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[image: ]For as long as the government has kept track, the economic statistics have shown a troubling racial gap. Black people are twice as likely as white people to be out of work and looking for a job. This fact was as true in 1954 as it is today.
The most recent report puts the white unemployment rate at around 4.5 percent. The black unemployment rate? About 8.8 percent.
But the economic picture for black Americans is far worse than those statistics indicate. The unemployment rate only measures people who are both living at home and actively looking for a job.
The hitch: A lot of black men aren't living at home and can’t look for jobs — because they’re behind bars.
Though there are nearly 1.6 million Americans in state or federal prison, their absence is not accounted for in the figures that politicians and policymakers use to make decisions. As a result, we operate under a distorted picture of the nation's economic health.
There's no simple way to estimate the impact of mass incarceration on the jobs market. But here's a simple thought experiment. Imagine how the white and black unemployment rates would change if all the people in prison were added to the unemployment rolls.
According to a Wonkblog analysis of government statistics, about 1.6 percent of prime-age white men (25 to 54 years old) are institutionalized. If all those 590,000 people were recognized as unemployed, the unemployment rate for prime-age white men would increase from about 5 percent to 6.4 percent.
For prime-age black men, though, the unemployment rate would jump from 11 percent to 19 percent. That's because a far higher fraction of black men — 7.7 percent, or 580,000 people — are institutionalized. 
Now, the racial gap starts to look like a racial chasm. (When you take into account local jails, which are not included in these statistics, the situation could be even worse.) “Imprisonment makes the disadvantaged literally invisible,” writes Harvard sociologist Bruce Western in his book, "Punishment and Inequality in America." Western was among the first scholars to argue that America has locked up so many people it needs to rethink how it measures the economy.
[image: ]Over the past 40 years, the prison population has quintupled. As a consequence of  disparities in arrests and sentencing, this eruption has disproportionately affected black communities. Black men are imprisoned at six times the rate of white men. In 2003, the Bureau of Justice Statistics estimated that black men have a 1 in 3 chance of going to federal or state prison in their lifetimes. For some high-risk groups, the economic consequences have been staggering. According to Census data from 2014, there are more young black high school dropouts in prison than have jobs.

Overall, about 60 percent of young white dropouts and 36 percent of young black dropouts were employed in 2014, according to the Census's Current Population Survey. But there's a caveat to that number. It excludes people in prison or otherwise institutionalized.
The Census separately measures this population. According to that data, about 7.6 percent of these white men were institutionalized in 2014. (Overwhelmingly, this means jail, but it could also mean a mental hospital or a nursing home.) For black men, the fraction is so staggering, it seems like a typo — 29 percent of black male high-school dropouts between the ages of 20 and 34 were institutionalized in 2014.
[image: ]When you add in all of the incarcerated, the numbers become much bleaker and the racial gaps much wider. In reality, only about 54 percent of young white male high-school dropouts had jobs in 2014. And only 25 percent of their black counterparts were employed.
 


As the above numbers indicate, there are more young black male high school dropouts behind bars than have jobs. This is a very high-risk population. But even if we zoom out, the data still are skewed.
Here are the same numbers for all prime-age men in 2014. Officially, 84 percent of white men between 25-54 were working in 2014, compared to 71 percent of black men. After including the incarcerated, the fraction of white men who have jobs hardly changes. But the black employment-population ratio drops to 66 percent.
[image: ]

How incarceration has changed the economy
The prison boom has made such a dent that recently, social scientists have completely reconsidered how much progress the black community has made in recent decades.
Derek Neal, an economist at The University of Chicago, and Armin Rick, an economist at Cornell, argue that mass incarceration has masked a lot of economic pain and a lot of inequality.
The official statistics are "very deceptive when the trends in the fraction incarcerated are changing,” Neal says. “You can actually measure an increasing employment rate or a falling unemployment rate simply because, over this period, we’ve put more of the people who have trouble finding jobs in prison.”

Neal and Rick explored a slightly different thought experiment. What if all these men had never been arrested? What if they all had jobs? What if they were earning wages on par with similar men with similar levels of education?
The effects are not all expected, or even necessarily positive. According to Neal and Rick’s calculations, if all these prisoners were actually working, they would drag down the median white wage by just a little, but it would drag down the median black wage by a lot, since so many black men are incarcerated.
The chart below shows the hypothetical black-white wage gap compared to the actual black-white wage gap, among men who are 11-15 years out of school. The 1960s and 1970s yielded incredible economic progress for black Americans — dividends from civil rights reform. But the trend stalled in subsequent decades. Then, the financial crisis hit, wiping out much of those past gains.
Neal and Rick find that in 2010, black men earned about 75 cents for every dollar white men out of prison made. But if all the men in prison also had jobs, there would be a lot more inequality — black men would only be earning about 65 cents on the dollar. Had all these people been on the job market instead of in prison, they would have competed with other workers for jobs, driving wages down.
[image: ]

“The growth of incarceration rates among black men in recent decades,” they write, “combined with the sharp drop in black employment rates during the Great Recession have left most black men in a position relative to white men that is really no better than the position they occupied only a few years after the Civil Rights Act of 1965.”

Western and Pettit argue that the wages for low-skilled black workers in the 1990s rose in part because incarceration reduced the number of people competing for work. As incarceration rates slowly start to fall, there will be pressure on the economy to absorb some of the most hard-to-employ people in society. "Somehow we're going to have to figure out how to address the really severe employment problems of low-skill men," Western says.
This will prove particularly difficult because mass incarceration's ill effects are concentrated in places already in distress. Researchers once estimated that, in some inner-city neighborhoods, up to one-fifth of the young black men are behind bars at any given moment.

In their absence, their communities start to fracture. So when they get out, they find that there are no jobs and no support networks. "The impact of incarceration on communities and the impact of communities on reentry together create a pernicious cycle of decline," professors Jeffrey Morenoff and David Harding wrote in the Annual Review of Sociology in 2014.
For now, there are still so many people behind bars that it continues to warp our sense of reality. Recently, politicians challenged Federal Reserve chair Janet Yellen to recognize the vast racial inequalities in the economy. They cited the black unemployment rate — twice the white unemployment rate. But however bad those numbers seem, the truth, after accounting for incarceration, is even worse. So perhaps the next time the jobs report comes out, there could be an extra chart to recognize the 1.6 million prisoners in America. 
They don’t show up anywhere in the government’s measurements of economic activity, but their absence is dearly felt.
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The unemployment rate would be much higher for African-
Americans if you took into account all the men in prison
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The actual fraction of men who have jobs is lower, after
accounting for mass incarceration
Data for male HS dropouts aged 20-34
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Percent of men aged 25-54 who have jobs
0 20 40 60 80

83.6% (adjustec

Black men 71% (CPS)

66% (adjusted)

Source: Census CPS and ACS
WAPO.ST/WONKBLOG




image5.jpeg
Among men with moderate work experience, the median black
wage was 75% of the white wage in 2010.

But if so many people hadn't been locked up, the black wage would have been only
65% of the white wage.
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