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Introduction

It is well established that losing a job hurts long-run
earnings, but it is unclear whether the impact varies
by race. On the one hand, displaced Black workers
may be hindered relative to their White counterparts
due to discrimination in hiring. On the other hand,
displaced Black workers may have higher productiv-
ity than laid-off White workers who otherwise appear
similar, because employers discriminate in termina-
tion decisions. Furthermore, Black workers may be

less likely to hold “career ladder” jobs, where compen-

sation includes a premium for experience, so job loss
may impact them less for that reason, too.

To determine the relative impact of job loss on
Black and White workers, this brief, which is based on
a recent study, focuses on the impact of displacement
during three recessionary periods: 1990-91, 2000-01,
and 2008-09." The exercise uses administrative data
from the U.S. Social Security Administration (SSA) to
compare the earnings trajectories — five years before
and 10 years after each recession — of displaced work-
ers relative to the trajectories of similar workers who
were not displaced.

The discussion proceeds as follows. The first
section reviews what is known about the impact of
unemployment for Black and White workers. The
second section introduces the data and methodology

used for the analysis. The third section presents the
results, which show that, by 10 years after the initial
job loss, both Black and White displaced workers have
earnings roughly 30-40 percent lower than same-race
workers who were not displaced. The final section
concludes that while Black workers are not dispro-
portionately harmed by job loss in the long run, they
begin with lower earnings, their earnings grow more
slowly than those of White workers, and they are more
likely to lose their job in a recession in the first place.

Background

Black workers have always been much more likely

to be unemployed or underemployed than their
White counterparts; they are the first to be laid off
from struggling firms; and they face longer spells of
unemployment.? Yet, while it is well known that job
loss hurts the long-run earnings of displaced workers,
recent research does not generally address how the
effect might vary by racial group.?

Theoretically, workers who lose their jobs due to
macroeconomic or industry shocks may have trouble
recouping lost earnings because either their human
capital depreciates while they are unemployed or they
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lose an employer-employee relationship with unusu-
ally high productivity.* This inability to fully recover
is particularly pronounced for workers who — due to
their occupation — require significant firm-specific
knowledge to be productive or hold career-ladder jobs,
which disproportionately reward long tenure. In ad-
dition, a layoff is often a negative signal of productiv-
ity on the job market, carrying a wage penalty.

Black workers may be differentially affected by
layofts in offsetting ways. First, Black workers who
are laid off might fare worse than identical White
workers due to discrimination in the labor market.®
Since Black job-seekers typically receive fewer call-
backs than similarly qualified White people, they can
either search longer to achieve the same wage or end
the search earlier by accepting a lower wage.® On the
other hand, Black workers, possibly due to discrimi-
nation, are typically the first to be laid off from strug-
gling firms and may have higher productivity than
otherwise similar laid-off White people, which would
enable them to recover lost earnings more quickly
when they are rehired. Black workers are also less
likely to hold career-ladder jobs, where a layoff is most
likely to generate large long-term earnings losses.’

Recognizing that all these forces operate simul-
taneously, this analysis aims at estimating the net
impact on earnings from job loss of White and Black
men. The comparison is limited to White and Black
workers because the race information is less reli-
able for other ethnic groups; and it is limited to men
because, particularly in the early recession, White
women appear much less attached to the labor force
than Black women.®

Data and Methodology

The data come from SSA’s Continuous Work History
Sample (CWHS), which contains earnings records for
a 1-percent sample of the population. The advantage
of this dataset is its size and reliability. The disadvan-
tage is that it has very limited demographic informa-
tion about the workers.’

Identifying Displaced Workers

Like prior studies, this analysis starts by identifying

a sample of workers (ages 28-45) in three periods of
high unemployment: 1990-91, 2000-01, and 2008-09.°
The focus on job loss during a recession is an attempt
to identify workers whose termination was due to

macroeconomic shocks, rather than low productivity.!
For each period, the sample is limited to workers with
stable pre-recession jobs — that is, workers who were
employed with the same employer for five years prior
to the recession. The earnings trajectories of those
displaced are then compared to a control group who
remained employed throughout the recession.

Of course, not all job separations are associated
with a loss in earnings; often people who switch jobs
see their earnings increase. Identifying “displaced”
workers involves finding those who experienced
a “substantial drop” in earnings. This calculation
compares the separator’s average earnings in the
five years before the recession with average earnings
during the recession years. Displaced workers are de-
fined as those whose percentage change in earnings
falls below the 25th percentile of this distribution.

Sample Characteristics

Before describing the regression analysis, it is help-
ful to consider the characteristics of displaced and
non-displaced workers, by race (see Table 1).1* Several
points stand out. First, displaced workers have lower

TABLE 1. MEAN CHARACTERISTICS OF MALE WORKERS IN
THE CWHS SAMPLE, BY RECESSION, NOMINAL DOLLARS

1990-91 recession

Non-displaced  Displaced

Black: pre-recession earnings $23,100 $19,460
White: pre-recession earnings 27,240 22,870
Share Black 12% 15%

2000-01 recession

Non-displaced  Displaced

Black: pre-recession earnings $29,180 $25,230
White: pre-recession earnings 33,580 28,280
Share Black 12% 17%

2008-09 recession

Non-displaced  Displaced

Black: pre-recession earnings $36,810 $29,750
White: pre-recession earnings 42,950 35,030
Share Black 12% 19%

Source: Authors’ calculations from the U.S. Social Security
Administration, Continuous Work History Sample (CWHS)
(1985-2017).
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pre-recession earnings than non-displaced workers
of the same race. Second, Black workers have lower
annual earnings than White workers, on average.'®
Workers are around age 36 pre-recession (not shown
in Table 1). Notably, Black workers are somewhat
more likely to be displaced during recessions, consis-
tent with prior literature.™

Having set the sample, the analysis is done using
ordinary least squares regression.’® The dependent
variable is log of earnings or an indicator of employ-
ment status. Essentially, the equation checks for
differential pre-trends between displaced and non-
displaced White workers five years prior to job loss
and then estimates the effect of unemployment on
their outcomes up to 10 years post-layoff, while also
estimating the differential effect of displacement for
Black workers.

Results

The regression results for the impacts of job-loss on
earnings and employment by race are shown graphi-
cally in Figures 1-4.'

Effect of Job Loss on Earnings of White
Workers

Figure 1 shows the effects of displacement on the
earnings of re-employed White workers over the three
recessions — that is, it compares White displaced

workers with White non-displaced workers.” The dif-
ference is shown in percentage terms relative to the
year before displacement. All three recessions show
remarkably similar patterns.!® First, White displaced
workers consistently experience a 55- to 66-percent
drop in earnings in the year of separation. In part,
this drop reflects our definition of displacement as
leaving a long-term employer and experiencing a
change in earnings in the bottom 25 percent of sepa-
rators in the year of displacement. A more mean-
ingful measure of the loss is that earnings tend to

fall even further for the displaced workers in the year
after separation, bottoming out at declines of 79 to 88
percent. This later decline is no longer mechanical,
but rather reflects a real and devastating impact of
separating from employment. Second, these earnings
losses are long-lasting: White displaced workers never
recover within the 10-year window after each reces-
sion. By the final year, White displaced workers still
have earnings 28 to 40 percent lower than they would
have otherwise had.

Effect of Job Loss on Earnings of Black
Workers

Figure 2 (on the next page) shows the earnings trajec-
tories of Black displaced workers compared to Black
non-displaced workers. Again, all three recessions
show similar patterns. Much like White workers,
Black displaced workers experience an 80- to 90-per-
cent drop in earnings in the year following separation.

F1GURE 1. EARNINGS TRAJECTORIES OF DISPLACED WHITE MALE WORKERS RELATIVE TO NON-D1SPLACED WHITE
MALE WORKERS IN THE 1990-91, 2000-01, AND 2008-09 RECESSIONS
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Note: The whiskers depict 95-percent confidence intervals.
Source: Authors’ estimates from the CWHS (1985-2017).
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F1GURE 2. EARNINGS TRAJECTORIES OF DISPLACED BLACK MALE WORKERS RELATIVE TO NON-D1SPLACED BrAck
MALE WORKERS IN THE 1990-91, 2000-01, AND 2008-09 RECESSIONS
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Note: Whiskers for this figure are not available.
Source: Authors’ estimates from the CWHS (1985-2017).

On average, similar to White displaced workers, Black
workers never recover within the 10-year window
after each recession. By the final year, Black displaced
workers still have earnings 32 to 47 percent lower
than they would have otherwise had.

Differential Effect of Job Loss on
Earnings of Black Workers

The key result of the analysis is the comparison of
how displacement affects Black workers relative to
White ones. Specifically, Figure 3 shows the impact of
displacement for Black workers relative to their non-
displaced Black counterparts, compared to the impact
of displacement for White workers relative to their

non-displaced White counterparts. The major conclu-
sion is that Black workers did not suffer disproportion-
ately from job loss in the long run. Yes, following the
1990-91 recession Black displaced workers experienced
greater losses than their White counterparts, but these
estimates are very imprecise. And importantly, the fol-
lowing two recessions show a pattern of recovery and no
statistically meaningful difference in outcomes by race.

Effect of Job Loss on Employment of
Black and White Workers

One further step is necessary before concluding that
Black workers have not been hurt more than White
workers from job loss, and that relates to employ-

F1GURE 3. EFFECT OF DISPLACEMENT ON EARNINGS FOR BrACK MALE WORKERS, RELATIVE TO THE EFFECT FOR
WHITE MALE WORKERS, IN THE 1990-91, 2000-01, AND 2008-09 RECESSIONS
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Source: Authors’ estimates from the CWHS (1985-2017).
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ment. The findings above are based on the earnings
experience of displaced workers who find a new job. If
only 10 percent of Black people find new work, while
100 percent of White people are reemployed, the
findings would not be meaningful. Therefore, Figure
4 shows the relative employment experience of Black
and White workers. More specifically, it shows the
difference in employment rates between displaced
and non-displaced Black workers, compared to the
difference in employment rates between displaced
and non-displaced White workers. Interestingly,
Black displaced workers actually experienced posi-
tive — albeit modest — “excess employment” during
the first few years of the 1990-91 recession, before
converging back to the same level as White displaced
workers. The same pattern is discernible in the
2000-01 recession, although the difference is only
marginally statistically significant, and disappears by
the Great Recession. In other words, displaced Black
workers do somewhat better in terms of employment
relative to non-displaced Black people than their
White counterparts. Thus, the conclusion of no dif-
ference in earnings trajectories for Black and White
workers is a meaningful finding.

Conclusion

This study considers whether the effect of displace-
ment on earnings is worse for Black than for White
workers, focusing on men who were stably employed
pre-displacement. The analysis combines a series
of natural experiments with administrative earn-
ings data from the SSA. Specifically, it compares the
earnings trajectories of Black and White workers who
were displaced during three recessionary periods to
workers of the same race who were not displaced.
The results show that displaced male workers experi-
ence large and persistent declines in earnings and
employment relative to the counterfactual, regardless
of race. While Black workers tend to lose more in
percentage terms immediately following a job loss,
this excess loss dissipates in the long run.
Nevertheless, Black workers still face significant
labor-market headwinds as they start off at lower
levels of earnings and employment than their White
peers and face a disproportionate risk of displace-
ment. Moreover, limiting the sample to those with
five years of stable employment (as is standard in the
literature on displacement) may produce a sample of
Black workers who are more productive than the com-
parison sample of White workers. Hence, the find-
ings may understate the extent of racial disparities
in unemployment scarring. We leave this important
question for future research.

F1GURE 4. EFFECT OF DISPLACEMENT ON EMPLOYMENT FOR

Brack MALE WORKERS, RELATIVE TO THE EFFECT FOR

WHITE MALE WORKERS, IN THE 1990-91, 2000-01, AND 2008-09 RECESSIONS
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Endnotes
1 Quinby and Wettstein (2025).

2 Cajner et al. (2020); Kijakazi, Smith, and Runes
(2019); Elvira and Zatzick (2002); Couch and Fairlie
(2010); and U.S. Bureau of Labor Statistics (2020).

3 For example, the major papers in this field do not
examine earnings losses by race, including Ruhm
(1991); Jacobson, LaLonde, and Sullivan (1993);
Stevens (1997); Farber, Haltiwanger, and Abraham
(1997); Farber (2003); Davis and von Wachter (2011);
von Wachter, Handwerker, and Hildreth (2009);

von Wachter, Song, and Manchester (2009); Cooper
(2013); and Lachowska, Mas, and Woodbury (2020).
Guvenen et al. (2017) consider heterogeneity in scar-
ring but not by race, and not in the spirit of the mass-
layoff literature. Rose and Shem-Tov (2023) con-
sider heterogeneity by race in a sample of low-wage
workers and find results similar to ours in the more
recent period, albeit with wide standard errors. Their
analysis is complementary to the current setting in
that we consider the more strongly-attached workers

more typically considered to be vulnerable to scarring.

4 For a recent study on the former mechanism, see
Braxton and Taska (2023).

5 Additionally, older Black workers may be more
susceptible to unemployment-induced early retire-
ment because they often suffer from worse health,
and layoffs cause health shocks that push workers out
of the labor force (Quinby and Wettstein 2023). Sul-
livan and von Wachter (2009) show that job displace-
ment harms health and increases mortality. Dwyer
and Mitchell (1998) argue that health is a stronger
predictor of early retirement than economic factors.
Furthermore, Diette et al. (2018) find that the adverse
psychological effects of unemployment are worse for
Black job seekers, which might further lead to greater
impacts of job loss on Black workers.

6 Neumark (2018) shows that Black job-seekers
receive fewer callbacks and interviews than similarly
qualified White people. The duration of unemploy-
ment has a theoretically ambiguous effect on re-entry
wages because a longer search facilitates a higher

reservation wage, but also leads to skill erosion and
“scarring” (Nekoei and Weber 2017 and Schmieder,
von Wachter, and Bender 2016). Couch and Fairlie
(2010) and Forsythe and Wu (2021) show that dis-
placed Black workers spend more time job searching
and are less likely to become re-employed.

7 Influential work by Altonji and Pierret (2001)
shows that the earnings of Black workers have a
lower return to tenure than those of otherwise similar
White workers, suggesting that they are on differ-

ent career ladders. One possible explanation is that
educational disparities push Black workers into lower-
paying jobs without a career ladder (Thompson 2021).

8 Full results for women are available in the Appen-
dix of the full paper (Quinby and Wettstein 2025).

9 For example, the CWHS contains birth year, gen-
der, and state of residence. Race is recorded on the
application form for new Social Security numbers,
and when beneficiaries interact with an SSA field
office. Although often missing for younger birth
cohorts, race is available for approximately 90 percent
of the workers included in our analysis. However, the
coding of Hispanic ethnicity has changed over time.

10 Although the National Bureau of Economic
Research (NBER) dates the middle recession to 2001
only, we define it as occurring between 2000 and 2001
because earnings in the CWHS begin to decline in
2000. Conversely, while the NBER dates the Great
Recession as starting in December 2007, labor market
impacts began somewhat later and will be considered
to start in 2008 in this analysis and are considered to
persist through 2009.

11 This analysis cannot rule out the possibility that
the treated group is less productive than the control
group. However, comparing the treatment effect
across Black and White workers should alleviate this
bias since displaced Black workers are not likely to be
less productive than displaced White workers.

12 For the comparable table for women, see Appen-
dix Table A2 in Quinby and Wettstein (2025).
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13 In contrast, among women in our sample, Black
workers have slightly higher annual earnings than
White workers for the earlier two recessions; only
for women in the Great Recession do Black work-

ers have lower annual earnings than White workers.
This finding is consistent with the generally stronger
attachment to the labor market among Black women
versus White women, historically.

14 Again, this pattern is not apparent in the compari-
son of Black to White women.

15 The analysis framework follows Lachowska, Mas,
and Woodbury (2020). For more details, see Quinby
and Wettstein (2025).

16 Full regression results appear in Appendix Tables
C1 and C2 of Quinby and Wettstein (2025).

17 When interpreting these estimates, it is impor-
tant to keep in mind that the CWHS reports annual
earnings. Particularly in the year of separation, these
earnings losses thus also reflect parts of the year in
which displaced workers had zero or very low earn-
ings while looking for new employment or working
odd jobs. However, the earnings estimates exclude
workers who have zero earnings for the full year.

18 In addition to the patterns noted in the text, a
pre-trend of one or two years is apparent. In some
sense this pattern is reassuring, as it is consistent
with almost all prior work in this field: the earnings
of workers who are soon to be displaced tend to fall in
anticipation of the displacement (known as “Ashen-
felter’s dips”), though whether as a cause or a conse-
quence of the subsequent separation is unclear.
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