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FOREWORD 

This paper reviews 22 years of research on the spatial mismatch of urban residence and 
the location of employment opportunities. Beginning with the paper by Kain in 1968, the 
hypothesis is that blacks, trapped in the central city due to racial discrimination in the housing 
market, do not have access to the jobs being created in the suburbs. Kain found that the 
residential segregation of blacks contributed strongly to their unemployment. Research on this 
very complicated hypothesis is beset by numerous data and conceptual problems. Researchers 
have challenged Kain's findings, citing racial discrimination in hiring and macroeconomic factors 
as far more important than spatial mismatch for limiting the job opportunities of blacks. Others 
find evidence supporting the spatial mismatch hypothesis. In this paper the author also reviews 
the recent evidence that is based on micro-data and on modem econometric techniques. The 
author identifies some gaps in the literature and discusses a more complete research agenda on 
this topic. 

The author, Laura Wheeler, is a research assistant in the Metropolitan Studies Program 
and a Ph.D. candidate in the Department of Economics in The Maxwell School at Syracuse 
University. Her research was supported by the Metropolitan Studies Program and by research 
funding from The Maxwell School 

Michael Wasylenko 
Associate Director 

May 1990 



iv 

Table of Contents 

Page No. 

Introduction 1 

Population, Labor Force, and Income Trends in Metropolitan Areas: 1980 to 1988 4
 
4 

Labor Forcc 
Population 


6 
Income 8 

Spatial Mismatch Hypothesis: First Generation Research 10
 
Suppoernil Evidence 10
 
Revisions and Reformulations 15
 
Conclusions from tlhe Early Literature 21
 

Second Generation Literature 24
 
Earnings 25
 
Employment 36
 
Labor Force Participation 38
 

Summary 41 

References 45 



V 

List of Tables 

Page No. 

I DEMOGRAPHIC COMPOSITION OF RESIDENTS BY REGION, RACE, 
AND FAMILY TYPE: 1980 AND 1988 5 

2 LABOR F)')RCI 
1980 ANDJ 1)88 

STATUS BY RACE, LOCATION, AND FAMILY TYPE: 

7 

3 PERCENT OF FAMILIES WITH INCOME BELOW THE POVERTY 
LEVEL: 1979 AND 1987 9 

4 INITIAL STU1DIES OF THE SPATIAL MISMATCH HYPOTHESIS 15 

5 SUBSEQLIENT STuDIES CONSIDIERING THE EFFECTS ON EARNINGS 26 

6 SUinSEQUENT STUDIES CONSII)ERING THE EFFECTS ON 
EMPLOYMENT 29 

7 SUBSEQUENT STUDIES CONSIDERING THE EFFECTS ON LABOR 
FORCE PARTICI PATION 30 



A REVIEW 3F TIE SPATIAL MISMATCH HYPOTHESIS:
 
ITS IMPACT ON THE CURRENT FLIGHT OF TIlE
 

CENTRAL ciTr IN THE UNITED STATES
 

Laura A. Wheeler
 

Introduction
 

The spatial nismatch hypothesis states that there is a discordant spatial arrangement 

between the location of firms wid ile location of low-skilled workers. It is generally presumed 

that the present spatial arrangemcnt disproportionally affects central city residents i and is, in 

part, responsible for the low rates of employment among lower-income central city residents. 

These residents, typicadly characterized by poor ecducationad attainment and low occupational 

skills, have traditionally .totndemployment in low-skilled manufacturing jobs that prior to World 

War I1were located in the centrdl city.2 

During the past decades, the deterioration of the inner cities has accelerated. There has 

been increasing migration of jobs from the imer city to the suburbs' The white and black 

'This paper uses the terms central city, city center, and inner city iterchangeably. This 
location is defined by the census as the largest incorporated place within an SMSA or urbanized 
area. 

2For example, 35 percent of the blck men in the labor force in 1959 were employed in 
construction, mining, and manufacturiig. Gerald Jaynes and Robin Williams, Jr. (eds.), A 
Commoir Destinv: Blacks and Alnerican Society, National Research Council, Committee on the 
Status of Black Americans (Washington: National Acadeny Press, 1989). 

3There is mitch dehate al;to why and when this out migration of jobs begu to occur. One 
argument proposed by Cramer anid Woodlury was that WWII halted the process of job 
suburbanizatinin which was :lrwady undcrway by restricting new investment in plant and 
equipment. Thu. iciascd pioductiuii during the war had to take place in existing plants which 
tended to be more centrally located. There foie, the migration of jobs to the suburbs occurring 
after WWII wa. only a contiuutioal o!itprior trend. Kain points out though that while private 
investment was constirictcd, puhlic. tivetiient w.'as not and a significant amount of new public 
investment occurred inthe centrfl city during this time indicating that the post war migration was 
a new trend. See John F. Kain. "The Distribution and Movement of Jobs and Industry," in The 
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middle income classes have also Ioved out of the central city leaving behind a segregated and 

impoverished black communhit. There has been over these last twenty years a large increase in 

the number of female-headed households and an increase in the number of children and adults 

living in poverty in our nation's centrd cities. Spatial mismatch, it is alleged, exacerbates the 

poverty resulting fioni these socioeconomic trends. 4 

The mismatch hypouthesis, first introduced in 1968, incorporates several elements of the 

chage which ha,, occurred in the inner city. specifically the movement of jobs and middle 

income whites to ihe sibur,,. Thu spatial mismatch hypothesis states that housing market 

discrimination in the sutirb- rstricts in'er-city residents' access to the suburban labor market 

and hence, in the pre'!;c~ice of job mig:ration to the suburbs contributes to the decline in the 

economic status of iner-city resient,,. The jobs moving to the suburbs were the traditional 

source of elitOy)I1C11t fo ixx -,:!iJled inner-city residents. With this source of employment 

largely absent from thr cor rl citv. inn. -city resident,,; are forced to seek employment outside 

their residential neighboroods. IncuIring higher commuting costs and lower net wages for their 

work effort. In ?ddition, i Is thought that the surplus labor pool existing in the inner city drives 

down the wages of the rcm:iining inner-city jobs. 

The validity of the spatial inisnmitch hypothesis is dependent upon three factors. First, 

low-skilled employment oproytliri-nes have left the central city for the suburbs. Second, housing 

market discrimi~tit'ln cre,,es a[barriet to the suburban housing market for minority individuals. 

Metropo/itan T i":dsEby James Q. Wilson (Cambridge:cihteei. Harvard University Press, 1968), 
pp. 79 114. 

4John D. Kasarda, : %1w. anld Emerging Urban Mismatches," hiUrban Change". ,-gittion, 
a:d Poverty, edited by M. McGthary and L. Lynn (Washington: National Academy Press, 1988),
Pp. , -1 .
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There exists much evidence to support this premise: In addition, there is also a body of 

literature which states that housing market discrimination drives up the price of housing located 

in the inner city.6 Third, individuals residing in the inner city have poor access to the suburban 

Jabor market. Statistics reveal low rates of automobile ownership among inner-city residents. 

In addition. ,Uti,: fransnortation is ofien inadequate for purposes of reverse commuting. 

Moreover, other re;earchers have f:ound that infonnation concerning job opportunities fails to 

travel long distances. Ibis is paiticularly true when the job opportunities are not highly skilled 

anid there exists an adequate and qualift'd labor pool in the suburbs. 

11is paper exmnines the literature and empirical verification of the spatial mismatch 

hypothesis. While much Ihs bec written on this issue, little is known about the consequences 

of housing market discruinnatiov and job decentralization on the economic status of inner-city 

residents. There exists ctonflicrtiii evidence concerning the validity of this hypothesis. In, 

addition, studies empluy U variety of techniques to study this topic, and making direct 

comparisons among the papers , otteii difficult. A brief section first reports some background 

information on poverly in nictropolitan areas. A second section presents the original analysis by 

John Kain. This study had .ever-l pitfalls which caused some researchers to suspect his results. 

This suspicion stimulated an inmnediatc response from several authors, who produced results that 

cast skepticism of the validity of this hypothesis. The results of these studies are reported in the 

third section. Little work was done on this subject again until the 1980s, when the problems of 

5Jotn Yioger, "Measuring .)iscriininatiun with Fair Housing Audits: Caught in the Act," 
Anerican Economic Review 76 (I986.:81-93. 

6Paul CO(urNt and .J01h1 Yiflnr. "On Models of Racial Prejudice and Urban Structure, 
Journal of Urhanl Lconmis , 1977):272-91. 

7Harry lAolzei, "Infomial Job "Searc and Black Youth Unemployment," American Econonic 
Review 77 (19,7):446-52. 
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the inner city reached proportions that researchers and policy analysis ould no longer ignore. 

This more recent work is presented in the fourth section of this paper. The last section provides 

a summunary of the points made in this paper and also a research agenda for future work on this 

subject. 

Population. Labor Force, and Income Trends in
 
Metropolitan Areas: 1980 to 1988
 

Population 

During the past decade, the inner city has continued to decline as a formidable economic 

entity of the metropolitan area. It has becone synonymous with crime, drug abuse, poverty, low 

labor force participation, and high unemployment. These characteristics in turn lead to further 

deterioration of the tuner city as a viable location for economic opportunities for both firms and 

residents. This section highlighis s,11me of the trends occurringin the inner city during the 1980s. 

Table 1 outlines the demographic characteristics in 1980 and 1988 of central cities 

compared to the demographic characteristics of the suburbs in four regions: Northeast, North 

Central, South, and West. For all regions in 1980 and 1988, the percentage of white married 

families living in the suburbs was almost twice as high as the figure in central cities. Over the 

eight year time period, the percent of white married families in the suburbs had grown in all 

regions, although this is not the case in the central city where the share of married families living 

in the central cities declined in evei region except the West. 

There w-as a higher concentration of white female-headed families in the central city 

relative to the suburbs on! for the Northeastern and Southern regions in 1980. But by 1988 the 

percentage of white ticnale-Iheaid. :d families living in the central city d clined in every region 

except the West. 



TABLE I
 

DEMOGR APilC COMPOSITION OF RESIDENTS
 
BY REGION. RACE, AND FAMILY TYPE:
 

1980 AND 1988
 
(percent)
 

Northeast 1 North Central South West 

_ 987V 988 | ..... 1988 988 

Whites 

Mariled Fautlll's 

Central C1,ty 1 21.0 I . 15.1 11 17.7 16.8 16.5 23.6 .... I 	 1 
Suburbq -.4,t,4(.0 4. 35.8 26.3 30.0 24.2 33.7 

Female-headed Fayn]liH., 

Cent[al City 37 8 34.7 17 S.2 23.. 24.7 20.7 22.6 31.2 

Suburb, 297 1.0 12. 33.0 23.6 26.3 27.1 

Blacks 

Ma~irried Families 

Ct.l 7 61.tI 70.2 3S. 3 37.6 2Q.3 40.8 44.7 

Subrs 2 .6 178 87 15.5 J 13.5 25.0 44.7 

Femalk headed Fnrnile... 

Crt al 'ix i .-' T16.4 77.0 84.6 48.2 41.1 55.5 53.4 

Suburb. 15.9 .5 16).2 7.7 10.5 13.3 24.0 41.0 

Note,-	 Pie figures are calculatCd as a prrent of all ohservations in the suhgroup. 
For exawnplv in the Norileast 21 peruent of nll white imuried families lived in the 
ce~rdri i .ii ,I peP,.L' 'iv-:d in the suburb,' in 1980. The remaining 39 percent 
did not live in :i st .tileal meirpolitwim area and/r lived in a rural area. 

SOURCE: Contvled 1y author from the 1980 and 1988 Cunt t Population Survey tapes. 
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Table I shows that black married famnilies were significantly concentrated in the central 

city relative to the suburbs for 1980 and 1988 in all regions except the West where black married 

families were evenly divided between city and suburbs in 1988. Between 1980 and 1988 the 

percent of black maried families in the central city declined for the Northeastern, North Central, 

and Southern reions. But this percentage rose in the West. The percent of married black 

fanilies living in the suburbs increased between 1980 and 1988 in the Northeast and West, but 

declined in both the North Central and South. 

The resideice gap between the central city and the suburbs was greatest in the case of 

black female-headed families, and the gap has not lessened significantly during the 1980 to 1988 

period. Moreover, in the North Central region, black female-headed families became more 

concentrated in the central city between 198) and 1988. 

Labor Force 

According to figures in Table 2, heads of white married families in the central city 

experienced slightly lower rates of employment, higher rates of unemployment, and lower rates 

of labor force participation than their suburban counterparts. Over this time period, employment, 

unemployment, and labor force participation fell for this group regardless of their residential 

location. Spouses for these family heads followed a similar pattern ,cross residential locations 

but their employment mates increased over time. While unemployment fell between 1980 and 

1988 for centnd city and suburban spouses, both employment and labor force participation rose 

in each residential location. Moreover, white female-headed fanilies experienced trends similar 

to those for heads of white married families, though over time labor force participation remained 

fairly constant for both those in the central city and in the suburbs. 

Black funilies followed the siune general trends as white families but theje trends were 

generally less pronounced for each category. For instance, in the case of blacks, unemployment 
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TABLE 2
 

LABOR FORCE STATUS BY RACE, LOCATION,
 
AND FAMILY TYPE: 1980 AND 1988
 

(percent) 

Employed Unemployed Not in 
Labor Force 

t8 	 1990 1980 198 

Whites 

Married Famlv Heads 

Central City 73.7 3.2 2.7 20.3 23.6 

SuburbI , . 1 16.2'7.6 2.8 2.0 	 20.4 

Spouses 

Central City 46.() 54.2 2.7 21 51.4 43.5 

Suburbs 47.. % 2.22.3 1.8 49.1 41.9J 
Female-headed Families 

Cent5 City5-.2 4.2 2.3 44.6 44.5 

Suburbs 22 0A-. .1.2 2.6 33.6 32.1 

Blacks 

Married Family Heads 

Central City (18.9 68.5 4.7 4.7 26.5 26.9 

Suburb 79.0 77.7 4.6 3.6 16.3 18.6 

Spoutis 

Central City J 54.7 62.4 4.8 4.0 40.5 33.4 

Suburbs 0,2.5 ,80 5.0 5.1 32.5 27.0 

Female-head!id Famillie.s 

Central City _.-72 49.2 8.0 7.8 44.8 43,0 

sii.urb 	 S(,.3 1.3 6.0 6.0 37.6 32.76't 


Notes: 	 Ilie figuirc; no: calctlacd as a percent o" all observations in the subgroup. For example. 
7S.9 itervent ol all white niarnied lainily heads living in the central city ind 68.8 percent 
Mfall bll,: nkrwnd fanniily heads living in tlne central city .veneclassified as employed 

SOURCE: "'lnll-optid i ant a n I hie d I 9 Current Popu lation Suivey Tapes. Ihc9I8n 



was higher than for whites across both locations and all faily types. Employment was higher 

for white married and fenimle-hea(kd family heads than for black married and black 

fenale-headed familv heads, although casethe opposite existed in the case of black spouses. 

This may he a result ,f(ie lower eiings obtained by black males which increases the necessity 

of a two eaner ftunily. ,;ih l+olfcC participation was higher anong white family heads relative 

to black family heads, but WiaS IoV\tC aMonllg white Spouses relative to black spouses. Labor force 

participation of white temale-hIeaded lftin ilics was about equal to that of black fenale-headed 

families. 

Heads of blaick naried families living in the central city experienced lower rates of 

employment, slightly hiigher rates of illeilnployineiit. and lower labor force participation than 

heads of black married fanilie.; living in the suburbs. Furthermore, this gap remained fairly 

constant between 1980 and 10,X8. A similar trend held for black spouses and female-headed 

families. 

Income 

Table 3 illustrates an increase in the percentage of families i poverty for white married 

families and white female-headed faimilies in both locations during the 1979 to 1987 period. This 

was also true for black lejmale-headed famil ies both in the suburbs and in the central city, as Vell 

its for black married families illth shurbs. The only group to experience a decline in poverty 

wvas black married families in the centnal city. This may be due to a self selection process such 

that only the mrore financially securC imdividuals entered into marriages. Black female-headed 

fa.milies in the sIlulrhs experitnce-d the largest growth in poverty, indicating either that (luring 

the 1980s black feliale-healed ta n the ortilgie igated to suburbs that poverty encroached 

among black femfle-headed fa nili1.livin.- inl the suburbs. Table 3 also shows that there exists 



TABLE 3 

PERCENT OF FAMILIES WITH INCOME
 
BELOW THE POVERTY LEVEL:
 

1979 AND 1987
 
(percent)
 

.979 1987 

Whiles 

Married Families 

Central ('itv 
Suh t-,I 

[emale-headed Families 

4.9 
3.0 

6.9 
3.6 

Central City 

Sill tl__hS 

30.5 

17.6 

33.0 

19.7 

Blacks 

Narried Families 

Central Citv 11.0 9.9 

Siibirs _ __ _ 7.9 8.5 

'emtIle-headed Families 

Central City 

Suburbs 

47.8 

38.0 

49.7 

44.0 

Notes: 	 Thc fieuws are calculated as a percent of all observations 
in the subgroup. For example, in 1979 4.9 percent of all 
w.hit,. nmarried f~mfilies living in thle central city had 
incomes t1(low the tpoveriy level. 

S()RURCE: 	 Computed by aulhor from the 1980 and 1988 
Cutrent Poplation Survey Tapes. 
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a wider gap between the poverty status of black married families and black female-headed 

families than exists between their white counterparts. 

Spatial Mismatch Hypothesis: First
 
Generation Research
 

Supporting Evidence 

This idea was first tested by John Kain. 8 In his paper, Kain tried to determine the extent 

of the spatial mismatch in the Detroit and Chicago metropolitan areas. His thesis consisted of 

three hypotheses which were: (1) that the discrimination in the suburban housing market affected 

the distribution of' minority employment, (2) that it restricted the number of jobs available to 

nonwhite residents, and (3) that the ahove effects were intensified by the increased 

suburbanization of the manufacturing industries. To test these hypothesizes, Kain used data from 

Area Traffic studies for 1952 and 1956, respectively. Both cities were highly segregated, though 

Chicago slightly more so than Detroit. In Detroit, 93 percent of the nonwhite population lived 

in the city's principal ghetto, while in Chicago, 96 pereent of the nonwhite population lived in 

10,the infamous South side ghetto. 9 

Kain cited three reasons why the distribution of employment may be sensitive to the 

residential location of workers. First, higher commuting costs may serve to lower the net wage 

8John F. Kain, "Housing Segregation, Negro Employment, and Metropolitan 
Decentralization," Quarterly ,lournalof Economics 82 (1968): 175-197. 

9Ibid. 

"°These measures of segregation were obtained using the Taebers' segregation index which 
is defined as the minimum percentage of nonwhites who would have to change the block on 
which they lived in order to t)ioduce an unsegregated distribution. For alternative measures of 
segregation and decentralization uscd in the literature and the problems associated with each, see 
George C. Galster, "On the Measurement of Metropolitan Decentralization of Blacks and 
Whites," Urban Studies 21 (1984):465-470. 



for workers, making suburban jobs less attractive to central city residents. Second, greater 

distances between job sites and residences might lower the probability that information 

concerning the job will reach potential workers. Thirdly, employers located outside the black 

residential area may discriminate against blacks. On the other hand, employers located in the 

black residential areas may discriminate in favor of blacks."I 

To test the three hypothesizes, Kain specified a simple model, regressing the percent of 

black employment in a zone against the percent of black residents in the zone, distance of the 

zone from the nearest ghetto, and the distance of the zone from the major ghetto. 12 His results 

revealed a positive relationship between residential location and employment site. For example, 

the data showed that th- percentage of black employment in a work zone fell by 0.8 percent with 

each mile from the major ghetto in Detroit, whereas it fell by 0.4 percent per mile in Chicago. 

While the size of the coefficients varied according to occupation and industry, this relationship 

was found to be significatit in all cases. 

This study also found that the racial composition of a zone greatly influenced the 

employment practices of firms in that zone. His analysis showed that for Chicago a 2 percent 

increase in black residents ina zone corre,:ponded to a 1 percent increase in black employment 

"This topic is explored by Paul Offner and Daniel H. Saks, "A Note on John Kain's 
'Housing Segregation, Negro Employment. and Metropolitan Decentralization'," Quarterly 
Journal (?f Economics 85 (1971): 147-160. 

12The variable used to measure the effect of the racial composition of the neighborhood on 
the hiring practices of firms in that zone was defined as the "resident ratio". While this variable 
should be constructed as the percentage of black residents residing in a given zone, it was instead 
constructed as the percentage of black workers residing in a given zone due to the limitations of 
available data. As the author notes, this specification of the model may be capturing the affects 
of employment on residential locations instead of the reverse. 
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within that zone. Whereas, a 10 percent increase i black residents 	 in a Detroit zone 

13 
corresponded to a 1 percent increase in black employment within that zone. 

To test his second hypothesis, the effect of suburban housing market discrimination on 

the absolute numbei of jobs in the economy, the author predicted the employment level which 

would result in the a'sence of any racial discrimination and compared this estimate to the actual 

employment level. Kain estimated that the absence of segregation in Chicago would lead to 

between 22,000 wU1d 24.000 more employed black residents. In Detroit, on the other hand, due 

possibly to its lower degree of segregation blacks would gain only between 3,800 to 9,000 more 

jobs in the absence of segregation. In addition. Kain tested this relationship among industries 

and occupations, finding the affect6 were larger across occupations as opposed to industries. In 

the case of occupations, both the racial composition variable and the distance variable behaved 

as expected. Distance was a significant determinant in the case of operatives and service 

occupations. In the case of' industries, all the variables had the expected sign and were 

significant, but the magnitude of the affect was quite small. Distance from the major ghetto was 

an important factor for employment in the personal service and repair industry as well as 

manufacturing and public administration but the effect was smaller than for occupations. 

In coni,,,iderinlg his third hypothesis, Kain used 1950 and 1960 Census information to 

determine the absolute arnd relative changes which occurred in the manufacturing industry and 

its possibie affect on the level of nonwhite employment. While the data indicated that there was 

very little change in the abso!ute numnber of manufacturing jobs available between 1954 arid 1963 

13Kain attributes the different effects to the differences in the degree of segregation occurring 
in the two cities. For a more thorough discussion of the impact of racial composition on the 
hiring practices of firms see John McDonald who confirs the results of Kain regarding this 
effect. John F. McDonald. "The Direct and Indirect Effects of Housing Segregation on 
Employment Opportunities for Blacks," Annuals of Regional Science 15 (1981):27-38. 
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for the metropolitan area as a whole, the central city lost over 5,500 manufacturing jobs during 

this time.14 Moreover, the suburbs gained 1,600 jobs in the service sector compared to 1,300 

new service jobs in the central city. 15 As Kaih noted, there was one possible offsetting trend. 

The movement of whites to the suburbs reduced the labor supply in the inner city which 

increased job opportunities for blacks at that location. 16 Based on these results Kain advocated 

the decentralization of the ghetto in the belief that the relocation of blacks to locations closer to 

the suburban labor market would substantially inprove their socioeconomic situation. 

A commonly proposed alternative to ghetto desegregation is reverse commuting by public 

or private means. In practice, though, this alternative is not usually a successful one. The 

probability of low-income central city residents owning an automobile or having access to a 

personal means of transportation is very low. 17 Furthermore, reliance on public transportation 

is often not a feasible solution. Because most transportation systems are designed with the 

suburban commuter in mind, their presence may not significantly alter the employment 

opportunities of the central city worker. These transportation systems are designed to stop at 

only a few "collection" points in the suburbs. While these points tend to be close to suburban 

residential locations they are not necessarily close to suburban employment locations. Since 

public transportation systems do not adequately serve the central city residents, several cities have 

separate transportation systems designed solely for use by the central city resident/suburban 

t4For a despiled Jiscussion of the transformation of employment in metropolitan areas during 
the past several decades, see Kain, The Metropolitan Enigma, p. 89. 

"Ibid., p. 89. 

16 Gary Becker argues that the relative increase in minority residents may serve to lower the 
wage offered to these residents. For further discussion see Gary Becker, The Econonics of 
Discrimination (Chicago: Unriversity of Chicago press, 1971), p. 24. 

17John D. Kasarda, "Urban Change and Minority Opportunities," in The New Urban Reality, 
edited by Paul Peterson (Washington: The Brookings Institute, 1985), p. 56. 
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worker.18 It is not known at the present time how successful these programs have been in 

solving the mismatch problem. Furthermore, there are additional problems encountered such as 

discriminatory hiring practices, and poor information about employment opportunities in the 

suburbs. 19 While transportation systems can alleviate the fonner hurdle, they may not be very 

effective on the latter. 

Since Kain's original article, several researchers have identified weaknesses with his 

study. For instance, the primary regression equation determhiing the level of black employment 

in a work zone, does not specifically test for the effect of the SMSA's unemployment rate. Due 

to the design of his study, Kain vas unable to test the influence of the unemployment variable. 

Its effect was captured in the intercept along with all other factors affecting employment that was 

specific to the Chicago labor market. Due though to the stimulating nature of this hypothesis and 

the importance of policies stemming from its study, many researchers have continued to unravel 

and develop our understanding of this problem. Early critiques of Kain's work were offered by 

Mooney, Masters, Officer and Saks. and Harrison. 20 Together these papers comprise the early 

opposition to Kain's proposed solution of ghetto decentralization. Table 4 summarizes the data 

sources, variables tested and results of these studies. While the first three authors offered 

alternative models to Kain's, l-lu'rison challenged Kain's entire hypothesis on the grounds that 

18 "City's Jobless Joined to Suburban Jobs," New York Times, p. A16, Col. 1 (October 25, 
1989). 

191bid. 

20See Joseph D. Mooney, "Housing Segregation, Negro Employment and Metropolitan 
Decentralization: An Alternative Perspective," Quarterly Journal of Economics 88 
(1969):299-31 t; Stanley H. Masters. "A Note on John Kain's 'Housing Segregation, Negro 
Employment, and Metropolitan l)ecentralization'," Quarterly .ournal of Economics 88 
(1974):505-512, Offner and Saks. "A Note on John Kain's 'Housing Segregation, Negro 
Employment and Metropolitan Decentralization"; wid Bennett Harrison, "The Intrametropolitan 
Distribution of Minoritv Econotric Welfare," .ournal of Regional Science 12 (1972):23-43. 

http:worker.18


TABLE 4 

LNITIAL STUDM2S OF THE SPATIAL MISMNATCH HYPOTHESIS 

Author(s) Data Source 

Kain. 1968 Detroit A.rea Traffic Study for 1952 

and the Chicagu Aif"a Traffi. Study 
for 1956. This dat. di,,idesthe 
cities into 9l workplace zones. 
irtludcs both male, and females. 

Use:% aggrFate data. 

Morney. 1969 19N) Ccrisu. of Pip,ilation-J:.ime) 
to FWi'rkFie: Censn. of B:itiess 
ito,Ccr.iu, of NIantia,tut;ing for 
19,I.S. 915. 1958. ad 19m63. Cross-
,.sctional analysis of 25 SMSAs. 

Fit; males separatel) from females 
using aggregate data-

Off'er and Saks, 1971 Used Kain', personal data set. 

Masters. 1974 1960 Census of Population. Cross-
sectional analysis of 65 SMSAs 
using aggregate data. The data set 
includes only males, 

Harrison, 1972 1966 Survey of Economic 
Opportuniv,. Sample includes males 
living in families in cities across the 
U.S. Micro data se. 

Dependent Variable 

The pcercentace of blk empl)yment 

in ca,.h zone. 

Fmnploymcn*p'pulation ratio of 
n.nwhite men and wottin living in 
tic income :enus tract.. 

Ran same model as Kain. 

Ratio of median incomes for white 
and nonwhite males, 

Measures the spatial variations in 
earnings, unemployment and 
occupational status in terms of 
frequency distributions only: no 
recssion analysis used on these 
explanatory variables, 

Selected
 
Independent Variables 


Diitance from major glwto di-t..ce 

from nea;eit ghetto: ,esiden ratio 
(black worker Vi.ing in zone i6 

(total A,tkers lving in i). 

'S.ISA uncmploymnent rite: rti, of 
critral ct) to:Plovir.erit to tol-1i 
";S. t'pi,'. r:e:t in wi,,I,:;aie 

trade, ni.ufactuiufc.i i:,i e'. ic,: 
Froporti,n -if nonwhetc nia!e.. 

Rc-suni 

FtrAs a significantly negative 

rIation.ship between distance and 
crnpoyment- Finds a positive 
ie!atioaship between racial 
oprnaition of zones and amount 

of racial employment in the zone. 

Firdinge confirme, Kain's result 
crmiernina distance and 
2m: ,ymncit. hut showed that the 
unemployment rate had a muich 
more substantial effect on 

fe:nas; who lire in the central ,ity employment. Accessibility wa.% 
ami work in fhc,uhurbs. 

"r"eonly change from Kain's model 
was to square the resident ratio 
variable, 

An index of segregation: ratio of 
median years of schooling of 
nonwhite to white males: dummy 
variable to denote Southern cities, 

Not applicable. 

found to be much less important for 
Women. 

The squared form performed much 
better than the linear form but ie 
values of the coefficients ,ere

I smaller than with the linear form. 

None of the four different measures 
of segregation used was significant 
and only one was negative: both 
education and Southern location 

were of the expected sign and
 
significant in al 
 four cases. 

Results show that earnings for 
whites are more sensitive to spatial 
location than are those for blacks. 
Blacks are shown to earn the same 
regardless of location. For both 
blacks and whites, unemployment is 
highest in the central city. though it 
iseverywhere lower for whites. In 
terms of occupational status, blacks 
are concenirated in low ranking 
occupations in all parts of the urban 
are, relative to whites. 
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the true culprit of the economic disparity was race, not residential location. In fact, Harrison 

advocates ghetto development ud not decentralization. To outline the literature containing the 

counter argument to Kain, we will begin with the alternative models that were proposed and 

conclude with the study by Bennett Harrison, which seems to have gained the most exposure in 

the subsequent literature. 

Revisions and Reformulations 

In a cross sectional study of the 25 largest SMSAs in 1960, Mooney added the 

mctropolitan unemployment rate to Kain's original model. His results confirmed Kain's negative 

relationship between accessibility to the suburbs and the employment rate in the central city. But 

the results also revealed that tihe tnemployment rate had a larger impact than accessibility on the 

employment rate of the central city residents. This finding suggests that in a full employment 

economy, ghetto decentralization is advantageous, but in the presence of a slack labor force, 

efforts to boost employmenit of blacks would be most efficiently spent on macro policies designed 

to stimulate the economy. 

In addition to including the unemployment rate, Mooney separated the data on the basis 

of gender and tested the spatial isolation affect on employment in different types of industries, 

specifically services Mndi manufacturing. To the extent that females were concentrated in the 

service industries that were prim rily located in the central city, the migration of manufacturing 

fimIs to the suburbs would not affect female employment. The results indicated that accessibility 

to the suburbanui labor market was less important in the case of female employment in the service 

sector compared to male employment in the service sector, but accessibility was as important for 

femde employment as it was for male employment when total employment is not disaggregated 

by industry. The results for males indicated that accessibility was important in the 6ase of 

manufacturing employment as well as total employment. This finding prompted Mooney to 
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consider central city residence an a:sset for females but a hindrance for males. From thes 

findings it is no longer clear that the ghetto dispersion advocated by Kain is the most appropriate 

solution to ie problem, since central city location may be beneficial to low skilled females, 

although not for males. However, while the effect of accessibility was found to vary by 

industrial sector. the size of the co*cfficient paled in comparison to the affect of the SMSA 

unemployment rate on all persons in all industries. 

Offner and Saks. using Kain's original data, demonstrated the lack of robustness of Kain's 

results. Embedded in the original argument of Kain's was the proposition that the higher the 

proportion of blacks residing in u employment area, the higher would be the level of black 

employment in that arei. Pie Offner-Saks premise suggests that the racial backgrounds of the 

residents has a nonlinear impact on the employment within that area. To test their hypothesis 

the authors inserted the squared form of Kain's "resident ratio" variable. The authors found that 

their nonlinear variable perfonned better than the linear version used by Kain, leading Offner and 

Saks to argue against ghetto desegregation on the basis that a reduction in racial segregation 

would disproportionately eliminate black employment opportunities.2 1 

A third alternative specification of Kain's original model, proposed by Masters, tested the 

effect of racial segregation on the ratio of median incomes of nonwhite and white males in 65 

of the largest SMSA in 1960. 'he use of income as a dependent variable provided information 

on the relative quality of employnien as opposed to the sheer number of jobs. In the presence 

of a dual labor market, income or earnings would be the more useful variable. 22 Masters tested 

21"his same potlicy conclivmion is advocated by H. C. Goddard. See Haynes C. Goddard, 
"Recent Evidence n Black mnlphym'nt and Metropolitan Decentralization," Growth andChange 
13 (1982):32..39. 

22The hypothesis of the dual labor mai ket states that there is in effect a two tier labor market. 
On the top tier are 1igh bottom tier arethe high inmomne, opportunity jobs. On the the low 

http:1982):32..39
http:variable.22
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four different meitsure,; of segegation. In no case was the degree of segregation significantly 

related to the ratio Of' median inctomes. 23 

Harrison, recognizing the linitations ol measuring the cost of spatial disassociation with 

the suburban labor nwi ket solely ii terns of employment opportunities, considered five measures 

of w'elfare: Ce-rliln,::, 1uneliployment, occupational status, returns to education, and returns to 

training programs in the tir:,i publihed study on this topic using a micro data set.24 The study 

cons ;.-tcd of computing the fi'cquency distributions of earnings, unemployment, and occupational 

sitauns within the three sections of the urban area, central city poverty tracts, central city 

no1npoverty tv,.t,;. and the h;. Iuhn addition, the author estimated the returns to education and 

triig prograims using each of tIe above mentioned measures of welfare as dependent 

VIIiabi es. 

The study revealed that the wvell-heing of whites when measured against earnings, 

unemployment, or Occupational status was influenced to a much greater extent by residential 

paying. "dead-end" johs. P ruponents of this hypothesis argue that women and blacks are 
corntiiiuaity concentiated ;n these lovx.er tier jobs. For a more detailed discussion of the theory
of the dual lthor market see Williarin T. Dickens and Kevin Lang, A Test of Dual Labor Market 
Theory." AlU('rIC,- Ul?I.coinc Rc¢view 75 (1985):792-805. 

23Gaistei, using it imultaneous system to study the interdependencies of segregation and 
,economic disparit oil black-white miediin income ratios, found that increased segregation had 

a negative elteci ont the ,occupatittnal mobility of minority resideuts. See George C. Galster, 
"Residential Segregation, and Interracial Economic Disparities: A Simultaneous Approach," 
J01111,10! nUroH f ,cowu: ics 21 I1(M7):,12-44. 

24The occuptionai ramkings are determined by the Duncan-NORC prestige scores which 
assigns a winhe: !-100 to each of the 308 Census occupations included in the survey. See 
l1irison. "[lie Ihiram-letropolit an Distribttion of Minority Economic Welfare." 

I-he &tla wed in i'li, dx , s the 1906 Surve' of Economic Opportunity, coiiducted 
hy te Cen:;!:. 11,:C:1 a11a ,rl ipplei ent to the Current Population Surve ,. TFhis data set contained 
infoma loion onl aIA e1r,vh,, .v in school and part of the labor force.!1.11 h ! c not w,.,ere 
Although this wts a national samtple. the author used data on individuals from only 12 cities. 
These 12 cities contained 6 percent of the entire black population living outside the South 
during that time. 
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location than that of blacks. According to his findings, white suburban residents experienced 

higher earnings, lower unemployment, and greater occupational status. For whites, earnings and 

occupational status were found to be positively related to distance from the city center, while 

unemployment was m0olnd to lie negativel, related to distance froin the city center. 

For blacks. I-tarrison found that earnings were highest in the nonpoverty census tracts of 

the central city contradicting the popular notion that the suburban labor market was the location 

with the greatest gains. Earnings were equal throughout the urban area and had a modal value 

equivalent to that obtained for whites in the central city. Furthermore, Harrison found that 

unenployment was somewhat lower and less permanent in the suburbs but it was higher for 

blacks than for whites in all centsus tracts in the metropolitan area. The data also revealed that 

blacks obtained somewhat higher occupalionai status in the nonpoverty central city census tracts 

relative to the suburbs but blacks were concentrated in low ranking occupations in all parts of 

the metropolis. 

To test the returns to education and training program participation, the author regressed 

earnings, emPloynwut t, and occupational status against levels of educational attainment and 

training progra completion ard participation. Rewards for additional educational attainment 

or training program participation occurred in discrete steps for both blacks and whites but at 

different time periods hased upon race. Whites experienced an initial pecuniary reward after 

eight or nine years of schooling depending on their employment location (i.e., central city poverty 

tracts, central city nonpoveity tracts, or the suburbs) and experienced substantial pecuniary gains 

after high school and college relative to blacks. Blacks, on the other hand, experienced the initial 

payoff after 12 or 13 yeats of educat ion, again depending on their employment location. 

Continued education for blacks was fountd to be beneficial only in terms of higher earnings if the 
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individual completed college and in that case potential earnings did not to vary with respect to 

location within the urban area. 

A striking finding was that education was estimated to have a relatively small effect on 

the stability of enplouyment for blacks as well as for whites. In fact, marginal gains in education 

actually reduced the employment rate for black males in the nonpoverty tracts of the city and was 

found to have absolutely no effect on the employment rate of blacks in the suburbs. 

In terms of increasing occupational status, education was estimated to be effective in 

increasing the occupational mobility of whites and was found to be more effective in the suburbs 

than in the central city. This was not true for blacks. The results showed that blacks were 

unable to convert higher educationial attainment into higher occupational status which would lead 

to higher earnings and lower unemployinent. These negative results suggest some reason behind 

the high rate of high school dropouts associated with young blacks. 

From these fhdings Harrison concluded that the economic conditions suffered by blacks 

is not a result of their inner-city residence hut that of discrim-ination which was according to his 

findings equally pervasive throughout the urban area. Indeed, this author initiated the "race not 

space" school of thought. 2" A major weakness of this study must be noted. The data used by 

this author contain no infomiation on the employment locations of the individuals included in the 

sample. Therefore, all riesults and conclusions were drawn on the basis of residential location. 

To the extent that individuas commute to their.jobs, the results will be muddled. For instance, 

suburbanites ae klown1 to :ommute to central city jobs. The results may represent the 

distribution of incomc and jobs within an urban area rather than evidence against the hypothesis 

26See also David Flhwood, "The Spatial Mismiatch Hypothesis," in The Black Youth 
Employment Crisis, edited by R. Freeman and 1-1.Holzer (Chicago: University of Chicago Press, 
1986), pp. 147-185. 
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that spatial mismatch does nor contribute to unemployment. But the argument that racial 

discrimination in employment coctributes more thaui spatial mismatch to limited employment 

opportunities is difficult to refute. 

Conclusions from the Early literature 

While fhe intiiA work on this topic has been successful in defining the issue and bringing 

it to the attention of those i the field, it has been unsuccessful in providing any conclusive 

evidence, either way, as to the employment cost of hiner-city residence. For the most part, other 

researcthers argue that lK ain's positivc confirmation of the spatial mismatch hypcthesis should be 

largely disregarded dlue to the inisslecification of the model. As Mooney illustrated when more 

SMSA's are examined and thme uenl)hoylment rate is included in the model, the spatial mismatch 

hypothesis is verified. but is also shown to he quiie small as a determinant of the employment 

opportunities (17 inner-city residents when compared to the effect of the SMSA's unemployment 

rate. While the results from this paper offer positive support for the mismatch hypothesis, they 

contain drastically different policy implications from those proposed by Kain. In addition, OCfiner 

and Saks show how sensitive Kain's results are to the functional forn used in the model. 

Furthermore, Masters finds no relationship between the level of segregation and the ratio of 

incomes between races. On the other hand, Harrison's study can be said to provide as little 

support to the contrary as Kain's study did to the confirmation of this hypothesis. Harrison's 

study. hovever. loes not illuminate the causes of central city/suburban income differentials but 

can stiitc the magnitude to which differencei across locations exist. Thus. from this literature 

there is still little we can confideimtly say ab1out the relationship between the welfare of iner-city 

residents and he ir a ility to va i acctCss to the suburban labor market. While it sounds plausible 

that h.. ,i ing niuket discrimination will have an affect on the well-being of inner-city residents 
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especially in light of the sectoral changes tlht have been occurring in the economy, this has yet 

to be verified empirically. 

This literature has perhaps Jailsed more questions about this topic than it has answered. 

The papers presented above illustrate the normative nature with which this topic had been 

initially discu.sSed. The focus on the effects of segregation and spatial inaccessibility on inner

city residents alone verifies this proposition. This early literature is primarily concerned with 

'taggintg" or reserving jobs for centratl city residents. Regardless of the final conclusions of the 

literature, a study of tis topic ouglh: t take into account the affect on earnings and employment 

of all individuals in the urbant area, tho,;e in the inner city as well as in the suburbs. For 

example, arc of Wi reduced to what seems to be al inefficientthe earnings ill d(vidual'i due 

irrangement of people and employient? Under this situation what is the efficient arrangement 

of people and jobs? A policy vhich improves the wNlfare of the inner-city resident at the 

expense of the suburban resid nt does not necessarily inply an improvement in social welfare. 

For instance, is it more efficicnt to have the suburban people holding the so called high-wage 

jobs and have the government institute a system of transfers to the inner-city residents or are 

there long-run gains fioni establishint all attachment to the labor force? If so, which of these 

effects is more important. The analsis of these types of questions calls for a general equilibrium 

framnework so as to assess the afft.ct of housing market discrimination on all residents in the 

urban area as opposed to the pattial equilibrium analysis which has been undertaken thus far. 

A second slhortcomngimm of this early literature is the implicit assumption that finns, 

specifically manufactuitlg, have moved to tile suburbs due to a greater demand for land and not 

due to a change illlabor demand. Suppose, however, nuiufacturing finns have undergone 

tecl :J : change which for more-tT inccases their demand for highly skilled labor as well as 

land. T,o rwe both the deniand for space. required hy the new technology, u'd the demand for 
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more highly skilled labor, firms imgrNted to the suburbs. If this is in fact the cause of the 

migration, then the growtlh in the central city unenployment stems not from an accessibility 

problem but from a declining demand for low skilled labor. It also implies that the returns to 

Cn)ployniIIt which iire thought to exist in the suburbs are a reflection of a higher productivity 

on the. pal of tile sthburhan .woiker and may not be available from a low-skilled inner-city 

worker, regadless ( dbility problem. 

The tecI]ological chrnges in traLspoIlalion and production methods ,ire well documented 

as is thel iJnfluenc on1tile locImimoMat decir;ions of finns. 27 In conjunction with the migration 

of mnanufacttW Ig finns fron thew central city. Kasarda points out that between 1970 and 1980 a 

growing number of whait he reters to ias"mfonntion-processing" jobs were opening up in the 

s
central city. ' While there is sketchy information on the change hi labor demands for the 

manufacturing firns, tihe educational attainment required for employment in the central city was 

increasing, funher damaging unemployment opportunities for central city residents. This is surely 

an area ripe f)r study. 

A iclated isste i,whietliei firms that are presently migrating or deciding on a suburban 

versus central ciy locatcion are doing so according to the same set of determinants as earlier 

fims. Tha;t !f;. eV n1eW firms locating in the suburbs doing so because of increases in the 

demand for land an1l a higher quality labor force, or are they fleeing from the high rate of crime 

and taxes folnd ii1 lie City relative to the suburbs'? The lata on investment in plant and 

27For some hi,;torical hackgiround on the migration of finns and people to the suburbs see 
Kain, 'The l)istributim and Movement of Jobs and Industry," pp. 73-114. See also Kasarda, 
"Urban Chaiige mnd Minority ()Vppo lttuities." 

28Ka,;arda defines entry level i,,,as those jobs for which the average employee's educational 
attainment is less tlhall a high school degree and information processing jobs as those for which 
the average employee's educational attainnent is at least two years of college. 
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equipment seems to indicate that the original migration from the central city took place as a 

result of changes in technology. 24 But this may not be true for present investment in plant and 

equipment. Although some work has been done in this area, empirical evidence on the factors 

detennining intraurban location is still inconclusive. 

The initial perception obtained from these four papers is simplistic. But as must now be 

realized the issue is very complex, inleed. Th papers presented below attempt to incorporate 

more of the complexity into their studies to the extent it is manageable. Unfortunately, while 

they shed some light on the topic. the results as to the effect of the spatial mismatch hypothesis 

are still undergoing debate. 

Second Generation Literature 

While the original debate focused on the effects of housing market discrimination and the 

migration of low-skilled jobs to the suburbs onl the well-being of inner-city residents, the recent 

literature is much broader in focus. As with the early work these papers are concerned with 

ascertaining the cost of housing market discrimination. As opposed to focusing only on the 

effects on employmtent, these later papers also attempt to ascertain the effects of residential 

location as measured by earnings ind labor force participation. 

An additional contribution of the recent literature is the use of micro data. All but one 

of the papers reviewed below employs micro data. Results derived from micro data sets are far 

n lole sati.,lyig tihan those hdeiive, from aggregate data. Although, there are several micro data 

not ll arcsets available, n acceptable for use i analyzing this subject. When considering the 

effect on earnings the data set should contain both the worker's place of residence and place of 

29Kain, "Tlhe Distribution and Movement of Jobs and Industry." 
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work. Many, data sets such as tile ('trient Poputarion Survey and the PanelSurvey of ncome 

Dynamics contain only locational information on the residence and thus are not detailed enough 

to ex ine the effect of job decentralization on earnings, but would be appropriate in the case 

of unemployment or labor force participation. A good source for information on earnings is the 

decennial census iblic use sample, which contains the worker's place of residence, work site 

county, and travel time and mode to work.30 

The remainder of this section is devoted to the presentation of the results from these 

studies. The papers are divided into three groups based on the unit of analysis, earnings, 

employment, or labor force participation. See Tables 5, 6, and 7, respectively, for a summary 

of data source.,, testable hypothesizes. models, und results for each of the studies reviewed. 

Earnings 

Labor earnings capture more of the effects of the differences between the residence and 

employment sites than do employment or labor force participation variables. For instance, a 

possible outcome of the spatial mismatch hypothesis may be that inner-city residents are forced 

to take jobs in the suburbs hut are not compensated for commuting costs. Although the number 

of jobs may remain constant, the lower real earnings should be considered a consequence of the 

spatial mismatch hypolhesis. Moeover, it is earnings in which we are ultinately concerned. If 

the spatial pattern of employment iesults in lower wages for inner-city residents then although 

they have jobs, they are still hanlied by the existing spatial arrangement. This implies that there 

exist gains to welfare from a rearrangement of residents. 

a0An additional source of informnat ion which would be particularly useful when considering 
the effects on labor force participation would he the National LongittuinalSurvey from Ohio 
State University. 

3



TABLE 5 

SUBST-QUENT STUDIFS CONSIDLRLNG TLE EFFECTS ON EAR-NINGS 

,\uthort,) Data Source 'Testable NVTrtabls Results 

IPlUp,in i.,.c : .;II c of ric, t:-rau .ta.c ,e ITh :tts of Model har 
l~2 p e. .. s-, ,_ip.w.mia ctec, es. SMISA b.., ., cive 15.6 percent lower 

anflnct:r-j,varirufe4r tt.p,!in ,arnhg.. 1. Pate .t.I !2,.!Cil'" .,ir.v r'.. ,: 'n ' c duc I, their ;ace and 6 
Th . rei-n, tci i-int4ffc. n.:r ,I c. cluaiot ii .Ul, .. tb-: SMS.' I t lver carrcnag', :otheir- due 

!'. enrolu-d ..v. cItd, .""fc.jma e, 2- tch.k%, h.! ,';,t rlf.n. :d"l " :.! t)a,xaion c.,,n.-r:r.d 
d 59-. .,r/old. E'nin.R., arI i;t.," lc. an-c c p.I al le-,a'hit cnp!yccee Vr,c 2,\odcI 

"ifect i cn~cn cc ! ¢c'. I:c, 1 .i huth% l Lr.- .r ,rujrl I. clickreccive 25.", I- . 2nt low.er
eel I~+;:.:b 1-: 1.~~cc] l .C.ar'.: ilf.. hut.' .' , ', ji,ric-. Ile zrclhai -inn-tn:- to . i) , a 2,.r..: -c-cr; >rc c.,.:. relativ.' 

bur '.cce' tili,- ray:I i h:', it> rlid cccsf.f'.auc ':.: 1 . c. -,: l .--pt. "cctbrii rc'- :- .'c:, 
but ;::ay.ffct t e.:l  fMlevel "t . un ,.tc-l::, pert -I-!1,,.,c7 -carningr duc I.. ', bnt.. c , , theirrcidntial h.,r 

hccr-. . -. o that e.hl ,r,-upwas Model 3.blacl,, (ace acracil 
ia'.:it. c,n Intercept. :nulrhy of 15.2 pcici:ct aniJ a 

1,eCnlr3l :ir, penalh-, or 5.7 per. cll. 
The rc.,L. funn all rcdcl:,imply 

that race hias, a much larrger mp.ct N 
ot earnings than residence. 

Danzieer and Weinstein. 1976 1970 Census of Employment Sune> rests fhe extent to which; silurban A wage differential is computed Results for individiaL working and 
micro level data on poverty area jobs held by central ity residents b1tween the individual's actual residing in the pc:,vertv araztssho,.w 
residents. Includes only males are financially superior to jobs suburban wage and the wage this that race had a negative but 
between 21 and 64 residing in St. located in the central city and hM!1 individual wruld have earned in the insignificant effect on wage le.els. 
Louis, Cleveland, and DetroiL by central city residents, central ci poverty tracts. The Education was found to have an 

vanables included in the wage insiucfirant effect on the wages of 
ertuation are: age, rzuc. sex. individuals working and residing in 
educational attainment, cccupational the poverty tracts. Results of the 
ad industrial status. In addition to wage differerials indicate no 
running this model on the full systematic difference betsveen 
sample, the data are grouped into wages of suburban workers and 
white, blue. or operative workers, wages of poverty tract workers. 
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SL'3,Nt :ULN'Ir STDIF.S ')N;IDEPj, Til .I ECL- , N FAWNINGS 

Auth rest N.1;1 S. uro -'stni-. !,,.,h.. 

S,:clted 

independent V:rlable 

bib. for; .:c r.uv .. , ':,,c -killed o:e.:Lenti. 
V10rraS!1;,.t 

' . O.-,,H 

ti; 

.,; a:' 

.*.. 

.c'C..rCoe;to 

.h.trZCt,.r'O .. 

';n'rcpb',dal ,! - ,. 

hndh ,ch,;il .lipl..na .. 

in.;.- than 

, rt'tie in 

i.:.-,ll.- L'- . 'I 

,:tX...i 

,a:ui.ies 

he: :ctt'i c it;. 

.,.tcd 

t Cn.'..sor);,-Cntiin l lt., .,1~ 121 
]S-.IS:\s and 136 C2¢nt.-:! c t. 

hlhanfeldt, 19SS I*tS; Public Use Sample for the 

Atlanta SMSA. 

Tests for the *kterdnants of 

variation in eatrnings and 
discrimination, 

Earnings equation: includes age. 

educational atinnent, and various 
other produtivity proxies: dummy 

variables for sex. job lhcation. 

Discrimination equation: computes 
mean le'el of earings bas-d on the 
coefficieots from the earnings 

equation and the mean productivity 

characteristics for black males and 
females. Calculates the prgdicted 

earnings level by evaluating the 
earnings equation of black males and 
femrle-s at the rat estimated for 
white males and females. The 
difference in earnings computed 

under each regime is attributed to 

discrimination. 

Results 

t~ 'rt- that bihb ick 
o i 

Tic i:hzti ,ihy~c 

h -k dc n,A ut. r 

" iciittV nt. ', , ;,, ,,er. rher,' 'a .c.; 

I- i,:ll . t.n. h,tb ra e...,.'< d . 
it-. he . :e ,,4 !lack ni..,. [hc 

unezlnwllnt h'atd ;1 oce~aliVe et tct 

,tt thu earning-,A,kwf ba,.nd 'hit: 
me- but a positi-e e fct on hlack 
and vihite women. 

Earnings equation: v.hitc in :; 

and white collar occupation~s 
experene a negative wage 

gradient. Blacks in blue and white" 

collar jobs experience a positive 
wage gradient Service earnings 
were not found to vary osnr space 
for blacks. Service earnings for 
whites were mixed. Discrimination 
equation: found gNeaer o 

diseriminationt between black men 
and white men than between white 
and black women. The results also 
indicate that di.crimina do hi 
decreases with distance from the 

city center. 
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SUBSEQUENT STUDIFF, CONSIDERING THE EFFECTS ON EARNINGS 

Athor(sJ Data Source T,:stahe -p,':h ,is 
I -Selected 

Independent Variables 

Vro,'n' n: r-n r Mld.!950 Surv.-v data "r,;n !i N irnn I"h;, .. ,r .',c*ras :h W..'.n, . p.oath tl hs model 
Opin.i .. .:h C,orp.,,ratl for,the Adult P:rf,,rmmc -: pr,.", 
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The firstThere are two basic approaches used in analyzing this the effect on earnings. 

is to consider a wage gradient which determines the relationship between distance from the city 

center and wvage levels which is the method used by Straszheim and IIhlanfeldt. 31 Evidence of 

a positive wage gradient for low-skilled individuals serves as support for the hypothesis that the 

higher wage than the central city labor market, although thesesuburban labor market offers a 

results should be interpreted with care. For instance, if the earnings data is available only by 

households and not by employmint site. then an earnings gradient captures the spatial distribution 

of income by residential location ud not the variation in wages throughout the urban area. 

When properly applied, a wage gradient can depict the distribution of wages for a given urban 

area, but it fails to test the spatial mismatch hypothesis.32 The sole fact that wages are higher 

i the suburbs does not constitute a basis for the presence of a spatial mismatch. Verification 

of the spatial mismatch hypothesis depends on the degree to which inner-city iesidents are 

excluded from the suburban labor market. A wage gradient does not include a measure of 

31The standard form of a wage gradient is analogous to a density or rent gradient, i.e. 

w(k)=woe ' k wh ere g=(-wk/w), k denotes distance and w denotes levels of wages. See Richard 
F. Muth, Cities and Housiiig:The SpatialPatternof UrbanResidentialLand Use (Chicago: The 
University of Chiago Press. 1969), for more detail on this formulation. Using this functional 
form Straszheim performs simulations to estimate the relationship betwccn distance from the city 
center and wage levels. Due to extensive data requirements of the wage gradient model, the 
author estimates a linear regression model for black and white individuals. With knowledge of 
the location of various suburbs located in the San Francisco and Oakland area he is able to 
determine the extent to which wNages vary with distance. lhlanfeldt estinates a log-linear 
equation as well. Based on these results lie is able to detennine how wages vary with distance 

in the Atlanta labor market. See Mahlon R. Straszheim, "Discrimination and the Spatial 

Characteristics of the Urban Labor Market for Black Workers." Journalof Urban Economics 7 
(1980):119-140; and Keith R. lhhud'eldt. "Intraunetropolitan Variation in Earnings and Labor 

Market Discrimination: An Econcimetric Analysis of the Atlanta Labor Market," Southern 
Economic Journal 55 (1988): 123-140. 

32In addition, wages offered at various locations reflect the commuting costs of the workers. 

Thus suburban firms may benefit from a work force from the suburbs which do not require much 

compensation for commuting costs. This will tend to smooth out the wage gradient over the 
metropolitan area. 
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accessibility of hiner-city residents and thus is unable to fully test the for the presence of a spatial 

mismatch. 

The results of Lhlanfeldt's study provide evidence of a negative wage gradient for white 

workers in blue and white collar occupations and a positive wage gradient for blacks in these 

same occupations. Straszheim finds evidence alhe study of negative wage gradient for 

whitc with more than 12 years education. In the case of blacks, the results indicate a positive 

wage gfadient for blacks with low educational attainment mid j slightly negative gradient for 

blacks with more than 12 years of education. 34 

The second approach focuses on the determinants of the spatial distribution of income 

withhi an urban area ,vith special attention given to the role played by residential location and 

race. 35 The typical method of ;wal ysis in this case is to construct a simple regression model 

in which variables designed to capture the effects on wage levels of residential location, 

decentralization of employment, uitl race are included. Results yielding a negative coefficient 

on residence serve io confinn the spatial mismatch hypothesis, indicating that inner-city residents 

receive lower wages due to their residential location. Both the wage gradient approach and this 

approach can be used to provlde evidence in the ghetto dispersement debate, but this procedure 

is ultimately superior to the wage gradient method in that it allows one to entangle the effects 

3 The author Luses tile 1980 Public Use Sample for the Atlanta SMSA. This data set gives 
detailed information on the woiker's characteristics as well as the worker's place of residence, 
work site county. and distance and mode of trusportation to work. 

34'The data used in thiS lpaper is from a 1965 household survey of the San Francisco 
metropolitan area. The survey includes the following information on 28,000 individuals: age, 
sex, race, income, place of work. place of residence. yeus of schooling, and occupation. 

35Richaid Price n 1Edwin Mills. "Race a d Residence in Earnings Determination," Jqurnai
of UrbanEcon imic 7 (1985):1 -I and Keith R. fhlanfeldi and David L. Sjoquist, "The Impact
of Job Decentralization on the Economic Welfare of Central City Blacks," Journal of Urban 
Econoflics 26 (1989): I10-130. 
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of earnings from racial discrimination, residential location, and various individual characteristics. 

If, for instance, earnings are more sensitive to racial prejudice than to residential location as 

several authors have found, then even in the presence of a positive wage gradient relocation of 

blacks to the suburbs would not result in a decline i the black/white income disparity. Because 

there are other factors influencing wages besides residential location, it is necessary to know not 

oly the relationship between wages and residential location but also between wages and race and 

various other characteristics such as age and education. 

This second approach often involves estimating separate reduced-form earnings equations 

for central city and suburbanu residents. Insight into the magnitude of the mismatch is gained by 

calculating a predicted wage for the suburban resident if he or she worked in the central city 

labor market and received the siune marginal evaduation of characteristics as central city 

residents. 3 6 The difference between the predicted wage and the suburban residents' actual wage 

provides an indication of the variation in market evaluations between the two labor markets. 

Price and Mills found that the disparity in income between blacks and whites was a 

combination of racial factors and residential location. 37 Their study proposed three alternative 

hypothesizes concerning the relationship between race and residential location on earnings. 38 

The study produced three estimates of the effect of race and residence on earnings corresponding 

3 6 Vroomi ard Greenfield use several variations of this procedure. See John Vrooman and 
Stuart Greenifield, "Are Blacks Making It in the Suburbs? Some New Evidence on 
Intrametropolitan Spatial Segmentation." .Journalof Urban Economics 7 (1980): 155-167. 

37This study uses the May 1978 CurrentPopulation Survey smnple and supplements this with 
a metropolitan utenities illdex. See Price and Mills, "Race and Residence in Earnings 
Detennination." 

38Hypothesis I: Race and residence affect the marginal evaluation of skills in the market 
place but not the base level of earnings. Hypothesis 2: Race and residence affect both the 
margi al evaluation of skills by the market and the base level of earnings. Hypothesis 3: Race 
affects market evaluations and residence affects eu'nings. 
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to three alternative hypothesizes, ranging from 15.2 percent to 25.8 percent lower earnings due 

to racial discrimination, and from 5.7 percent to 8.6 percent lower earnings due to residential 

location. Although the results indicate that some of the income disparity can be attributed to a 

spatial mismatch, racial effects account for a much larger portion of the difference. 

Vrooman and Greenfield obtain results similar to Price and Mills. 39  Their results 

indicate that only par of the income disparity between blacks and whites is due to the residential 

location of blacks. Racial discrinination in various forms accounts for a much greater portion 

of the difference. o'Moreover. their results show that ghetto dispersement will lead to higher 

earnings in the case of black males but not on the case of black females. 41 

Results from Danziger and Weinstein found no systematic difference in earnings between 

suburban and poverty tract workers. 4 2 Their results also indicated that education had no 

significant influence on earnings of poverty tract individuals. (Furthermore, from the results the 

hypothesis that race does not matter could not be rejected.) 

39This study makes use of a suney conducted by the Opinion Research Corporation at the 
University of Texas at Austin. The Adult Performance Level survey provides information on 
functional competency of U.S. adults, as well as information on age, sex, race, years of 
schooling, earnings, and residential location. See Vrooman and Greenfield, "Are Blacks Making
It in the Suburbs?"; and Price and Mills, "Race and Residence in Earnings Determination." 

4mThis study considers three different types of discrimination. Spatial discrimination is 
defined as the difference in earnings which exists due to an individual's residential location. 
Istitutional discrimination defined as the difference in the allocation of human capital between 
blacks and whites. Overt discrimination defined as the difference in market evaluations between 
blacks and whites. 

"This result is disputed by Reid who after reanalyzing the authors's results concludes that 
both black men and women are disadvantaged by their inner city residence. See Clifford E. Reid, 
"Are Blacks Making Itin the Suburbs? A Correction," Journal of Urban Economics 16 
(1984):357-359. 

42The study uses microeconomic data from the 1970 Census of Employment Survey. The 
universe of this survey is poverty and nonpoverty census tract residents. See Sheldon Danziger 
and Michael Weinstein, "Employment Location and Wage Rates of Poverty-Area Residents," 
Journal of Urban Economics 3 (1976):127-145. 

http:females.41
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Ihlanfeldt anti Sjoquist found that decentralization significantly affected the earnings of 

low skilled black and white males residing in the central city.4 34 

The results indicated that while the earnings of low-skilled white women were also 

disadvantaged by biner-city residence, the earning levels of low-skilled black women were not. 

Contrar, to t, . dis presenlted above, these results confirmed a significant return to education 

for black and white males. 

Although these papers provide mixed results concerning the magnitude of the effect of 

residence and race on earnings, most found that both of these factors have some influence on 

earnings. This seems to be especially true for black men, but may not be the case for black 

women. Furthennore, these papers generally find that race has a larger impact on earnings than 

residential location. Lastly, the conclusions reached in these papers imply vastly diffeirent 

solutions to the problems of the inner city. For instance, papers finding that residential location 

is a significant factor in the (fetermination of earnings would favor policies designed to decrease 

the distance to or increase the accessibility of the suburban labor market for the inner-city 

resident. On the other hand, papers citing the racial background of the worker as the limiting 

factor would favor policies designed to decrease the degree of discrimination in the labor market. 

43The data source for the worker's characteristics are from the 1978 Panel Survey of Income 
Dynamics. The data referring to the characteristics of the labor market are from the 1980 Census 
of Population and -lousing. See hlianfeldt and Sjoquist, "The Impact of Job Decentralization on 
the Economic Welfare of Central City Blacks." 

44The authors estimate a reduced-fonn equation in which earnings is a function of human 
capital characteristics, metropolitan area characteristics, and the degree of the individual's job 
decentralization, Two measures of decentralization are tested. The first is defined as LSKILLJS 
which is the percentage of low-skilled jobs located in the suburbs. The second is G which is 
analogou3 to a density function. It is the log of the fraction of metropolitan low-skilled jobs 
located in the central city divided by the log of the ratio of the area of the central city to the area 
of the SMSA. 
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Employment 

There are a few recent papers using employment as the unit of analysis. While this 

literature fails to account for the quality of employment, it does account for the number of jobs. 

For instance, even if earnings are higher in tie suburbi than in the city center it is not 

immediately clear that there exists the same number of jobs before the exodus of manufacturing 

from the inner city as after. If the absolute level of jobs decreased because of the migration of 

firms from the inner city, then ghetto dispersal would not be a very effective policy regardless 

of the level of earnings available in the suburbs. Furthermore, employment is an endogenous 

variable. As will be shown below, the spatial arrangement of industries may also affect the labor 

force participation of inner-city individuals. If this is so, then the rise in unemployment is only 

one cost of the spatial mismatch problem. 

Moore and Laramore consider the effect of the changing urban employment structure on 

the unemployment rate of black and white males and females.45 While it was emphasized 

above that studies using micro data are preferable to studies using aggregate data, this study using 

aggregate data makes several significant contributions. 46 The first is the testing of the effect 

of the structural change in the economy on the employment rate of central city residents. The 

second is the use of labor force participation as the dependent variable. The paper is initiated 

from the popular contention that the growth of the service sector and the relative decline of the 

manufacturing base of the U.S. has adversely affected middle and low income individuals. 47 

45Thomas A. Moore and Aaron Laramore, "Industrial Change and Urban Joblessness: An 
Assessment of the Mismatch lHypothesis," Urban Affairs Quarterly (forthcoming 1990). 

46The data analyzed in this paper is from the 1970 and 1980 Census of Population and 
Housing. 

47This paper estimates the effect of the 1970 base level of employment in four sectors of the 
economy and the change in this level of employment in these sectors between 1970 and 1980 on 

http:individuals.47
http:females.45
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The results reveal that growth in the economy reduced the unempioyment rate for blacks, but had 

no effect on the unemployment rate of nonblacks. Moreover, the growth in the youth cohort had 

an insignificant effect on the employment of both blacks and nonblacks. With respect to 

education, increases in the number of high school graduates reduced unemployment among 

nonblacks, but was found to have no effect on the unemployment of blacks. While the 1970 

level of producer services had a negative influence on the unemployment level, all other sectoral 

variables measuring the change in the employment by sector displayed no systematic trends for 

the different race/sex groups and provided little support for the spatial mismatch hypothesis.48 

Leonard, in a study of the Chicago and Los Angeles labor markets, found that residential 

segregation significantly restricted the degree of racial integration occurring in the labor 

markets.4 9 The purpose of this study was to assess the degree of control firms had over 

integrating their work force. His hypothesis was that firms located in the suburbs employed 

persons from a largely white labor pool. In order to induce blacks to seek employment in the 

suburbs firms had to offer higher gross wages to blacks to compensate them for the commuting 

costs. Without this financial inducement the firms were unable to attract black workers and were 

thus less able, regardless of how willing, to achieve racial integration of their work force. His 

model tested for the affect of distance on the employment share of black and white males with 

the unemployment rates Lf central cities. 

48The authors use the Browning and Singelmann industrial classification for seciors of the 
economy. In this classification producer services includes the following industries: 
communication: banking, credit, and other financial services; insurance; real estate; engineering
and architectural services; accounting and bookkeeping; miscellaneous business services; and 
legal services. 

'TIis study uses the Equal Employment Opportunity data source which is a longitudinol data 
source consisting of individual establishment level data for 1974 and 1980. See Jonathan S. 
Leonard, "The Interaction of Residential Segregation and Employment Discrimination," Journal 
of Urban Economics 21 (1987):323-346. 

41
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blue-collar skills. Distance from the worker's residence to the work site was a significant 

deterrent to employment. This paper also found that residential segregation resulted in limited 

job opportunities for black men but not because of the migration of blue-collar job migration to 

the suburbs. Instead, this finding was attributed to increased commuting costs associated with 

employment sites located outside the ghetto. Limiting the residential location of workers limits 

the area in which they will seek employment. 

Labor Force Participation 

Unlike employment, the use of labor force participation may tend to understate the effect 

of the spatial mismatch.5 Even while accounting for retired persons and school-aged children 

this variable may not capture the full extent of the spatial mismatch on labor force participation. 

For instance, one could define the eligible participation group as those individuals between the 

ages of 18 and 65, except for those individuals still in school, and those with small children. 

While this definition certainly narrows down the group and consequently the amount of 

understatement of the problem, there may still be some degree of miscounting. The decision to 

stay in school is partially dependent on the opportunities in the labor market. This definition 

implies that the decision to remain in school is an exogenous choice when it is actually 

endogenous. A similar kind of argument may be made for women with small children. 

Although, some of these women may wish to work, a depressed labor market may prevent this 

from being feasible. If the market offers low wages such that it becomes more feasible to remain 

at home than to pay day care bills, the woman will remain out of the labor force. Moreover, this 

undercounting may be more acute for the lower income individuals than for other income groups. 

500n the other hand, this variaole may overstate the effect especially in the case of wome:n. 
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In addition to undercounting this variable gives no information concerning how the quality 

of jobs have been affected by the spatial mismatch. Nor does this variable give any information 

on the number of jobs available due to the mismatch. Labor force participation focuses on only 

the supply of labor but does not directly provide information concerning the demand for labor. 

Moore and Laramore also consider the effects on labor force participation rates of 

low-skilled inner-city residents. 51 Their results show that labor force participation has a strong 

historical nature to it so that labor force participation in 1980 is significantly related to labor 

force participation in 1970. This is by far the most influential variable in the model. The 

percentage change in the employment share of the manufacturing sector had a positive and 

statistically significant effect on the labor force participation of black females and nonblack 

males. This finding suggests thtat as more job opportunities become available, more individuals 

would enter the labor force. By the same argument, the percentage change in total employment, 

had a large positive influence on the labor force participation of all race/sex groups. An 

interesting result of this paper is that the percentage change in black employment had a 

significantly negative effect on the labor force participation rates of both white males and 

females. 

Ellwood found that race had a much larger affect on the employment levels of black 

youth than did accessibility.52 This lead to the statement that it was "race not space" which 

5 Moore and Laramore, "Industrial Change and Urban Joblessness: An Assessment of the 
Mismatch Hypothesis." 

52This study employs several data sources. The first of which is the 1975 Annual Housing 
Survey. The second is the 1970 Chicago Area Transportation Study. Both of these sources 
provide information on the residential and work site locations of individuals. In addition, the 
authors used the Census Employment Survey taken in 1970 of low income census tracts. See 
Ellwood, "The Spatial Mismatch -ypothesis." 

http:accessibility.52
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was the problem. 53 Ellwood constructed three different measures of job accessibility in the 

The import ratio preforned best of all the accessibility measures,employment equation. 54 

though the effects on employmen! were very small particularly when compared to the coefficients 

on the proportion of black families, the proportion of Spanish families, the proportion of poor 

families, and the proportion of the youth cohort in school.55  On the other hand the most 

influential variables were race which had a negative effect, proportion of youth cohort in school 

awhich had a positive effect, and the proportion of individuals living in poverty which had 

negative effect. In addition, Ellwood controlled for neighborhood effects by running separate 

equations for each of the 100 neighborhoods in Chicago and found that 	 within the same 

The results showneighborhood blacks and whites experienced different levels of employment. 


that when job access was held constant, blacks had on average lower levels of employment than
 

whites. 

In contrast to Ellwood, Ihluifeldt and Sjoq,,ist found that residential location did indeed 

youth employment differential. 56 The 
account for a significant portion of the black-white 

authors employed ordinary least squares, simple logit and a multinomial logit model to estimate 

53Ibid., p. 149. 

54Each of these measures is fuirther defined in several different ways. The first measure is 

defined as the percentage of all jobs located within 30 minutes by transit or the percentage of all 

blue-collar and service jobs located within 30 minutes by transit. The second measure is defined 

as the import ratio of all workers, the import ratio of blue-collar and service workers, or the 

import ratio of teenagers. The last measure is defined as the average tine travel for all workers, 

the average time travel for blue-collar and service workers, or the average time travel for 

teenagers. 

55The import ratio is defined in this context as the ratio of jobs to workers in the city. 

56The authors use data from the 1980 Public Use Sample of the Census of Population and 

Housing. See Keith R. lhlanfeldt and David L. Sjoquist, "The Black Youth Unemployment 
Working Paper No. I (Atlanta: Georgia State University,Problem," Policy Research Progran 

1990). 

http:school.55
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the joint decision between participation in the labor force and/or remaining in school. Running 

separate regression for males and females, the results indicated that accessibility had as much an 

effect on the level of white youth eniployment as it did on blacks.57 

Summary 

In research spanning 20 years much insight has been gained into the impact of residential 

location on the economic status of inner-city individuals. Many studies have attempted to 

determine the extent to which inner-city residents are penalized for their residential location in 

the presence of job suburbanization. The most popular venue for this has been by empirical 

testing of the spatial mismatch hypothesis. This paper provides a survey of the literature on this 

topic and the varitus results which have been obtained from these studies. 

According to this hypothesis, suburban housing market discrimination, in the face of 

continued migration of low-skilled employers to the suburbs, has resulted in decreased 

employment opportunities for minority residents in the inner city. Low rates of automobile 

ownership, poor means (if reverse cormmuting through public transportation, and lack of 

information about suburban jobs makes the suburban labor market less accessible to inner-city 

residents. Both the reduction in accessibility and the migration of employment opportunities to 

the suburbs are crucial pieces of this argument. Without a reduction in employment opportunities 

in the central city, restriction to the suburban labor market would be an irrelevant constraint, On 

the other hand, if accessibility were not limited by housing market discrimination, the"migration 

of firms would serve only to redistribute the employment sites of low-skilled individuals. 

57The rationale for this type of model is to capture the effect of endogeneity of the schooling 

decision. There is a sinultaneous decision between the decision to attend school and the decision 
to enter the labor market. 

http:blacks.57


42
 

The spatial mismatch hypothesis was first introduced and tested by John Kain in 1968. 

His findings indicated that housing market discrimination and job decentralization resulted in a 

substantial decrease in the number of jobs held by inner-city residents. Unfortunately, several 

weakness were found with this study, leaving his results suspect. Although, many other studies 

have since clarified our understanding of this issue, there still exists no consensus as to the effect 

of residential location on the economic status of inner-city residents. 

Recent works on this lopic are split into three categories based on their use of a dependent 

variable, labor force participation. earnings, or employment. Those testing the effect of 

residential location on labor force panticipation have usually concentrated their analysis on the 

youth in an effort to explain the racial differences in labor force participation among teenagers. 

Ellwood finds that race is a much more significant determinant of the labor force participation 

rates than residential location. In black and white neighborhoods with equal access to jobs, 

Ellwood finds that white teenagers are more likely to hold jobs than black teenagers. On the 

other hand, Ihlanfeldt and Sjoquist find that accessibility does affect this decision. 

Studies that test the effect of accessibility on level of earnings of iruer-city residents 

produce varying results. This is due in part to the different techniques used in the studies. One 

approach is to estimate wage gradients for an metropolitan area. The majority of these studies 

find that wages for low-skilled workers are higher in the suburbs than in the central city. 

Unfortunately, this approach does not provide any explanation for such a result nor does it 

provide information concerning other factors which may affect wages. A second group of papers 

estimates a straight-forward linear regression model. This approach furnishes information on the 

effects of each component of the regression equation, unlike the wage gradient. Such papers find 

that while accessibility matters, race is at least as significant a determinant of earnings.. 
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The last group of papers find niLxed iesults of the degree of access to the suburban labor 

market on the unemployment rate. Several papers conclude that low-skilled female workers have 

greater employment opportunities in the central city labor market than in the suburban labor 

market. Low-skilled male workers on the other hand would benefit from increased access to the 

suburban labor market. 

As one must now realize there remains much work to be done on this subject. For 

instance, this author could find no papers using micro data on the labor force participation of 

adults, such as a study which tests the affect of the spatial mismatch hypothesis on the labor 

force participation of female householders. A study of this sort may provide needed insight into 

the increase of poverty anong female-headed households. An additional variant to this type of 

stud, would be to consider the degree to which decentralization and accessibility contribute to 

underemployment or increased part-time employment among inner-city residents. Furthermore, 

considerable effort should be made to develop a general equilibrium framework for this 

hypothesis which would in turn lead to a systematic method for analyzing this ismue. Such a 

model would illustrate the efficient location of both firms, disaggregated by skill level, and 

individuals, again (lisaggregatd by skill level or education. An additional shortcoming of the 

previous studies has been the neglect of neighborhood factors and the effect of these factors on 

earnings, employment, mid labor force participation. Several papers find that race has a 

significant affect on the level of eanings but these models do not include other demographic 

effects such as the degree of segregation and the degree and concentration of poverty of the 

worker's residential location which may also contribute to the earnings of an individual. To the 

extent that these factors are also correlated with race, the estimates of the effect of race on 

earnings will be biased. Instead of ignoring these factors, efforts should be made to incorporate 

them directly into the model. 
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Perhaps the most significant con!n!ution yet to be tackled is the appropriate policy 

response to the entrapment of blacks in the inner city. If decentralization and accessibility do 

play a role in the socioeconormic status of inner-city residents, then what is the appropriate 

solution to this problem? Offering incentives to businesses to locate in the inner city would be 

very costly and would only serve to redistribute employment opportunities from the suburbs to 

the central city. This would not ntxeessarily result in a gain to welfare. On the other hand, 

relocation of inner-city individuals to the suburbs may cause additional relocation of suburban 

residents in an effort to live away from minority individuals. The effect of this secondary 

relocation on jobs for low-skillel min,oity residents and welfare of the urban area as a whole has 

no! been explored Therefore, regardless of whether we are able to state with confidence the 

relationship between !he socioeconomic status of imer-city individuals and the decentralization 

of jobs, additional studies should focus o1 the development of policy responses if i fact a 

relationship does exist. 
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