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Census data show that the ratio of black to white unemployment rates, 
currently in excess of 2: 1, was small or nonexistent before 1940, widened 
dramatically during the 1940s and 1950s, and widened again in the 
1980s. The authors decompose changes in the unemployment gap over 
the years 1880-1990 to identify the separate contributions of changes in 
observable worker characteristics and shifts in labor demand. Nearly all 
of the widening of the gap during the 1940s and 1950s can be attributed 
to regional shifts of workers and declining demand in markets where 
black workers were concentrated. After 1970, improvements in the 
relative educational status of black workers would have narrowed the 
unemployment gap slightly, but demand shifts adverse to black workers 
more than canceled out these gains. 

T he persistent gap between the unem- 
ployment rates of whites and African- 

Americans stands in stark contrast to the 
narrowing racial gap in earnings during 
much of the postwar period. While earn- 
ings began to converge-most rapidly dur- 
ing the 1960s and 1970s-the ratio of black 
to white unemployment rates actually grew 
from rough parity as late as 1940 to ap- 
proximately 2 to 1 by 1960 and to more 
than 2 to 1 by 1990. In 1997, the unemploy- 

*Robert W. Fairlie is Assistant Professor of Eco- 
nomics at the University of California at Santa Cruz, 
and William A. Sundstrom is Associate Professor of 
Economics at Santa Clara University. The authors 
gratefully acknowledge helpful comments and sug- 
gestions from Marcus Alexis, Thomas Maloney, Rob- 
ert Margo, Christine Meyer, seminar participants at 
Stanford University and Portland State University, 
and participants at the 1997 American Economic 
Association Meetings. 

ment rate of black men averaged 2.4 times 
that of white men (U.S. Bureau of Labor 
Statistics 1998:88). The debate among la- 
bor economists over black economic 
progress "since Myrdal" (Gunnar Myrdal's 
epochal 1944 study of race relations) has 
focused largely on relative earnings; the 
growth and persistence of the unemploy- 
ment rate gap have been relatively ne- 
glected and raise serious questions for the 
optimists' side of the debate. 

In this paper, we examine trends in 
unemployment among black and white 
men from 1880 to 1990 using Census 
Public Use Microdata Samples (PUMS).1 

'We focus on male unemployment because dra- 
matic changes in the labor-force participation rates 
of women, as well as racial differences in participa- 
tion, pose serious questions about the reliability of 
unemployment rate trends and comparisons for 
women. 
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The PUMS series allows us to carefully 
document the emergence and subsequent 
widening of the racial gap in unemploy- 
ment during the twentieth century. An 
analysis of long-run changes in black and 
white unemployment is important for 
understanding the causes of the current 
racial disparity in unemployment. Most 
of the recent work on black/white differ- 
ences in employment patterns relies on 
data from the second half of the twenti- 
eth century, and thus cannot explain the 
emergence of the racial unemployment 
gap between 1940 and 1960. Our PUMS 
series also allows us to explore the causes 
of the persistence and further widening 
of the racial unemployment rate gap in 
recent decades. The causes of current 
racial patterns of unemployment are of 
considerable interest to both academi- 
cians and policy makers, yet they remain 
largely a mystery. 

Since Emancipation, African-Ameri- 
cans have made substantial progress in 
achieving levels of education and job 
characteristics similar to those of whites. 
The twentieth century has also witnessed 
many population shifts, including the 
Great Migration of blacks from the South 
to the North and the more recent move- 
ment of Americans into the "Sunbelt." 
Finally, there is extensive evidence of 
demand shifts away from the types of 
jobs, measured by industry and skill-level, 
in which blacks were concentrated in the 
past two decades (see Holzer 1994 for a 
review). We examine how these and other 
important economic changes affected the 
historical and more recent trends in un- 
employment among black and white men. 
Using a time-series variation of the stan- 
dard Blinder-Oaxaca decomposition, we 
estimate contributions to the changes in 
the unemployment rate gap of racial dif- 
ferences in characteristics, such as edu- 
cation, region, and industry. The ways in 
which these variables affect unemploy- 
ment rates, as revealed through the de- 
compositions, shed light on a number of 
competing hypotheses about the causes 
of the emergence of the racial gap and its 
persistence over time. 

Literature Review 

The black-white differential in unem- 
ployment rates has been a topic of consid- 
erable interest since at least the Great De- 
pression. The 1930 and 1940 Censuses 
revealed a substantial racial gap in large 
cities (Ross 1940; Myrdal 1944; Drake and 
Cayton 1945; Sundstrom 1992). Aggre- 
gated to the national level, however, unem- 
ployment rates were sometimes lower for 
blacks than whites early in the century and 
remained roughly at parity as late as 1940 
(Vedder and Gallaway 1992). By 1960 the 
ratio of black to white unemployment rates 
was roughly 2, and it remained at that level 
until around 1980. During the 1980s the 
ratio expanded again to nearly 2.5. 

A number of studies of the unemploy- 
ment gap have attempted to decompose 
the differential at a given point in time into 
the contribution of racial differences in 
characteristics and an unexplained race 
effect, often attributed to discrimination. 
Using occupation-level data, Gilman (1965) 
found that characteristics could explain 
roughly half the unemployment gap. In 
more recent efforts, researchers have used 
microdata to estimate models of the prob- 
ability of unemployment and then applied 
the probability analogue of the standard 
Blinder-Oaxaca earnings decomposition. In 
these studies measured worker characteris- 
tics explain only 20-40% of the racial un- 
employment differential (Abowd and 
Killingsworth 1984; Stratton 1993). Using 
data from the 1940 Census, Sundstrom 
(1997) found that workers' characteristics 
explained only a third of the racial unem- 
ployment gap in the northern states, but 
fully accounted for the differential in the 
South. 

The widening of the gap between black 
and white unemployment rates during the 
1940s and 1950s, coinciding as it did with 
the Great Migration of blacks out of the 
agrarian South, suggests that regional and 
industrial shifts might account for the na- 
tional trend. Using a simple counterfactual 
exercise based on white unemployment 
rates by region and occupation, Vedder 
and Gallaway, (1992) argued that at least 
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half the increase in the racial gap could be 
accounted for by blacks shifting from low- 
unemployment to high-unemployment re- 
gions and occupations. Data limitations, 
however, left open the possibility that other 
explanatory variables played a significant 
role and that the contribution of the vari- 
ous factors changed over time. Further- 
more, Vedder and Gallaway's technique 
did not control for region and occupation 
simultaneously. 

An alternative explanation was offered 
by Cogan (1982), who suggested that the 
declining demand for labor in southern 
agriculture explained virtually all of the 
reduction in employment of young black 
men during the period 1950-70.2 Cogan 
speculated that many of the workers "re- 
leased" from agriculture were unable to 
find jobs in expanding sectors of the 
economy because of the minimum wage. 
As we note below, the accounts by Cogan 
and by Vedder and Gallaway have distinct 
implications for our decompositions. 

Discussions of trends in black unemploy- 
ment and joblessness since the 1960s have 
often been framed in terms of supply versus 
demand shifts in the labor market. A large 
number of these studies are surveyed in 
Holzer (1994). Research that emphasizes 
the impact of relative shifts in labor de- 
mand away from locations and industries in 
which blacks were concentrated includes 
Wilson (1987), Kasarda (1989), and Cain 
and Finnie (1990). Welch (1990), on the 
other hand, argued that supply shifts were 
more important, at least during the 1970s, 
because wage changes were relatively favor- 
able to blacks at all percentiles of the wage 
distribution. Juhn (1992) showed that since 
the early 1970s falling wages along a stable 
labor supply function account for most of 
the reduction in white men's employment 

2The timing of this demand shift is broadly consis- 
tent with Reardon's (1997) recent finding that dur- 
ing the period 1940-90, the largest relative shifts in 
demand away from black men occurred before 1970. 
Margo and Finegan (1993), however, noted that the 
declining employment of black teenagers was partly 
the continuation of a long-run trend toward increased 
school attendance. 

but only about half the reduction in black 
men's employment. Bound and Freeman 
(1992) suggested that both adverse demand 
shifts and changes in supply behavior- 
including increased criminal activity-ac- 
count for much of the relative decline in 
the employment of young black men dur- 
ing the 1980s.3 

The debate over demand and supply in- 
fluences tends to downplay the potential 
role of discrimination, perhaps reflecting 
the view that the postwar period has wit- 
nessed a decline in discriminatory behav- 
ior.4 But it is possible that declining wage 
discrimination actually played a role in the 
widening unemployment gap. Gilman 
(1965) hypothesized that employers had a 
taste for discrimination in both the North 
and the South, but that social pressures for 
"equal pay for equal work" were stronger in 
the North. Indeed, the racial wage differ- 
ential after controlling for characteristics 
was much greater in the South than in the 
North, at least until the 1960s (Donohue 
and Heckman 1991). According to Becker's 
(1971) model, if northern employers were 
not compensated for employing blacks, they 
would be less likely to hire them. By the 
same logic, forced reductions in the racial 
wage differential would increase black un- 
employment.5 

Data 

This study uses individual data from the 
Public Use Microdata Samples of the Cen- 

3Further evidence of the importance of both sup- 
ply and demand shifts is presented in Bound and 
Holzer (1996). They provided evidence that smaller 
adjustments in the labor supply of less-skilled and 
black workers exacerbated the negative effects of 
demand shifts in the 1980s for these groups. 

4Donohue and Heckman (1991) argued that la- 
bor-market tightness coupled with political pres- 
sures-including federal equal employment law- 
reduced discrimination during the 1960s, especially 
in the South. 

5Flanagan (1976) suggested that an increase in the 
expected wage for blacks might have increased labor- 
force participation, especially among young blacks, 
leading to at least temporary increases in black youth 
unemployment rates as the new entrants searched for 
jobs. 
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Table 1. Unemployment and Joblessness Rates by Race, 1880-1990 Censuses. 

White Men Black Men Black/White 

Year Rate N Rate N Difference Ratio 

Unemployment 
1880 3.8% 35,679 3.0% 15,064 -0.7% 0.804 
1900 6.1 24,574 6.6 2,778 0.5 1.083 
1910 3.3 36,227 3.1 10,229 -0.1 0.963 
1940 9.6 34,235 10.8 33,100 1.2 1.127 
1950 3.9 33,752 6.9 10,694 3.1 1.798 
1960 4.3 33,691 8.5 31,109 4.2 2.000 
1970 3.2 31,070 6.3 28,389 3.1 1.960 
1980 5.3 31,294 11.1 26,439 5.8 2.080 
1990 5.0 31,281 12.3 26,550 7.3 2.446 

joblessness 
1880 8.5% 37,524 6.6% 15,644 1.9% 0.781 
1900 9.9 25,610 10.3 2,894 0.5 1.049 
1910 7.1 37,707 5.2 10,446 1.9 0.730 
1940 14.3 36,112 15.8 35,077 1.5 1.108 
1950 9.8 35,959 15.2 11,733 5.4 1.556 
1960 9.8 35,767 18.5 34,927 8.7 1.886 
1970 10.6 33,630 19.6 33,082 9.0 1.851 
1980 14.4 34,595 27.4 32,375 13.0 1.907 
1990 14.7 34,913 28.5 32,629 13.8 1.936 

Notes: The sample consists of non-school, non-institutionalized men aged 16-64. Unemployment rate 
calculations exclude workers who are not in the labor force (NILF). 

sus of Population for the years 1880, 1900, 
1910, and 1940-90. PUMS files are not 
available for the 1890 and 1930 Censuses, 
and the 1920 Census did not record em- 
ployment status. We generate random 
samples from each PUMS that contain ap- 
proximately 40,000 individuals of each race 
where possible. For many of the earlier 
census years we are limited to selecting 
fewer than 40,000 black individuals. Fur- 
ther details regarding the samples and vari- 
ables are provided in Fairlie and Sundstrom 
(1997), and exact sample sizes are reported 
in Table 1. 

To define labor-market status as consis- 
tently as possible across all Censuses, we 
first exclude institutional inmates (pre- 
dominantly in correctional facilities or 
mental institutions) and individuals under 
the age of 30 who reported attending school. 
We then assign individuals to three catego- 
ries: employed, unemployed, and not in 
the labor force (NILF). We also include 
only men ages 16-64 in this analysis. Fe- 
male patterns of unemployment are likely 

to differ greatly from male patterns over 
time, and a detailed analysis of these pat- 
terns is beyond the scope of this paper. 

The modern definitions of the labor force 
and employment status were first used in 
the 1940 Census. Consequently, for the 
years 1940 to 1990, the definitions of labor 
force participation and employment are 
essentially consistent, referring to the 
person's activities during the week prior to 
the census survey. For Censuses prior to 
1940, labor force participation was deter- 
mined using responses to questions regard- 
ing occupation, class of employment, or 
both. In general, the analogue to labor 
force participation in the earlier Censuses 
is having a "gainful occupation." Although 
that definition is decidedly vaguer than the 
modern one, for practical purposes the two 
appear to be fairly close, at least for men 
before retirement age.6 Given the rela- 

6The comparability of the old and new labor force 
definitions has been much debated by economic his- 
torians (see Ransom and Sutch 1986; Moen 1987; 
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Figure 1. Unemployment Rates by Race. 
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Souirce: Public Use Microdata Samples, Census of Population. 

tively high participation rates for both races 
early in the century, use of the gainful 
occupation definition seems unlikely to 
introduce significant biases into our analy- 
S1S. 

In addition to this difference between 
the older and more recent Censuses, for 
the 1880 and 1900 Censuses the only avail- 
able question on unemployment referred 
to months unemployed over the preceding 
calendar year. Thus, individual workers 
who reported some unemployment dur- 
ing the preceding year could not be cat- 
egorized unambiguously as either em- 
ployed or unemployed. For these work- 
ers we calculated the proportion of the 
preceding year out of work, which we 
then used to estimate the unemployment 
rate for these years.' 

Margo 1 993b). Some older workers who would today 
be counted as retired and therefore NILF may have 
been counted by the census as gainfully employed 
workers with long spells of unemployment. We follow 
Margo (I1993b) in treating the long-term unemployed 
as in the labor force. This choice does not appear to 
have significant consequences for the racial compari- 
son of unemployment rates: we find that the black- 
white unemployment rate ratio for older workers 
(46-64) was about the same as it was for younger men 
during the years 1880-1910. 

7See Fairlie and Sundstrorn (1997) for more de- 
tails and a check of the procedure using data from the 
1910 Census. 

Trends in Unemployment, 1880-1990 

In this section, we document the long- 
run trends in unemployment and jobless- 
ness among black and white men over a 
110-year period. The labor market out- 
come of primary interest in this paper is 
unemployment. Consistent with previous 
studies, we define the unemployment rate 
as the percentage of the non-school, non- 
institutionalized labor force who are unem- 
ployed. Conditioning on being in the labor 
force allows us to examine how changes in 
industrial composition and unemployment 
within industries have contributed to long- 
run unemployment trends. In particular, 
we can explore the effects of the secular 
decline in agricultural employment over 
the twentieth century and the shift from 
goods-producing industries to service-pro- 
ducing industries that has occurred in re- 
cent decades. An alternative measure of 
non-employment is the rate of joblessness, 
which is defined as the ratio of the unem- 
ployed plus NILF to the non-school, non- 
institutionalized population.8 Although this 
measure does not allow us to examine in- 
dustry effects, we document and examine 
the causes of long-run trends in this mea- 
sure for a comparison to the results for 
unemployment. 

In Figure 1, we present black and white 
unemployment rates from 1880 to 1990. 
The estimates, as well as the black/white 
difference and ratio, are reported in Table 
1.9 At the national level, there was effec- 
tively no racial gap as late as 1910. In 1880 
and 1910, in fact, the black unemployment 
rate was slightly below the white rate. By 
1940 a fairly small racial gap had opened 
up, and it widened significantly by 1950.10 

8Rees (1986) and others have argued thatjobless- 
ness may be more indicative of true unemployment 
for young men, for whom the distinction between 
unemployment and NILF may be especially vague. 

9The racial unemployment gaps and trends are 
similar for all age groups and birth cohorts. 

'0We do not count workers on government relief 
work programs (primarily the WPA) as unemployed 
in our estimates for 1940. See Margo (1993a) for a 
summary of the issues regarding their inclusion in the 
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Figure 2. Joblessness Rates by Race. 
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Published census data from 1930 indicate 
an unemployment rate somewhat lower for 
black men than for white men, suggesting 
that the origins of the racial gap on a na- 
tional basis can be dated to the Depression 
era (see Sundstrom 1992; Vedder and 
Gallaway 1992). From 1950 to 1960, the 
gap widened again and remained at ap- 
proximately a 2 to 1 ratio until 1980." In 
the 1980s, the black unemployment rate 
rose by over 1 percentage point, whereas 
the white rate decreased slightly. This re- 
sulted in a black/white ratio of approxi- 
mately 2.5 to 1 in 1990. These findings 
indicate that the relatively high rates of 
black unemployment have not always ex- 
isted and that their current trajectory is not 
one of convergence with white rates.12 

calculation of unemployment rates for 1940. Includ- 
ing the WPA, the unemployment rates were 14.5 for 
whites and 17.7 for blacks, which imply a larger racial 
difference and ratio than those reported in Table 1. 

1 Although we only report decadal observations of 
the racial unemployment rate ratio, there is evidence 
that annual changes in the ratio were small during 
this period. See Shulman (1991). 

2The apparent parity between black and white 
unemployment rates at the turn of the century could 
be spurious if the Census undercounted unemploy- 
ment in sectors of the labor force in which blacks were 
concentrated. In particular, unemployment may have 
been undercounted in agriculture and among the 
self-employed. We find, however, that the trend in 
the racial unemployment gap is not significantly dif- 
ferent when we remove agricultural workers or the 
self-employed from the sample. 

Figure 3. Black/White Unemployment Rate Ratio 
by Region. 
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In Figure 2, we present black and white 
joblessness rates (Table 1 reports estimates 
and black/white differences and ratios). 
Racial differences in joblessness follow a 
trend similar to that for differences in un- 
employment. Again, the racial gap is quite 
small until the 1940s, and widens to nearly 
2:1 by 1960. Since 1950, joblessness ap- 
pears to have increased secularly for both 
races, with large jumps in the 1950s and 
1970s. The black/white ratio remained 
fairly constant from 1960 to 1990, whereas 
the black/white difference rose substan- 
tially. Therefore, conditioning on being in 
the labor force does not alter the timing of 
the major changes in black/white differ- 
ences in employment patterns during the 
twentieth century. 

Trends in the racial unemployment gap 
differed substantially across regions of the 
country. We report the black/white unem- 
ployment rate ratio by region in Figure 3. 
Within the Midwest, a substantial racial 
unemployment gap existed as early as 1880 
and had widened to more than a 2:1 ratio by 
1910. The racial unemployment gap con- 
tinues to be substantially larger in the Mid- 
west than in other parts of the country to 
the present day. Within the South, where 
the large majority of blacks resided before 
World War II, the racial gap was positive 
but rather small before 1950, while in the 
East the gap made a large jump sometime 
between 1910 and 1940. Estimates from 
recent decades indicate that black/white 
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ratios were large and increased from 1980 
to 1990 in all regions of the country. Blacks 
in the Midwest were especially hard hit in 
the 1980s, ending the decade with an un- 
employment rate that was nearly 3.5 times 
the white rate. 

These geographical patterns suggest the 
possibility that some of the widening of the 
racial gap at the national level could be 
explained by interregional population 
shifts-namely, the postwar migration of 
blacks from the rural South, where both 
unemployment and the racial gap tended 
to be lower, to the urban Midwest, East, and 
West. The decomposition technique dis- 
cussed below is ideally suited to quantify 
the importance of this effect. 

Decomposition Methodology 

To identify the causes of the long-run 
changes in the gap between black and white 
unemployment rates, we employ the de- 
composition methodology used by Smith 
and Welch (1989) in their study of trends 
in racial earnings differences. This decom- 
position is a dynamic generalization of the 
familiar method of decomposing inter- 
group differences in a dependent variable 
into those due to different observable char- 
acteristics across groups and those due to 
different "prices" of characteristics across 
groups (see Blinder 1973; Oaxaca 1973). 

The first step in computing the decom- 
positions is to estimate a linear probability 
model of the relationship between unem- 
ployment, Y, and personal and job charac- 
teristics, X, using separate cross-sections 
for each race and time period, 

(1) Yr = Xjpr + Cr 

where r indexes the race (B, W), t in- 
dexes the census year (1880,..., 1990),i 
indexes the individual-(I,..., Ntr), and str 
represents a mean zero disturbance 

13We use a linear probability model instead of a 
logit or probit model because of the continuous 
nature of our measure of unemployment in 1880 and 
1900. 

term. X The form of the linear regression 
model allows us to express the change in 
the unemployment rate between two Cen- 
suses, t= 1 and t = 2, as 

(2) (X B- XB _ Y ) - (Xf13 B - XYW w). 

The decomposition of this expression 
requires first choosing a base year and base 
race. Following Smith and Welch (1989), 
we use the earlier census year (t = 1) as the 
base year and whites as the base race. Smith 
and Welch argued for using the white or 
majority parameter estimates because these 
estimates more closely resemble market 
prices of attributes. Donohue and Heckman 
(1991), however, noted that the decompo- 
sition results presented in Smith and Welch 
(1989) are somewhat sensitive to the choice 
of base race. To address this concern for 
our application, we also calculate decom- 
positions using blacks as the base race and 
compare results. Using whites as the base 
race, (2) can be expressed as 

(3) (i) [(XB _X(W) _ (XB Xw)]WV + 

(ii) (XB-X)( BW)+ 

(iii) (B _X W) (MOW 
P 

W) + 

(iv) XB(PBE S_P W) _ ( B _ W) ]. 

Given the linearity of the decomposition, 
the separate components can be further 
decomposed to capture the effects of dif- 
ferent subgroups of variables and coeffi- 
cients. Where possible, we calculate the 
separate contributions of education, region, 
and industry. 

The components of the decomposition 
can be interpreted as follows, using the 
effects of region as an illustration. (i) The 
"Characteristics Effect" is positive if blacks 
relative to whites move into high unem- 
ployment regions of the country. (ii) The 
"Characteristics-Race Interaction" is posi- 
tive if blacks relative to whites move into 
regions that have large racial unemploy- 
ment rate gaps. Part of this component 
may be due to the effect of blacks moving to 
areas of the country that have high levels of 
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employment discrimination. (iii) The "Co- 
efficients-Race Interaction" is positive if 
blacks are overrepresented in the regions 
of the country that have increasing white 
unemployment rates. This term in the 
decomposition partly captures the effect of 
demand shifts away from "black" regions of 
the country.'4 (iv) The "Coefficients Ef- 
fect" is positive if the racial unemployment 
rate gap is increasing for blacks and whites 
who live in similar regions of the country.15 
A large portion of this component is likely 
to be due to the effect of unmeasurable 
factors, making it difficult to interpret. To 
summarize, components (i)-(iii) can be 
thought of as the portion of the change in 
the racial unemployment gap that is "ex- 
plained" either by changing measurable 
characteristics or by race-neutral changes 
in how those characteristics are correlated 
with unemployment, while (iv) represents 
an unexplained residual. 

Results 

The decomposition estimates that we 
present in this section allow us to explore 
the causes of the emergence, persistence, 
and recent widening of the black/white 
gap. Before turning to the decompositions 
themselves, we briefly discuss the linear 
probability estimates upon which the de- 
compositions are based. We then present 
the results for our basic decomposition 
model in some detail, followed by brief 
discussions of additional estimates that ad- 
just for the level of unemployment and 
decompose changes in the racial jobless- 
ness gap. 

14The interpretation of (iii) as the effect of a 
demand shift is most appropriate for the decomposi- 
tions using whites as the base race, since whites are 
the large majority in most markets and their unem- 
ployment shifts thus reflect general market condi- 
tions. 

'5The interpretation of this term for specific sub- 
sets of variables is problematic, because it is sensitive 
to the choice of excluded category. Therefore, we 
only report the total contribution of this component 
for all of the variables. 

The basic analysis variables used in our 
estimates and decompositions include edu- 
cation (or literacy), region, industry, and 
"control" variables for age, marital status, 
and presence of children under 18.16 Not 
all variables are available in each year: lit- 
eracy is available only for the years 1880- 
1910, whereas educational attainment is 
available only from 1940 on; industry dum- 
mies are not available before 1910. The set 
of variables actually used in obtaining the 
coefficients for each decomposition was 
restricted to the intersection of the sets of 
variables available in the two years. For 
example, the OLS regressions for 1940 that 
are used in the 1910-40 decomposition do 
not include the education dummies. For 
most years, the unemployment rates and 
gaps from our estimating samples are simi- 
lar to those from the full samples presented 
in Figure 1.'7 

The OLS parameter estimates for the 
probability of unemployment generally 

'6Unfortunately, we cannot include measures of 
urban or central city status, because the definitions 
are not consistent across Censuses. In 1960 and 1970, 
for example, the PUMS samples do not reveal metro- 
politan status for a large number of states or parts of 
states, including some with large black populations, 
such as Maryland and Mississippi (Ruggles and Sobek 
1995:C-29). We also exclude occupation because of 
the difficulty of distinguishing between the agricul- 
tural industry and the farming occupation. 

'7There are a few exceptions. The black and white 
unemployment rates in 1940 and the black rates in 
1980 and 1990 are much lower for the estimating 
samples. For these groups, the unemployed have a 
much higher probability of not reporting an industry, 
which excludes them from the samples used in the 
decompositions and leads to an understatement of 
unemployment rates. A partial explanation of this 
pattern is that industry was unknown or simply not 
counted for many of the long-term unemployed. In 
the 1990 Census data, for example, industry is auto- 
matically reported as missing for any worker who had 
been unemployed since 1984. Although these sample 
restrictions lead to an underestimate of unemploy- 
ment in some years, the basic magnitude and pattern 
of change over time in the racial gap are captured by 
our sample. Furthermore, the decomposition results 
presented below are not dramatically altered when 
the unrestricted sample is used and the industry 
variables are dropped (details are available from the 
authors). This is also apparent in the decompositions 
for joblessness, which exclude industry variables. 
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have reasonable signs.8 The point esti- 
mates suggest that the relationship between 
age and unemployment tended to be U- 
shaped. The probability of being unem- 
ployed was lower for men who had children 
present, who were literate, or who had at 
least a high school education. These re- 
sults are consistent across races and census 
years. The results for region and industry 
are less consistent, although in most years 
since the turn of the century the probabil- 
ity of unemployment for white men was 
typically lower in the South than elsewhere, 
higher for workers in the construction in- 
dustry, and lower for workers in public 
administration. 1') 

'8Tables of the linear probability model coeffi- 
cient estimates for each year, as well as sample means 
of the variables, are available in Fairlie and Sundstrom 
(1997). Although it is well known that OLS provides 
consistent parameter estimates when a discrete de- 
pendent variable is used (see Maddala 1983, for ex- 
ample), we compare our coefficient estimates to the 
average derivatives from a logit model for 1910 to 
1990 (recall that our dependent variable is continu- 
ous in 1880 and 1900). For all years and both races, 
we find that the two estimation methods provide 
similar estimates. Simple regressions of the OLS 
coefficient estimates on the logit average derivatives 
yield slope coefficients that range from 0.88 to 1.18 
for whites and 0.78 to 1.03 for blacks. Furthermore, 
the R-squares for these regressions are generally above 
0.9. 

9Although our principal interest is in explaining 
the changes over time in the unemployment gap, the 
coefficient estimates we obtain can be used to exam- 
ine the sources of the racial gap at each point in time 
using the standard Blinder-Oaxaca decomposition. 
These static decompositions are presented in the 
appendix. For the years 1960-90, racial differences 
in our independent variables explain about 15-25% 
of the racial unemployment gap using the white coef- 
ficients, somewhat less using the black coefficients. 
For earlier years, even less of the gap is usually ex- 
plained, and the results are sensitive to the choice of 
base race. Using CPS data from 1990, Stratton (1993) 
found that about 20% of the racial unemployment 
gap can be explained when the white coefficients are 
used, as compared with our 15% for the same year. 
Her decomposition using the black coefficients ex- 
plains rather more of the gap (40%) than does ours. 
Abowd and Killingsworth (1984) reported that about 
33% of the unemployment gap in their 1976 data was 
explained by their included variables. 

Basic Decomposition 

Tables 2 and 3 report the decomposition 
of the change in the racial gap for every 
pair of consecutive census years, using 
whites and blacks as the base race, respec- 
tively. 2" The first two rows in each table 
report the black-white gap in the initial 
census year and the change in the racial 
gap between the two census years.' Sepa- 
rate contributions for education (or lit- 
eracy), region, and industry are reported 
when available. The term "controls" refers 
to the contribution of the variables for age, 
marital status, and presence of children 
under 18. The last two rows in each table 
summarize the results for each two-year 
comparison by reporting the sum of the 
"explained" components (i-iii) for all the 
variables, the residual or "unexplained" 
component (iv), and the total net change 
in the gap. We discuss the results for four 
broad time periods: 1880-1910, 1910-40, 
1940-60, and 1960-90. The discussion fo- 
cuses on the results using whites as the base 
race, but we note the results using blacks as 
the base race where they differ substan- 
tially. 

1880-1910. At the beginning of this 30- 
year period the black unemployment rate 
was roughly a half percentage point lower 
than the white rate; however, this slight 
advantage disappeared by the end of the 
period. The change in the gap in favor of 
whites during this period is the result of a 
full percentage point increase in the gap 
from 1880 to 1900 and a small decrease in 
the gap during the first decade of the twen- 
tieth century. The racial gap is always de- 

20The "black-base race" decompositions reported 
in Table 3 substitute PIB for PI win (i), (X j- X ,') for 
(xB X) in (ii), (f -B B) for (Pw- P w) in (iii),and 
X I for X B in (iv) in (3). 

2INote that the sum of the 1900 gap (0.512) and 
the change in the gap from 1900 to 1910 (-0.597) 
does not equal the reported 1910 gap (-0.355). There 
is also a slight discrepancy between the sum of the 
1910 gap and the 1910-40 change and the 1940 gap. 
These discrepancies arise because the 1910 and 1940 
samples differ for each decomposition due to missing 
values for needed variables. 
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fined here as the black rate minus the white 
rate; thus the total 30-year change appears 
in Table 2 as an increase in the racial gap 
even though there was a reduction in the 
absolute magnitude of the racial differ- 
ence. Positive (negative) changes in the 
racial gap should be interpreted as disad- 
vantageous (advantageous) for blacks re- 
gardless of the sign of the initial racial gap. 

The results from our decompositions 
using whites as the base race suggest that 
literacy plays an important role in explain- 
ing the trend in the racial unemployment 
rate gap. During these years black literacy 
rates improved relative to white rates: the 
literacy rate for blacks in our sample rose 
from 38.2% in 1880 to 71.9% in 1910, 
whereas the literacy rate for whites rose 
only 1.9 percentage points from its 1880 
level of 93.2%. This trend, coupled with 
the negative relationship between literacy 
and unemployment, resulted in the char- 
acteristics effect for literacy narrowing the 
unemployment gap by about 1 percentage 
point over the thirty-year period (-0.486 
for 1880-1900 plus -0.517 for 1900-1910). 
Rising black literacy during this period was 
a consequence of increasing school atten- 
dance by successive cohorts of black chil- 
dren, as well as some increases in literacy 
for young adults (see Margo 1990). 

Working in the opposite direction, the 
racial unemployment gap seems to have 
been greater for the literate than for the 
illiterate, as indicated by the positive values 
of the characteristics-race interaction for 
these years (0.622 and 0.478). This sug- 
gests the possibility that literate blacks faced 
more discrimination in hiring practices than 
illiterate blacks, a finding consistent with 
historical evidence on wage differentials 
and occupational segregation. Wright 
(1986), for instance, noted that in the South 
at the turn of the century there was little 
evidence of wage discrimination against 
unskilled blacks, but that black workers 
were effectively barred from higher-paid 
jobs in many industries.22 

22An alternative explanation would be that due to 
racial differences in school quality, the average liter- 
ate black may have been less educated and less profi- 

In contrast to the effects of literacy, re- 
gional differences did not play an impor- 
tant role during this period. The estimated 
contributions of these variables are small. 
Overall, the net effect of changing charac- 
teristics and demand shifts accounts for all 
of the increase in the racial gap from 1880 
to 1900 and most of the decrease in the gap 
from 1900 to 1910. 

Although the findings for literacy are 
suggestive, they are not robust when we 
change the base race to blacks. An exami- 
nation of the literacy effects for 1880-1900 
and 1900-1910 in Table 3 shows that they 
are generally much weaker than those in 
Table 2. The estimates of (i) and (iii) are 
smaller because the coefficients on literacy 
are smaller in the black equations, and the 
estimates of (ii) are smaller because whites 
experienced a much smaller improvement 
in literacy during this period. The sensitiv- 
ity of the results to the choice of base race 
makes it difficult to draw strong conclu- 
sions about the forces changing the racial 
unemployment gap at the turn of the cen- 
tury. 

1910-40. Lacking data from the 1920 
and 1930 Censuses, we are left with a 30- 
year gap covering a dramatic period in the 
country's economic and racial history. In 
1940 the labor market was still suffering the 
effects of the Great Depression, with unem- 
ployment rates 5 to 6 percentage points 
higher than they had been 30 years earlier. 
The black unemployment rate was slightly 
lower than the white rate in 1910, but nota- 
bly higher in 1940, with the consequence 
that the racial gap widened by about 1.6 
percentage points. 

Migration of blacks out of the rural South 
to northern urban centers began in earnest 
during World War I and the 1920s. The 
South accounted for 86.0% of the black 
work force in 1910, but only 75.4% in 1940. 
The positive effects (i) and (ii) for region 
in Tables 2 and 3 suggest that northward 
migration of blacks contributed modestly 

cient at reading than the average literate white (see 
Margo 1990 on differences in school quality and 
quantity in the South). 

 at East Carolina University on July 2, 2015ilr.sagepub.comDownloaded from 

http://ilr.sagepub.com/


262 INDUSTRIAL AND LABOR RELATIONS REVIEW 

Table 2. Unemployment Rate Decompositions. 

1880- 1900- 1910- 1940- 1950- 1960- 1970- 1980- 
Component 1900 1910 1940 1950 1960 1970 1980 1990 

Black-White Gap (Initial Year) -0.691 0.512 -0.354 1.189 3.000 4.002 2.839 5.173 
Total Change in Gap 1.204 -0.597 1.543 1.811 1.002 -1.163 2.334 0.322 

Decomposition Estimates 
(i) Characteristics Effect 

Controls 0.026 -0.150 0.035 0.052 0.098 0.083 0.060 0.273 
Literacy/Education -0.486 -0.517 0.143 0.032 -0.050 -0.127 -0.190 
Region -0.005 -0.013 0.039 0.356 0.097 0.048 0.018 -0.127 
Industry 0.303 -0.004 0.063 0.040 -0.107 -0.164 

(ii) Characteristics-Race Interaction 
Controls -0.010 -0.036 -0.015 0.078 -0.057 -0.001 0.348 0.063 
Literacy/Education 0.622 0.478 0.041 -0.058 0.110 -0.212 -0.059 
Region -0.024 0.001 0.275 0.501 0.237 0.229 -0.008 -0.377 
Industry -0.168 0.372 -0.006 -0.014 -0.055 -0.123 

(iii) Coefficients-Race Interaction 
Controls 0.049 -0.016 0.054 0.102 0.039 -0.004 0.006 -0.254 
Literacy/Education 0.788 -0.785 -0.197 0.227 -0.287 0.517 0.140 
Region 0.013 -0.114 -1.089 0.452 0.375 -0.304 0.085 0.208 
Industry 0.355 0.097 -0.034 0.028 -0.078 0.041 

(i+ii+iii) Explained 1.475 -0.585 -0.211 1.991 1.013 -0.121 0.446 -0.568 
(iv) Unexplained -0.271 -0.012 1.754 -0.180 -0.011 -1.042 1.889 0.891 

Notes: The sample consists of non-school, non-institutionalized men aged 16-64 in the labor force. See text 
for a complete description of each component of the decomposition. 

to the widening unemployment gap. The 
effect of migration, however, was dwarfed 
by the effect of a regional demand shift that 
was highly favorable to blacks (estimate of 
-1.089 for [iii]). This effect is even stron- 
ger in the results using blacks as the base 
race (estimate of -2.727 in Table 3). The 
regional demand shift is readily explained 
by the fact that the South recovered more 
rapidly from the Depression than did other 
regions, and thus between 1910 and 1940 
unemployment rose by much less in the 
South, where most blacks were still concen- 
trated (see Wallis 1989). 

The movement of blacks across indus- 
tries, especially out of agriculture, also con- 
tributed to the emergence of the gap. The 
adverse impact of this shift was lessened 
somewhat because these jobs had a lower 
unemployment rate gap. Finally, the esti- 
mate of (iii) for industry in Table 2 (0.355) 
suggests that there was a shift in demand 
away from the industries in which blacks 

were employed during this period, although 
this result is not observed when the base 
race is changed. 

The effects of migration, changes in in- 
dustry, and demand shifts nearly cancel 
each other out during this period; conse- 
quently, factors that we have not identified 
account for the net increase in the gap. 
However, this does not imply that the ef- 
fects described above are not important for 
understanding the change that occurred in 
the racial gap during this critical period in 
U.S. history. For example, if the regional 
demand shift that was favorable for blacks 
had not occurred (all else equal), there 
would have been an increase in the racial 
unemployment rate gap of more than 2.5 
percentage points instead of the actual in- 
crease of slightly more than 1.5 percentage 
points. 

1940-60. These decades witnessed a dra- 
matic widening of the racial unemployment 
gap. For whites, the unemployment rate 
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Table 3. Unemployment Rate Decompositions: Black Base Race. 

1880- 1900- 1910- 1940- 1950- 1960- 1970- 1980- 
Component 1900 1910 1940 1950 1960 1970 1980 1990 

Black-White Gap (Initial Year) -0.691 0.512 -0.354 1.189 3.000 4.002 2.839 5.173 
Total Change in Gap 1.204 -0.597 1.543 1.811 1.002 -1.163 2.334 0.322 

Decomposition Estimates 
(i) Characteristics Effect 

Controls 0.007 -0.172 0.029 0.058 0.076 0.069 0.058 0.450 
Literacy/Education 0.086 -0.035 0.147 0.051 -0.022 -0,132 -0.173 
Region -0.059 0.162 0.242 0.855 0.261 0.305 0.035 -0.345 
Industry 0.227 0,205 0.089 0.063 -0.141 -0.219 

(ii) Characteristics-Race Interaction 
Controls 0.009 -0.015 -0.009 0.071 -0.034 -0.014 0.350 -0.114 
Literacy/Education 0.050 -0.004 0.037 -0.077 0.039 -0.208 -0.076 
Region 0.031 -0.174 0.072 0.001 0.073 -0.028 -0.025 -0.159 
Industry -0.092 0.163 -0.032 -0.037 -0.021 -0.068 

(iii) Coefficients-Race Interaction 
Controls 0.045 0.052 0.044 0.120 0.174 0.148 0.026 -0.016 
Literacy/Education 0.248 -0.004 0.061 -0.042 -0.013 0.430 0.139 
Region 0.234 -0.916 -2.727 0.863 0.613 -0.177 -0.171 0.286 
Industry -0.223 0.146 -0.064 0.081 -0.150 -0.079 

(i+ii+iii) Explained 0.614 -1.217 -2.438 2.729 1.086 0.486 0.052 -0.374 
(iv) Unexplained 0.589 0.620 3.981 -0.917 -0.085 -1.649 2.282 0.696 

Notes: See notes to Table 2. 

decreased substantially between 1940 and 
1950 and increased moderately between 
1950 and 1960. Blacks, on the other hand, 
experienced a smaller decrease in unem- 
ployment between 1940 and 1950 and a 
substantial increase between 1950 and 1960. 
The net result was an increase in the racial 
gap of nearly 3 percentage points. 

Migration and adverse regional demand 
shifts explain the bulk of the increase in the 
racial gap during this period. As a result of 
the postwar Great Migration, the propor- 
tion of the black work force residing in the 
South decreased by 17.2 percentage points 
between 1940 and 1960, compared to a 
slight increase of 1.2 percentage points for 
whites. The characteristics effects (i) of the 
decomposition show that blacks were mov- 
ing into relatively high-unemployment re- 
gions (values of 0.356 and 0.097 for 1940- 
50 and 1950-60, respectively). The charac- 
teristics-race interaction (ii) for region is 
even stronger, indicating that the receiving 

regions of the Great Migration were re- 
gions with larger racial unemployment rate 
gaps. Finally, regional demand shifts ex- 
plain another percentage point of the in- 
crease.23 

Taken together, migration and regional 
demand shifts account for more than two- 
thirds of the widening of the gap between 
1940 and 1960. The net effects of educa- 
tion and industry, on the other hand, were 
modest. Our results lend some support to 

23These results are largely robust when we change 
the base race, although a comparison of Tables 2 and 
3 indicates that when blacks are used as the base race, 
the characteristics effect (i) of region tends to be 
strengthened, while the characteristics-race interac- 
tion (ii) is weakened. Thus the results using blacks as 
the base race suggest that the principal impact of 
migration was that blacks moved into regions of high 
unemployment, rather than regions with a larger 
racial gap. 
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the Vedder and Gallaway (1992) account, 
which attributed much of the widening gap 
to the shift of black workers into high- 
unemployment regions and occupations. 
We find, however, that the primary effect of 
migration was that black workers moved 
into large-gap regions rather than merely 
high-unemployment regions. In addition, 
we provide evidence that regional demand 
shifts adversely affected blacks across both 
decades. That is, unemployment was in- 
creasing in the regions in which blacks 
happened to be concentrated. We view this 
finding as consistent with Cogan's (1982) 
account. While Cogan focused on the ad- 
verse effects of demand shifts on young 
blacks, we find that the effect appears to 
have been large enough for the other age 
groups to have significantly widened the 
racial gap generally. 

1960-90. The racial gap narrowed dur- 
ing the tight market conditions of 1970 and 
then widened, ending up roughly 1.5 per- 
centage points greater in 1990 than in 1960. 
The decompositions presented in Table 2 
identify some of the factors that influenced 
these trends. Convergence in the educa- 
tional attainment of blacks and whites 
tended to reduce the racial unemployment 
rate gap in each of these decades, just as it 
contributed toward wage convergence. Not 
only was the unemployment rate lower for 
more-educated workers, but the negative 
estimates of the characteristics-race inter- 
action in the 1970s and 1980s indicate that 
the relative educational gains made by 
blacks placed them in the types ofjobs that 
had lower racial unemployment rate gaps. 
Blacks with higher education levels may 
have benefited more than less-educated 
blacks from the anti-discrimination and 
affirmative action policies instituted in the 
mid-1960s. The total effect of educational 
convergence, however, was not large. Hold- 
ing all else equal from 1960 to 1990, the 
relative changes in education would have 
decreased the racial unemployment rate 
gap by only 0.53 percentage points. 

The decomposition estimates also pro- 
vide evidence that black/white differences 
in regional and industrial distributions less- 
ened the racial gap in recent decades. In 

particular, the net movement of blacks to 
the South in the 1980s and the growing 
similarity of white and black industrial dis- 
tributions in the 1970s and 1980s helped to 
reduce the gap. Again, the sum of these 
effects was small. 

Finally, our decomposition estimates 
partially confirm recent findings that "the 
demand for labor has clearly shifted away 
from the industries, geographic areas, and 
skill levels in which blacks have tradition- 
ally been concentrated" (Holzer 1994:706). 
In particular, the impact on the gap of 
rising unemployment among the less-edu- 
cated shows up in the positive estimates of 
the coefficients-race interaction for educa- 
tion during the 1970s and 1980s. The 
effects of demand shifts by region were 
smaller, and were essentially nonexistent 
by industry. Overall, changes in the de- 
mand for labor resulted in less than a one 
percentage point increase in the racial un- 
employment rate gap during these two de- 
cades.24 

On balance, rather little of the net in- 
crease in the racial unemployment gap af- 
ter 1960 can be explained by the decompo- 
sitions; the unexplained component (iv) is 
large, and works in the direction of widen- 
ing the gap substantially after 1970. Still, 
the increase in the gap would have been 
even larger in the absence of the relative 
educational improvements and regional 
changes made by blacks, and it would have 
been smaller without the adverse demand 
shifts that occurred during the past two 
decades. 

Discussion 

Our analysis of over 100 years of census 
data suggests three generalizations about 
trends in the racial unemployment rate 
gap. First, relative black gains in literacy 
and education have tended to narrow the 
gap over the course of the century: unem- 
ployment rates have been systematically 

2'bAll of the results discussed for this period are 
similar when blacks are the base race (Table 3). 
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higher for the less-educated. At the turn of 
the century, the effect of educational con- 
vergence was offset by the fact that the 
racial gap was larger among the more edu- 
cated (literate); this pattern has been re- 
versed in recent decades. Overall educa- 
tional convergence worked toward narrow- 
ing the gap after 1970; however, these ef- 
fects were swamped by the negative effects 
of demand shifts away from less-educated 
workers during this period. 

Second, the substantial widening of the 
racial unemployment gap during the post- 
war period was strongly associated with the 
Great Migration of blacks out of the rural 
South. Our analysis suggests that the re- 
gional move had a greater effect than did 
an industrial shift out of agriculture. In 
part, unemployment rates were systemati- 
cally higher for both races in the North. 
But more important quantitatively was the 
larger racial gap in the North. The reasons 
for this larger gap remain obscure (see 
Sundstrom 1997). One possibility is that 
black workers' wages in northern cities ad- 
justed with a lag to the increase in labor 
supply, resulting in disequilibrium unem- 
ployment, as in the Todaro model of labor 
markets in less-developed countries (see 
Todaro 1969; Hatton and Williamson 1992). 
In spite of the greater unemployment risk, 
black workers continued migrating because 
of the large regional wage differential- 
not only were wages higher in the North for 
both races, but the racial gap in wages was 
substantially smaller in the North as well.25 
A contributing factor may have been that 
pressures for "equal pay" between the races 
in the North shifted the locus of discrimi- 
nation there from wages to employment 
decisions (Gilman 1965). 

Finally, adverse shifts in the demand for 
less-skilled labor contributed to the racial 

25 Donohue and Heckman (1991) estimated that, 
controlling for education and experience, the earn- 
ings deficit of black men residing in the South in 1963 
was approximately 33%, compared with around 17% 
outsi(Ie the South. 

gap in the years 1970-90, although they fail 
to fully explain the persistence and widen- 
ing of the gap. Over time, one would 
expect labor markets to adjust to such 
changes in demand through wage adjust- 
ments or changes in supply (for example, 
new entrants acquiring more education), 
but such adjustments may occur with a 
considerable lag. Blanchard and Katz 
(1992), for example, showed that unem- 
ployment rates adjust with a long lag to 
regional shifts in labor demand. 

Additional Estimates: Adjusting 
for the Level of Unemployment 

An important difficulty arises in our ap- 
plication of the decomposition methodol- 
ogy to unemployment rates that is much 
less relevant for studies of earnings differ- 
ences: namely, unemployment is subject to 
significant fluctuation through time. The 
estimates of black and white unemploy- 
ment rates reported in Table 1 provide 
evidence of how the size of the black/white 
gap may depend on this fluctuation. Our 
goal is to understand changes over time in 
the underlying racial unemployment gap, 
given similar national labor-market condi- 
tions. Therefore, we perform a simple cor- 
rection for the business cycle in our decom- 
positions as a sensitivity check. 

If the national business cycle affects the 
probability of unemployment for all labor 
force participants by an equal amount (in- 
dependent of their characteristics), then 
the effects of the cycle will show up only in 
our estimate of the intercept, and thus 
contribution (iv), the unexplained portion. 
If the business cycle, instead, has an effect 
on the probability of unemployment that is 
proportional to the level of unemployment 
for that subgroup of the labor force, then 
all of the components of the decomposi- 
tion may be affected. This "proportional 
effects" model can be represented by 

(4) Y.,= X,13; +I 

where X, is a business-cycle scalar and fV are 
the "true" parameters. The decomposition 
terms in (5.3) should be based on estimates 
of f3 and not the coefficient estimates from 
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Table 4. Unemployment Rate Decompositions Adjusted for Unemployment Levels. 

1880- 1900- 1910- 1940- 1950- 1960- 1970- 19X, - 
Component 1900 1910 1940 1950 1960 1970 1980 1990 

Adjustment Factor (Initial Year) 1.245 0.764 1.519 0.596 1.271 1.114 1.438 0.894 
Black-White Gap (Initial Year) -0.861 0.391 -0.538 0.709 3.813 4.458 4.083 4.625 
Total Change in Gap 1.252 -0.514 1.248 3.105 0.645 -0.375 0.542 0.590 

Decomposition Estimates 
(i) Characteristics Effect 

Controls 0.032 -0.115 0.053 0.031 0.125 0.093 0.086 0.244 
Literacy/Education -0.605 -0.395 0.085 0.041 -0.055 -0.183 -0.170 
Region -0.006 -0.010 0.059 0.212 0.123 0.054 0.026 -0.114 
Industry 0.460 -0.002 0.080 0.045 -0.153 -0.147 

(ii) Characteristics-Race Interaction 
Controls -0.013 -0.028 -0.022 0.046 -0.072 -0.001 0.501 0.056 
Literacy/Education 0.775 0.365 0.024 -0.074 0.123 -0.306 -0.053 
Region -0.030 0.001 0.418 0.298 0.301 0.255 -0.011 -0.337 
Industry -0.255 0.222 -0.008 -0.016 -0.080 -0.110 

(iii) Coefficients-Race Interaction 
Controls 0.034 -0.085 0.118 0.201 -0.004 0.133 -0.258 -0.199 
Literacy/Education 0.223 -0.416 0.328 0.144 -0.131 0.214 0.176 
Region 0.415 -0.730 -0.285 -0.218 0.516 -0.502 0.341 0.168 
Industry 0.541 0.008 -0.037 0.039 -0.025 0.021 

(i+ii+iii) Explained 0.826 -1.412 1.086 1.236 1.135 0.036 0.152 -0.463 
(iv) Unexplained 0.426 0.898 0.162 1.869 -0.490 -0.411 0.390 1.053 

Notes: See notes to Table 2. The coefficients used in these decompositions are equal to the original 
coefficients multiplied by the reported adjustment factor (see text for more details). 

the original linear probability model, it. 
To estimate P* for each census year, we 

need estimates of Xt. We first assume that 
there exists an aggregate baseline unem- 
ployment rate, Y, that does not have a 
cyclical component, and thus does not 
change over time (thatis, XjP= Y for all t). 
Then, we can estimate Xt from 

(5) Xt= ytly. 

where Yt is the aggregate unemployment 
rate in time t. We next use t/t to estimate 

t In practice, we use the mean white 
unemployment rate over the entire set of 
census years in our sample as the baseline 
unemployment rate, Y. This adjustment 
has the effect of holding the white unem- 
ployment rate at its mean level over time 
while varying the black unemployment rate 
to maintain the observed ratio of black to 
white unemployment rates in each year. 

In Table 4, we report estimates of (3) 
that adjust for the level of unemployment. 
The initial year adjustment factor is re- 
ported in the first row of the table. Our 
adjustment has a large effect on the re- 
ported changes in the gap for some of the 
periods. For example, the increase in the 
gap from 1940 to 1950 is 1.294 percentage 
points larger after the adjustment. This 
estimate of the change in the gap essen- 
tially captures the increase in the black/ 
white ratio, which was larger than the in- 
crease in the black/white difference for 
this period. 

Our estimates of (i) and (ii) in (3) are 
equal to the original estimates multiplied 
by the adjustment factor I/Xs, where Xs is 
the adjustment factor for the initial census 
year in the decomposition. In most years, 
these adjustment factors are not extremely 
large, and thus our estimates of (i) and (ii) 
remain qualitatively similar to the unad- 
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justed estimates in Table 2. There are, 
however, some important changes in our 
estimates of (iii) and (iv). 

For the period from 1880 to 1910, the 
estimates of (iii) for literacy and region 
shift around, but the net effects of demand 
shifts for these variables over the entire 
period were fairly similar to the original 
estimates. The adjusted estimates provide 
slightly different findings for the impact of 
regional and industrial demand shifts from 
1910 to 1940. Once we scale the white 
unemployment level down, the dramatic 
Depression unemployment levels in the 
North no longer play such a large role. 
Instead, the adjusted estimates suggest a 
larger role for the demand shift away from 
"black" industries, which was largely due to 
increased unemployment in agriculture 
during this period. Using the adjusted 
estimates, most of the increase in the racial 
gap between 1910 and 1940 is explained by 
changing worker characteristics and de- 
mand shifts. 

For the period from 1940 to 1960, the 
main changes in our estimates are an in- 
creased share of the change in the gap 
explained by the demand shift away from 
less educated workers and a smaller part 
explained by the demand shift away from 
the South.26 Overall, the decompositions 
continue to explain most of the widening 
of the gap during these two decades. 
Finally, our findings for 1960 to 1990 are 
not substantively different for the effects 
of demand shifts when we adjust for the 
unemployment level. Therefore, our re- 
sults for the 1970s and 1980s do not ap- 
pear to be overly sensitive to controlling 
for the high level of total unemployment 
in 1980. 

26The demand shift against the less educated in 
1940-50 found here, along with the large positive 
unexplained component (iv), are somewhat at odds 
with recent research on wages, which suggests that 
the less skilled benefited from wage compression 
both within and between groups during the 1940s 
(see Goldin and Margo 1992; Margo 1995). 

Additional Estimates: 
Joblessness Decompositions 

A comparison of Figures 1 and 2 shows 
that the racial gap in joblessness followed 
the same long-run trend as the unemploy- 
ment rate gap. There is the possibility, 
however, that the factors explaining the 
long-run trends in these two measures dif- 
fer in important ways. 

In Table 5, we report the decomposition 
of changes in the racial gap in the jobless- 
ness rate, using whites as the base race. The 
estimates do not control for industry be- 
cause we now include individuals who are 
not in the labor force (NILF) and thus did 
not report an industry. Although the per- 
centage-point changes in the gap and con- 
tributions tend to be larger than those for 
unemployment, the signs and relative mag- 
nitudes of the contributions are generally 
similar to those we find for unemployment. 
Improvements in black literacy at the turn 
of the century, for instance, have the same 
offsetting effects on joblessness that they 
were found to have on unemployment: lit- 
erate individuals were more likely to be 
working, but the racial gap was also larger 
for the literate. The joblessness gap in- 
creased by about 7 percentage points be- 
tween 1940 and 1960, and about half of this 
change is explained by the combined ef- 
fects of migration (effects i and ii for re- 
gion) and regional demand shifts. The 
importance of regional effects in the in- 
crease of the racial gap thus holds for job- 
lessness as well as unemployment. Finally, 
while relative black educational gains 
helped narrow the gap after 1970. these 
gains were largely offset by an adverse shift 
in demand (rising unemployment) among 
the less-educated. As we find for unem- 
ployment, the net increase injoblessness in 
recent decades was caused by factors we 
have not accounted for here. 

Conclusions 

Compared with changes in black-white 
earnings differences, the evolution of the 
racial unemployment gap has received rela- 
tively little attention from economists, al- 
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Table 5. Joblessness Rate Decompositions. 

1880- 1900- 1910- 1940- 1950- 1960- 1970- 11180- 
Component 1900 1910 1940 1950 1960 1970 1980 1990 

Black-White Gap (Initial Year) -1.869 0.521 -1.932 1.538 5.424 8.693 8.995 13.025 
Total Change in Gap 2.390 -2.476 3.470 3.886 3.270 0.302 4.029 0.316 

Decomposition Estimates 
(i) Characteristics Effect 

Controls 0.324 -0.452 0.052 0.072 0.574 0.343 0.392 0.413 
Literacy/Education -0.768 -0.687 0.257 0.037 -0.022 -0.578 -0.289 
Region 0.029 0.019 0.150 0.334 -0.024 -0.151 -0.036 -0.025 

(ii) Characteristics-Race Interaction 
Controls -0.099 -0.024 -0.145 0.142 -0.043 0.169 0.633 0.046 
Literacy/Education 1.045 0.654 0.110 0.126 0.049 -0.578 -0.364 
Region -0.018 -0.030 0.263 1.039 0.436 0.243 -0.036 -0.496 

(iii) Coefficients-Race Interaction 
Controls -0.153 -0.095 -0.132 0.289 -0.047 -0.008 -0.546 -0.590 
Literacy/Education 0.855 -0.845 -0.417 0.770 0.122 1.306 0.465 
Region 0.020 -0.110 -0.502 0.934 0.596 -0.438 0.075 0.125 

(i+ii+iii) Explained 1.235 -1.569 -0.314 2.761 2.425 0.308 0.632 -0.715 
(iv) Unexplained 1.155 -0.907 3.784 1.125 0.845 -0.006 3.127 1.058 

Notes: See notes to Table 2. 

though black unemployment is of potent 
concern to social scientists and policy ana- 
lysts. Recent attempts to explain racial 
unemployment differences using cross-sec- 
tional data have met with limited success. 
In this paper, we have placed the racial 
unemployment gap in long-run perspec- 
tive, documenting its emergence and ex- 
ploring some of its historical causes. 

We demonstrate that a dynamic approach 
can contribute to our understanding of the 
major changes in the racial unemployment 
gap over the 1880-1990 period. Our find- 
ings suggest that the roots of the current 
unemployment gap are largely to be found 
in the 1940s and 1950s, when regional shifts 
in the economy reduced the demand for 
labor in the South relative to other areas 
and led black workers to move to the urban- 
ized North, where unemployment tended 
to be higher. The racial unemployment 
gap created by these changes has proven to 
be a persistent feature of U.S. labor mar- 
kets. Our analysis shows that improvements 
in the education of recent (post-1970) co- 
horts of black workers relative to whites 
would have had the anticipated effect of 
narrowing the gap, but these gains were 

modest in size and were more than offset by 
demand shifts adverse to black workers. 
Furthermore, substantial unexplained 
changes in the probability of being unem- 
ployed by race worked in the direction of 
exacerbating the unemployment gap, rather 
than narrowing it, after 1970. 

Using census microdata from 1880 to 
1990, we have been able to identify the 
causes of the emergence of the racial un- 
employment gap and explore the effects of 
demographic changes and demand shifts 
during recent decades. Our analysis of 
these data, however, does not provide a 
complete explanation for the persistence 
and recent widening of the black/white 
unemployment rate gap. Some important 
potential culprits that are not easily ac- 
counted for using the census data are gov- 
ernment interventions in the labor market 
(such as the minimum wage and unemploy- 
ment insurance), changes in the locus of 
discrimination away from explicit wage dif- 
ferentials to biased hiring and layoff deci- 
sions, weakened enforcement of antidis- 
crimination laws, and the effects of crime 
and family structure on black men residing 
in impoverished urban areas. 
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APPENDIX 

STATIC UNEMPLOYMENT RATE DECOMPOSITIONS 

Component 1880 1900 1910 1940 1950 1960 1970 1980 1990 

Black Unemployment Rate 3.075 6.648 2.771 9.051 6.689 8.210 6.100 10.418 10.436 
White Unemployment Rate 3.766 6.136 3.077 7.862 3.689 4.208 3.261 5.245 4.940 

Black-White Gap -0.692 0.512 -0.305 1.189 3.000 4.002 2.839 5.174 5.496 

Method 1: Decompositions Using White Coefficients 
(i) Contribution from Racial Differences in Characteristics: (Xli X'&)'& 

Controls -0.014 0.057 -0.130 0.054 0.208 0.346 0.425 0.490 0.509 
Literacy/Education 1.274 1.575 0.082 0.714 0.660 0.919 0.582 0.972 0.922 
Region -0.834 -0.829 -0.411 -1.530 -0.722 -0.250 -0.506 -0.403 -0.322 
Industry -0.671 -0.165 -0.073 -0.044 0.024 -0.160 -0.284 

Total 0.426 0.803 -1.131 -0.927 0.073 0.970 0.525 0.899 0.825 
(ii) Unexplained (I'dA))X 

Total -1.118 -0.291 0.825 2.116 2.928 3.032 2.314 4.275 4.671 
Method 2: Decompositions Using Black Coefficients 
(i) Contribution from Racial Differences in Characteristics: (XB XV) B 

Controls -0.007 0.095 -0.069 0.076 0.254 0.504 0.721 0.805 1.238 
Literacy/Education -0.222 0.105 0.145 0.635 0.843 0.852 0.861 1.159 1.125 
Region -1.018 -0.698 -1.193 -3.697 -1.978 -1.105 -0.976 -1.112 -1.171 
Industry -0.454 -0.470 -0.119 -0.095 0.049 -0.241 -0.538 

Total -1.248 -0.498 -1.570 -3.457 -1.000 0.157 0.655 0.610 0.653 
(ii) Unexplained: (AB _ 11) X W 

Total 0.556 1.010 1.264 4.646 4.001 3.845 2.185 4.563 4.843 

Note: The sample consists of non-school, non-institutionalized men aged 16-64 in the labor force. 
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