Decomposition of the change in the black-white
displacement rate gap into contributions from the

occupational distribution, 1982-83 to 1990-91 and
1984-89 10 199293
Black-white
ment 1982-83 to 1990-21 198489 1o 1992-93
rote ya "I::'d Percentoge | Percent |Percentage| Percent
decomposifion points of total poinis of tolal
Black-white
displacement
rate gap:
Total change.... -1.8 -1.0
Base period ....... 22 9
Final period ....... 8 -1
Method 1:
Employment share .
effect ... -1 7.7 -1 5.0
Employment share
interaction ............ .0 25 0 0
Displacement rate
interaction............ -4 26.7 0 25
Displacement rate
effect.........eneee -1.0 63.1 -9 91.8
Method 2:
Employment share
affect.....coveveeeen -1 8.1 -1 57
Employment share
interaction............ .0 1.1 0 0
Displacement
rate interaction .... -8 550 2 ~-19.5
Displacement rate
effect........ccoceeeee. -5 348 -1.1 113.8
Note: Samples include men aged 20 to 64 working full time in
ronagricultural private sector Industries. The displacement rate is defined as
the percentage of at-risk workers experlencing job dispiacement in the speci-
fied period. Al calculations use ces final sampling weights. See text for
definition of each method.

from 198489 to 1992-93 (strong labor markets). Method 1
uses the preceding equations to calculate each of the terms,
and method 2 uses a different weighting scheme to calculate
each.' Method 2 is equally as valid as method 1 and is pre-
sented in order to furnish additional estimates for the decom-
position. Table 3 reports the black and white displacement
rates and employment shares for each occupation, as well as
the periods for which the decompositions are carried out,

For both the slack labor market and strong labor market com-
parisons, there was a large decrease in the black-white displace-
ment rate gap. The gap decreased by 1.6 percentage points from
1982-83 to 1990-91 and by 1.0 percentage point from 1984—
89 to 1992-93.% The employment share effect and the employ-
ment share interaction are small in all of the decompositions
and thus do not explain much of the changes. The reason these
terms are small is that the racial distributions of employment
shares across occupations did not change substantially over time.
(See table 3.) This finding suggests that the interesting terms in
the decompositions are the last two.
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Wbplacemem rales and employment shares

by race and occupation, Displaced Worker
Survey, 1964-94
[In percent, except for sample size}
Race and Yeors covered
@ and ocCUPANON |~ 0 83 | 1964-09 | 199091 | 199293
Displacement rates
Whita:

100 /-1 " 4.9 33 4.3 4.1
White collar ........... 3.2 2.5 3.3 3.4
Skilled blue collar .. 6.1 3.8 6.0 5.1
Semiskilled blue

collar....ominnin 7.3 4.3 5.1 4.4
Service ... 3.6 29 3.3 5.1
Black:

Total e 71 4.1 5.0 4.0
White collar ........... 42 3.4 5.3 38
Skilled blus collar .. 8.0 47 5.6 29
Semiskilled blue

[]] - | 8.1 4.8 4.7 5.0
Service - 4.3 26 4.0 33
Black-white difference:

Total ..o 2.2 9 8 -1
White collar ........... 1.0 g 20 2
Skilled blue collar .. 19 9 -4 -2.2
Semiskilled blue

collar ... 1.8 5 -4 T
Service ... T -3 7 -1.8
Empiocyment shares

White:
White collar ........... 47.0 47.5 49.0 49.6
Skilled blue collar .. 25.3 25.0 238 23.3
Semiskilled blue

collar.............conuns 23.2 23.0 225 224
Servite ... 4.6 4.5 4.7 48
Sample size ......... 103,263 | 315,481 103,862 97,519

Black:
White collar ........... 239 26.6 28.5 30.4
Skilled blue collar.. 19.2 18.8 18.0 16.6
Semiskdlied blus

collar.........ccoeeeeenn 43.0 41.0 39.4 37.7
88rvice .....oceimenes 14.0 13.7 14.2 15.3
Sample size ......... 8,522 28,630 9,573 8,873

Note:  Samples include men aged 20 to 64 working full time in nonagri-
cultural private sector industries. The displacement rate is defined as the
percentage of at-risk workers expertencing job displacement In the speci-
fied period. All calculations use cps final sampling weights. Total displace-
mant rates reported in tables 3, 4, and 5 may difler for some categories due
to missing values for occupation.

For the change between the two slack periods (1982-83 to
1990-91), the displacement rate interaction and the dis-
placement rate effect are both large. The large displacement
rate interaction suggests that, relative to the white occu-
pational distribution, the black distribution was not as
negatively affected by the slack period in the 1990s as it was
by the slack period in the 1980s. In large part, this was due to
the higher probability of blacks being employed in semi-
skilled blue-collar and service occupations and the lower
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probability of blacks being employed in white-collar
occupations, compared with whites.?' Displacement rates
declined dramatically between the two slack periods in
semiskilled production jobs for both whites and blacks.
Furthermore, white-collar occupations experienced an increase
in displacement rates for both blacks and whites, therefore
reducing the black-white gap. The increase in the white-collar
displacement rate stands in contrast to declining rates in all other
occupations; this is consistent with previous research
demonstrating that the recession in the early 1990s affected
white-collar workers much more than did the recession in the
early 1980s.

The large displacement rate effect also explains much of
the change in the black-white displacement rate gap:  a sub-
stantial portion of the reduction in the gap is due to a conver-
gence in black and white displacement rates within occupa-
tions. The estimates of the black-white gap reported in table
3 are useful for identifying rates of convergence for each
occupation. In blue-collar occupations, the racial gap not
only declined, but actually changed sign. That is, in 1982—
83, black men in these occupations experienced substantially
higher displacement rates than white men, but in 1990-91,
black men in those same occupations were at a slightly lower
risk of being displaced than whites were. In contrast, the ra-
cial difference in displacement rates in white-collar occupa-
tions increased over this period: both black and white
workers faced a greater risk of displacement in the second
recession, with the risk for blacks increasing relative to that
for whites.

We next turn to analyzing the change in the racial gap be-
tween the two periods of strong labor markets (198489 to
1992-93). Qver this time frame, the decompositions demon-
strate that the bulk of the change in the gap was due to con-
verging displacement rates in most occupations. Here, the dis-
placement rate effect explains essentially all of the change in
the racial gap. This is apparent in significant reductions in the
black-white displacement rate for all occupation categories
excepl the semiskilled blue-collar category. The other terms
are small, the displacement rate interaction in part because
there was an increase in the displacement rates in white-col-
lar occupations (in which blacks are underrepresented} and
in service occupations (in which blacks are overrepresented),
which had counteracting effects.

We also decompose changes in the black-white displacement
rate gap using education and region. We discuss these results
and report black and white displacement rates and employment
shares for education and region in tables 4 and 5.2

The estimates reported in table 4 demonstrate the well-
known fact that, on average, black men have substantially
lower levels of education than white men. This difference in
education may have contributed to the decline in the racial dis-
placement rate gap in the 1990s. In general, across similar labor




el Displacement rates and employment shares

race and education, Dispioced Worker Survey,
1984-94
[In percent, except for sample size]
Years covered
Race education
and 1982-83 | 1964-89 | 1990-921 | 1992-93
Displacement rclos
White:
Tolak....ooeiienans 4.9 33 43 4.1
Non-high schoot
graduate ........... 69 45 57 5.0
High school
graduate ........... 5.5 36 4.2 43
Some college ....... 4.7 3.2 5.4 4.6
College graduats . 2.8 2.1 3.2 3.1
Black:
L0 | OO — 71 41 5.0 4.0
Non-high school :
graduate ............. 7.2 47 5.0 33
High school .
graduate ............ T4 4.3 45 4.6
Some college ....... 8.7 4.1 8.5 a7
College graduate . 55 241 5.2 3.7
Black-white difference:
Total ..o 22 9 7 -1
Non-high school
graduate ............. 3 2 -7 -1.8
High school
graduate ............. 19 7 2 3
Some college ....... 2.0 9 1.1 -9
College graduate . 27 0 1.9 6
Employment shares
White:
Non-high school
graduate ............. 146 12.4 10.3 8.7
High school
graduate ... 41.2 41.2 40.8 ar.2
Some college ....... 19.9 20.8 21.8 26.9
College graduate . 243 256 274 27.3
Sampile size ......... 103,263 | 315,461 103,862 97,519
Black:
Nofi-high school
graduate.............. 30.3 235 19.6 17.0
High school .
graduate ............. 424 45.3 47.3 43
Some college ....... 18.1 200 210 6.8
College graduate . 9.3 11.3 12,1 131
Sample size ......... 8,522 28,630 9,573 8,873
Nore:  Samples include men aged 20 to 64 working full time in nonagricultural
private sector industries. The displacement rate is defined as the percentage
of at-risk workers experiencing job displacement in the specified period. All
calculations use cps final sampling weights, Total displacement rates reportad
in tables 3, 4, and 5 may ditfer for some categories due to missing values for
occupation.

market conditions, displacement rates among college gradu-
ates were higher and displacement rates among men with less
than a high school diploma were lower in the 1990s than in the
1980s. The combination of these two trends partly contributed
to the reduction in the black-white gap across both the slack and
the strong market periods; this effect, however, is not large. The

displacement rate inieraction is relatively small for the change
across each pair of periods.Z Across both periods, most of the
change in the racial gap is explained by the displacement rate
effect. In every educational category, black men experienced
reductions in their likelihood of being displaced relative to white
men in the 199Cs. Perhaps most surprising, among non-high
school graduates, black men had substantially lower displace-
ment rates than did white men.

Table 5 shows considerable variation in displacement rates
across regions of the country for each of the periods in the
sample. This is not surprising, given the known regional differ-
ences in the impact of the business cycle, Combined with the
observation that blacks had a different geographical distribu-
tion than whites did, the variation in displacement rates across
regions may explain part of the relative improvement in black
displacement rates in the 1990s. Overall, the results indicate
that almost all of the change in the racial gap between the two
slack periods is due to the large reductions in the difference in
displacement rates in the Midwest, South, and West. In 1990~
91, during a stack labor market, black displacement rates were
basically the same as white displacement rates in the South and
the West. The large decline in the displacement rate in the South
and the overrepresentation of blacks in that region partly con-
tributed to the decline in the racial gap. This was counterbal-
anced somewhat by a declining displacement rate in the Mid-
west, where blacks were underrepresented.

The results of decomposing the change in the racial gap
between the two strong labor market periods are similar. Most
of the convergence of the black and white displacement rates
between the two periods is due to large decreases in the dif-
ference in the rates in the Midwest, South, and West. This
provides evidence that the substantial declines in black dis-
placement rates relative to white rates that occurred in the
1990s were not limited to only part of the country. In 1992—
93, the Midwest was the only region in which black displace-
ment rates remained higher than white rates.

Trends in postdisplacement outcomes. There is a large body
of literature analyzing the consequences of job displacement,
These studies find that for many workers, adjusting to perma-
nent job loss can be difficult, with low probabilities of reem-
ployment, long durations of joblessness, and sizable earnings
losses.? In this section, we examine what happened to those
workers who lost their jobs over the sample period, focusing on
whether there are any important racial differences in outcornes,
We utilize two measures of postdisplacement outcomes in our
analysis: the probability of reemployment and the change in
weekly earnings from the predisplacement job to the postdis-
placement job (conditional on reemployment).

We use the reemployment rate, defined as the percent of
displaced workers who are employed on the date of the sur-
vey, 1o summarize racial differences in the probability of be-
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coming reemployed after job displacement.”® We calculate
reemployment rates for black and white men who reported a
job loss within the 2 years previous to each occasion on which
the Displaced Worker Survey was taken. Chart 2 displays
reemployment rates by race for each survey year in the
sample. Over the entire sample period, black men who were
displaced had significantly lower reemployment rates than
their white counterparts.?® Although black and white reem-
ployment rates differed notably over the 1980s and 1990s,
they generally followed the same trend over the business
cycle. As expected, both rates were low in slack labor mar-
ket periods and high in strong labor market periods.

Perhaps most importantly, chart 2 demonstrates that the
difference between the black and white rates declined slowly,
but steadily, over the sample period. White reemployment
rates were 20.8 percentage points, or 54.3 percent, higher
than black rates in 1982-83. By 1992-93, the rate for whites
had dropped to 14.1 percentage points, or 25.3 percent,
higher than the black rate. These results suggest that black
displaced workers had a harder time becoming reemployed
than did white men in every period in the sample, but there
was a small relative improvement over time.

For workers who were reemployed on the date of the
survey, we can examine the change in earnings that is as-
sociated with job loss. The Displaced Worker Survey con-
tains information only on a person’s usunal predisplace-
ment weekly earnings, with no information available on
predisplacement hourly wages. Therefore, we use the dif-
ference between the pre- and postdisplacement weekly
earnings.”” With this measure, we include only those
workers reemployed on the date of the survey (and for
whom postdisplacement earnings are observed),”® One
important limitation of such a measure is that it does not
account for how earnings would have risen on the old job
if the worker had not been displaced.”

Our measure of the change in earnings is equal to the
difference between the logarithm of weekly earnings for the
postdisplacement job and the logarithm of weekly earnings
for the predisplacement job. This difference is approximately
equat to the percent change in earnings resulting from job
displacement for reemployed workers. Chart 3 displays the
average change in the logarithm of earnings by race for each
survey year in the sample period. The two curves generally
follow the business cycle, being lower (exhibiting large
losses) in slack periods and higher (showing small losses) in
strong periods. Note that there is no clear direction for the
black-white difference; it is negative and large in 1982-83,
1984-85, and 1990-91, positive and large in 1992-93, and
positive, but small, in 1986-87 and 1988-89.% Thus, there
does not appear to be any indication that black reemployed
workers experienced larger losses in earnings relative to
whites in the 1990s than in the 1980s.!
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Displacement rates and employment shares

race and reglon, Displaced Worker Survey,
1984-94
[In percent, except for sample size]
Yoors covered
Race and reglon
1982-83 | 1964-89 | 1990-91 | 1992-93
Displacement rates
Whita:
Total .. 4.9 a3 4.4 4.1
4.0 25 49 47
49 3.1 34 34
53 36 45 a7
5.4 a9 50 5.3
71 4.9 51 4.0
5.1 36 6.8 4.7
6.3 4.8 3.2 4.7
79 a9 52 3.5
79 53 53 4.6
22 9 7 =1
14 1.1 19 0
1.4 1.7 -2 1.2
26 3 6 -2
26 14 3 -7
24.3 234 224 21.7
282 28.3 28.7 29.3
29.8 308 30.9 31.0
17.7 17.56 18.0 17.9
Sample size ............ 103,263 315,461 103,862 | 97,619
1.9 18.4 17.8 17.8
17.8 18.0 18.4 17.8
52.8 54.6 55.2 56.7
9.6 9.0 8.7 7.7
Sample size ............ 8,522 28,630 9,573 8873
NOTE: Samples include men aged 20 to 64 working full time in nonagricultural
private sactor industries. The displacement rata is defined as the percentage
of at-risk workers axperiencing job displacement in the specified period. All
cakuiations use crs final sampling weights. Total displacement rates reported
in tables 3, 4, and 5 may differ for some categories due to missing values for
occupation.

OVER THE PAST DECADE, the burden of job displacement has
shifted between black and white men. In 198283, the black
displacement rate was 2.15 percentage points (43.9 percent)
higher than the white rate. Over the 1980s and into the early
1990s, there was a steady convergence of the incidence of
displacement between blacks and whites. In 1992-93, the
black displacement rate was actually 0.11 percentage point
lower than the white rate. The observation that black men
experienced such a large improvement in their likelihood of
job loss stands in contrast to worsening relative outcomes in
other economic measures over the same period.
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Job Displkacement

The characteristics of job displacement were notably dif-
ferent in the 1990s than in the 1980s. Perhaps the most im-
portant difference was that white-collar workers were at a
higher risk of losing their jobs in the 1990s than they were in
the 1980s. At the same time, semiskilled blue-collar workers
experienced a substantial reduction in their likelihood of job
loss in the slack labor market period of the 1990s, compared
to their dramatic job losses of the early 1980s. These trends,
combined with the underrepresentation of black men in
white-collar occupations and overrepresentation of black
men in semiskilled blue-collar occupations, contributed to
the decline in the black-white displacement rate gap in the
1990s.

Although racial differences in occupational distributions
had an important effect, a substantial part of the decline in the
aggregate racial gap was due to large reductions in the racial

Footnotes

displacement rate gaps within occupations. This becomes evi-
dent especially when we examine the change between strong
labor market periods. When we consider the roles of educa-
tion, region, and industry, we find that there were large de-
creases in the displacement rate gap within most categories.
These findings suggest that, in general, black men experi-
enced an iraprovement relative to white men from the 1980s
to the 1990s in the risk of permanent job loss. The decline in
the probability of job displacement for blacks relative to
whites was not confined to only a few types of jobs, sectors
of the economy, or regions of the country.

The relative and absolute decline in displacement rates for
black men is an improvement in their labor market situation.
Qur view of this improvement, however, is tempered by our
finding that, relatively speaking, black postdisplacement out-
comes remained largely unchanged over the decade. |
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