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Robust Unemployment Insurance, Other Relief
Needed to Mitigate Racial and Ethnic Unemployment
Disparities
By Chad Stone

Black and Hispanic or Latino' unemployment rates ate consistently higher than white rates, gaps
that widen quickly in recessions and narrow much more slowly after an economic recovery begins.
These patterns highlight the importance of policymakers maintaining robust, expanded
unemployment insurance assistance until the economy has recovered substantially from the current
recession. Doing so would relieve hardship that falls disproportionately on workers of color, reduce
racial and ethnic disparities in unemployment and other labor market outcomes, and speed the
economic recovery.

Even as Black and Hispanic unemployment rates reached historic lows in the 2009-2020
expansion, they remained higher than the white rate. In the current economic crisis, white
unemployment has risen to very high levels, but Black and Hispanic unemployment has shot up
even higher. (See Figure 1.%) If the recovery from this recession follows the historical pattern, Black
unemployment in particular will remain staggeringly high longer and come down more slowly than
white unemployment.

Differences in the age structure or other observable characteristics of these populations explain
little of these historical patterns, researchers find.” For Black workers, disparities in employment

1In the rest of this analysis “Hispanic” refers to people identifying as Hispanic or Latino, whose race can be Black or
white.

2 For smoothing putrposes, the chart highlights unemployment rates averaged over the 12 months ending with the
current month. Peaks and troughs in these series occur a little later than peaks and troughs in the monthly data. Also,
since the monthly data are not seasonally adjusted, they show more volatility than seasonally adjusted data would.

3 This analysis covers analytical ground inspired by Tomaz Cajner ¢/ al., “Racial Gaps in Labor Market Outcomes in the
Last Four Decades and over the Business Cycle,” Federal Reserve Board June 12, 2017.
https://www.federalreserve.gov/econres/feds/racial-gaps-in-labor-market-outcomes-in-the-last-four-decades-and-over-

the-business-cycle.htm. Policy-oriented analyses in the same vein include Jared Bernstein and Janelle Jones, “The Impact
of the COVID19 Recession on the Jobs and Incomes of Persons of Color,” Center on Budget and Policy Priorities and


https://www.federalreserve.gov/econres/feds/racial-gaps-in-labor-market-outcomes-in-the-last-four-decades-and-over-the-business-cycle.htm
https://www.federalreserve.gov/econres/feds/racial-gaps-in-labor-market-outcomes-in-the-last-four-decades-and-over-the-business-cycle.htm

outcomes are rooted in the United States’ history of structural racism, which curtails employment
opportunities through many policies and practices such as unequal school funding, mass
incarceration, and hiring discrimination. Black workers also tend to be “the last hired and first
fired.”* Higher Latino unemployment rates reflect many of the same bartiers to opportunity.

Policymakers must ensure that the recovery from the COVID-19 recession is robust and broad
based to prevent a devastating setback to the employment gains Black and Hispanic workers made
in the low-unemployment years of the 2009-20 expansion. In particular, policymakers must not turn
off measures enacted to combat hardship and support spending in the economy while workers of
color and their families face high unemployment and difficulties meeting basic needs like affording
food and paying rent,’ even if overall unemployment starts to return to more normal levels.

Black and Hispanic Unemployment Rates
Consistently Higher Than White Rate
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Groundwork Collaborative, June 2, 2020, https://www.cbpp.org/research/full-employment/the-impact-of-the-covid19-
recession-on-the-jobs-and-incomes-of-persons-of; and Olugbenga Ajilore, “On the Persistence of the Black-White
Unemployment Gap,” Center for American Progress, February 24, 2020,
https://cdn.americanprogress.org/content/uploads/2020/02/20113909/Unemployment-Gap-1.pdf.

* See Ajilore, gp. cit., and Kenneth A. Couch and Robert Fairlie, “Last Hired, First Fired? Black-White Unemployment
and the Business Cycle,” Demography 47 (2010), https://www.ncbi.nlm.nih.gov/pmc/articles/PMC3000014/.

5 Sharon Parrott e al., “More Relief Needed to Alleviate Hardship,” Center on Budget and Policy Priorities, July 21,
2020, https:/ /www.cbpp.ore/research/poverty-and-inequality/more-relief-needed-to-alleviate-hardship.
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Employment Losses in the COVID-19 Recession

An economic free-fall from February to April 2020 resulted from the COVID-19 outbreak and
households’ and governments’ response to its serious health risks, including curtailing normal
economic activity requiring face-to-face interaction with fellow workers or consumers. Economic
activity contracted sharply and unemployment surged from 3.5 percent in February to 14.7 percent
in April — a level not seen since the 1930s. While some jobs returned in May and June as the
economy began to reopen, the unemployment rate still stood at 11.1 percent in June, higher than at
any point in the Great Recession. Further, the resurgence of the virus in many states that reopened,
and the resulting slowdown of reopening plans, is a sign that a full recovery cannot occur until the
virus is under control and people feel safe resuming less restricted economic activity.®

Job losses have been concentrated among people who already faced barriers to economic
opportunity working in industries that pay low wages.” Even with gains in May and June,
employment losses since February remain substantial. Black, Hispanic, and Asian workers have
experienced sharper employment declines than white workers, with losses greater for women in all
groups; workers with less than a bachelor’s degree have experienced sharper declines than those
with a bachelor’s degree or higher; and foreign-born workers have experienced sharper declines than
native-born workers.” (See figures 2-4.)

¢ Chye-Ching Huang and Chuck Marr, “Failed Reopenings Highlight Urgent Need to Build on Federal Fiscal Support
for Households and States,” Center on Budget and Pohcy Prlormes “ ]uly 9, 2020,

7 Chad Stone, “People Already Facing Opportunity Barriers Hit Hardest by Massive April Job Losses,” Center on
Budget and Policy Priorities, May 12, 2020, https: . %

hardest-by-massive-april-job-losses.

8 The focus of this paper is on actual numbers of people affected, and therefore, unless otherwise noted, the data are not
adjusted for normal seasonal variation (which would not change the overall picture substantially).
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FIGURE 2

Workers of Color, Especially Women, Likelier to
Lose Jobs in Current Recession
Employment losses by race/ethnicity and sex, February to June, 2020
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FIGURE 3

Workers Without Bachelor’s Degree Likelier to
Lose Jobs in Current Recession
Employment losses by educational attainment, February to June, 2020
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FIGURE 4

Foreign-Born Workers Likelier to Lose Jobs in
Current Recession
Employment losses by place of birth, February to June, 2020
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Effective Health, Economic Policies Needed to Combat Widening Racial Labor
Market Disparities

The CARES Act enhanced unemployment insurance in various ways, providing crucial support
for unemployed workers and the economy. None of these enhancements is scheduled to last beyond
year’s end, however; the weekly $600 UI benefits boost expired July 31, and Republican
policymakers have proposed far less than that in their initial offer for the next relief package.’ The
Congressional Budget Office estimates that without further relief or stimulus legislation,
unemployment in the first quarter of 2021 will exceed 9 percent and will not fall below 6 percent
until the second half of 2024."

Experience from past recessions strongly suggests that even if the economy is formally out of the
recession and economic activity is expanding, unemployment will still be high and racial
employment disparities still widening, as discussed further below. This is what happened in the
Great Recession. Congtress and Presidents Bush and Obama enacted substantial stimulus measures
starting in 2008, most notably the American Recovery and Reinvestment Act (ARRA) in February

° Chad Stone, “CARES Act Measures Strengthening Unemployment Insurance Should Continue While Need Remains,”
Center on Budget and Policy Priorities, June 9, 2020, https://www.cbpp.org/research/federal-budget/cares-act-
measures-strengthening-unemployment-insurance-should-continue; Robert Greenstein, “Greenstein: Senate Republican
COVID Relief Proposal Fails to Meet Needs of Struggling Families, Economy,” Center on Budget and Policy Priorities,
July 27, 2020, https://www.cbpp.org/press/statements/greenstein-senate-republican-covid-relief-proposal-fails-to-
meet-needs-of.

10 CBPP calculation from “10-Year Economic Projections,” https://www.cbo.gov/system/files/2020-07/51135-2020-
07-economicprojections.xlsx, accompanying Congressional Budget Office, “An Update to the Economic Outlook: 2020
to 2030,” July 2020, https://www.cbo.gov/publication/56442.
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2009, which had its peak impact on the economy in 2010."" As shown in Figure 1, unemployment
continued to rise after the recession formally ended in June 2009. The gap between the Black and
white unemployment rates continued to widen through 2011 and didn’t fall below its pre-recession
level until much later in the long 2009-2020 expansion.'*

It is now clear that as substantial as ARRA was, it was not large enough to quickly close the huge
racial and ethnic employment gaps that opened in the Great Recession, and it ended prematurely,
exerting a drag on the recovery.”” When the last of ARRA’s emergency unemployment insurance
measures expired in December 2013 — four and a half years after the recession’s formal end — the
overall seasonally adjusted unemployment rate (not shown in Figure 1) was still an elevated 6.7
percent (compared with 5.0 percent at the start of the recession in December 2007). The white rate
was 5.9 percent (compared with 4.4 percent at the start of the recession). The Black rate, in contrast,
was still 11.9 percent (compared with 9.0 percent at the start of the recession)."

Policymakers should not make the same mistake again in the current recession, with its even larger
output and employment gaps. Congress and the President got off to a good start, with substantial
relief measures, but they will be dropping the ball if they do not maintain substantial assistance to
unemployed workers and others who, without such measures, will have too little income to prevent
hardship and thus may reduce spending, slowing the recovery. Similarly, without further federal
assistance, state governments will have to find ways to reduce spending and/or increase revenues to
satisfy their balanced budget requirements, which likely would increase hardship and slow the
recovery."

The COVID-19 recession is unique in important ways, notably the extent to which health
concerns and social distancing measures are affecting the recession’s depth and the likely pace of
recovery. In a report issued July 2, CBO projected that economic activity will pick up strongly in the
second half of this year but will still be well below what is required for full employment for several
years.'” CBO’s projections test on a particular assumption about how social distancing requirements
will evolve and the degree to which the gradual easing of those requirements will allow the
substantial assistance measures enacted so far to partially mitigate the deterioration of economic
conditions and spur the economic recovery. The agency acknowledges, however, that “the severity

and duration of the pandemic are subject to significant uncertainty.”

11 Congtressional Budget Office, “Estimated Impact of the American Recovery and Reinvestment Act on Employment
and Economic Output in 2014, Table 2, February 2015, https://www.cbo.gov/sites/default/files/114th-congress-
2015-2016/reports/49958-ARRA.pdf

>

12 Center on Budget and Policy Priorities, “Chart Book: Tracking the Post-Great Recession Economy.
https://www.cbpp.org/research/economy/chart-book-tracking-the-post-great-recession-economy.

13 Chad Stone, “Fiscal Stimulus Needed to Fight Recessions: Lessons From the Great Recession,” Center on Budget and
Policy Priorities, April 16, 2020, https://www.cbpp.org/research/economy/fiscal-stimulus-needed-to-fight-recessions.

14 Figure 1 uses 12-month-average unemployment rates to highlight trends (dark blue) and monthly unemployment rates
(pale blue) not adjusted for seasonal variation. The unadjusted Black unemployment rate in December 2007 was 8.6
percent.

15> Huang and Mart, gp. cit.
16 Congtessional Budget Office, An Update to the Economic Ontlook: 2020 to 2030, July 2020.
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Achieving a faster and more complete recovery will require robust and well-designed measures to
control the virus and additional financial assistance for people who can’t quickly find employment
and others struggling to meet basic needs — financial assistance that will also stimulate economic
activity and hasten the recovery. If policymakers do not provide that assistance, they will delay a
strong recovery, and the historical pattern of widening racial disparities seen in past recessions and
the early stages of recoveries will inevitably appear again.

Racial Disparities in Labor Market Outcomes Persist Even in Recoveries

The Black-white unemployment rate gap has a distinct cyclical pattern of widening in weak labor
markets and generally narrowing but not being erased when the labor market is strong, as Figure 1
shows. There’s a similar pattern for the Hispanic-white gap, if less pronounced in the 2003 post-
recession episode.

Figure 5 highlights what might be less obvious in Figure 1, which is that the racial/ethnic
unemployment gaps widen in recessions and keep widening as the economy begins to recover. The
Black unemployment rate, in particular, not only rises faster than the white rate in a recession but
also peaks later and comes down more slowly in a recovery. In the Great Recession episode, for
example, the difference between the Black unemployment rate and the white rate was greatest
(about 8 percentage points) neatly two years after the Great Recession ended and did not narrow to
its pre-recession level (about 4 percentage points) until almost a decade later.

Black-White and Hispanic-White Unemployment Rate
Gaps Continue to Widen After a Recovery Begins
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Note: Data are not seasonally adjusted.
Source: Bureau of Labor Statistics and National Bureau of Economic Research

Unemployment rates do not fully reflect the extent of joblessness. Many people who would like a
job have not looked recently enough to be classified as unemployed and are instead classified as not



in the labor force but wanting a job. (See box, “Glossary of Labor Market Status”). In a recession,
the labor force participation rate falls as people stop looking for work, and in a recovery it rises as
better prospects of finding a job draw people back in. Changes in the share of the population with a
job reflect both changes in unemployment and changes in labor force participation. The
employment-to-population ratio (EPop), the share of the population employed, captures the
combined effect. Not surprisingly, there are racial disparities in labor force participation and the
EPop as well as in the unemployment rate, especially the Black-white gap, as reflected in Figure 6.

In the 12 months ending in December 2007, the start of the Great Recession, the gap between the
Black and white EPops averaged 5.2 percentage points. That gap widened over the course of the
recession and beyond, reaching 7.7 percentage points in December 2011. It narrowed thereafter,
falling below 5.2 percentage points in May 2015 and reaching 2.3 percentage points just before the
pandemic. The Hispanic-white EPop gap shows a similar pattern to the Black-white gap over the
business cycle, but the Hispanic Epop tracks the white EPop more closely and, in fact, rose above
the white EPop in the later stages of the 2009-20 expansion before falling faster than the white rate
in the recession and nearly closing that gap by June 2020.

Racial and Ethnic Gaps in Employment-to-
Population Ratio
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Note: The employment-to-population ratio is the share of the civilian population
non-institutional (e.g., not in prison or long-term health care), aged 16 and over, that is
employed.

Source: Bureau of Labor Statistics and National Bureau of Economic Research




Glossary of Labor Market Status Terms

Statistics on people’s labor market outcomes reported in the monthly jobs report from the Bureau
of Labor Statistics are estimated from a survey of households asking a series of questions to
determine who in the household aged 16 and over and not in the military or an institution (such as
prison or long-term health care facility) had a job in the week containing the 12th of the month,
who did not, and why not.

A person aged 16 and over with a job in that week who worked:

e at least 35 hours is employed (full time);

e less than 35 hours but wanted to be working more hours is employed (part time for
economic reasons, or PTER).

A person without a job in that week who:

e wanted one and had looked for one in the most recent four weeks is unemployed;
o did not want a job or hadn't looked in the last four weeks is not in the labor force;

e wanted a job and was available for work, had searched in the past year but not the past four
weeks, is marginally attached to the labor force but not in it.

The labor force is the sum of the employed and the unemployed.
The unemployment rate is the share of the labor force that is unemployed.

The labor force participation rate is the share of the civilian non-institutional population aged 16
and over that is in the labor force, that is, working or actively looking for work.

The employment-to-population ratio is the share of the civilian non-institutional population aged
16 and over that is employed.

U-6 is a broad measure of unemployment and underemployment that includes the unemployed,
the marginally attached, and those working part time for economic reasons and is expressed as a
share of the labor force plus the marginally attached.

Structural Barriers and Racial/Ethnic Disparities in Labor Market Outcomes

A proper examination of different economic outcomes across groups should account for
differences in observable characteristics across those groups: if, for example, younger people have
different levels or trends in average unemployment rates than older people, and one racial or ethnic
group has a higher percentage of younger people than another, some portion of the observed
differences in economic outcomes will be due to the different composition of the two groups rather
than differences in outcomes across the groups for people with similar observable characteristics.

While the above figures illustrate the broad trends in racial/ethnic disparities in labor market
outcomes, the Black-white gaps measure differences in labor market outcomes between two groups
that each contain people of Hispanic or Latino ethnicity. Similarly, there are some white people in
the Hispanic population and some Hispanic people in the white population in the calculation of the
Hispanic-white gap. Thus, a more precise analysis would employ non-overlapping groups and
account for as many distinct observable characteristics as possible to identify the importance of race
or ethnicity.



Federal Reserve researchers have conducted such an analysis."” A brief summary cannot do justice
to the rich detail they explore, but one thing that stands out is that the observable characteristics
they could incorporate in their analysis, such as educational attainment and marital status, generally
explain little of the gaps they analyze. Moreover, they acknowledge the likely possibility that some of
the observable characteristics used in their analysis may themselves be influenced by other
unmeasured factors such as opportunity barriers that stand in the way of a higher level of
educational attainment, which means that educational attainment itself has less explanatory power
than their analysis finds because it reflects those unmeasured barriers.

Economist Olugbenga Ajilore, writing in February 2020 at what turned out to be the tail end of
the 2009-20 expansion, cuts to the chase. He points to America’s history of structural racism to
explain why racial disparities in labor market outcomes persisted even in that very-low-
unemployment labor market:

The fact that the unemployment gap persists speaks to structural barriers in the labor market
that prevent African Americans from gaining employment at a rate similar to whites. Hiring
discrimination is one of the primary structural barriers, as many employers exhibit and act
upon biases against African Americans or other demographic groups. . . . In addition, the
mass incarceration of African Americans offers yet another example of structural barriers in
the labor market."

The Fed’s detailed analysis reinforces what is evident in the raw data: Black and Hispanic
employment outcomes are more sensitive to the business cycle than white rates. Both the risk of
losing a job and the difficulty of finding a job increase across all groups in a recession, but as the Fed
researchers conclude, “Overall, the cyclicality of the racial gaps in the unemployment rate indicates
that . . . [Black and Hispanic people] are affected relatively more than white [people] (on average),
for both men and women.”

The same is true for involuntary part-time employment (PTER), which is included in the broad
“U-6" measure of un- and underemployment. (See box.) PTER is more prevalent among Black and
Hispanic workers than among white workers. While PTER rose substantially in the Great Recession
for all groups it showed distinctly different behavior in the recovery. The Fed researchers found that
the incidence of involuntary part-time work was especially notable for Hispanic workers at the
trough of the Great Recession in mid-2009, while PTER continued to rise for Black workers until
2013, rather than until just after the recession as was the case with white and Hispanic workers.

Economists Jhacova Williams and Valerie Wilson present evidence that in addition to racial
disparities in involuntary part-time employment, Black workers with a college education are less
likely than their white counterparts to be employed in a job that is consistent with their level of

17 Cajnet, ¢t al., op. cit. The researchers look at gaps in labor market outcomes: unemployment rates, labor force
participation rates, employment-to-population ratios, and underemployment (working part time for economic reasons)
for six mutually exclusive racial and ethnic groups (non-Hispanic white men and women, non-Hispanic Black men and
women, and Hispanic men and women). They look at gaps in levels and how those gaps change over the business cycle.
They also decompose the gaps across groups into components that can be attributed to differences in observable
characteristics — age, educational attainment, marital status, and state of residence — and an unexplained residual.

18 Ajilore, gp. cit.
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education.” Occupations that require a college degree or in which a majority of people hold college
degrees are not immune to the effects of a recession. But in general, workers in those occupations
have greater job security and higher earnings, and hence are less likely to become unemployed and
better able to weather a period of unemployment financially if they do become unemployed. The
large racial wealth gap,” however, means that even Black college graduates in jobs consistent with
their education typically would be less able to weather a spell of unemployment than their white
counterparts.

Conclusion

The adverse effects of a recession on Black and Hispanic workers’ labor market outcomes and
overall well-being are larger than those for white workers. Black and Hispanic workers are more
likely to lose their job in a recession and have greater difficulty finding a new job in a recovery. Long
expansions eventually at least reduce disparities, which makes it imperative that policymakers enact
measures that promote a strong recovery from the COVID-19 recession. But it is also imperative
that they pursue policies that remove the barriers to opportunity that allow disparities to persist even
when the labor market is strong.

19 JThacova Williams and Valerie Wilson, “Black Workers Endure Persistent Racial Disparities in Employment
Outcomes,” Economic Policy Institute, August 27, 2019, https://www.epi.org/publication/labor-day-2019-racial-

disparities-in-employment/.

20 Kriston Mclntosh ¢f al., “Examining the Black-white Wealth Gap,” Brookings Institution, February 27, 2020,
https:/ /www.brookings.edu/blog/up-front/2020/02/27/examining-the-black-white-wealth-gap/.
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