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Summary. Due to a scarcity of small-area jobs data, much of the spatial mismatch literature has
not directly addressed the impact of nearby jobs on neighbourhood employment rates. Such
analysis is particularly needed when considering the probable effects of neighbourhood-targeted
economic development. Moreover, the occupational mix of jobs and their match with resident
skills have not been dealt with adequately. A consistent measure of job proximity is found to have
a significant but modest effect on neighbourhood employment and unemployment rates, with a
standard deviation increase resulting in an increase in the employment rate of approximately
six-tenths of a percentage point and a reduction in unemployment of approximately three-tenths
of a percentage point. When considering occupational match and the average occupational level
of nearby jobs, the effect of nearby jobs is larger. Race and educational attainment are found to
have the largest effects on employment rates.

1. Introduction

The problem of geographically concentrated
and growing unemployment in urban areas in
the US has been well documented (Kasarda,
1993; Massey and Denton, 1993; Wilson,
1996). Policies aimed at mitigating this prob-
lem include supply- and demand-side
approaches. Supply-side policies include job
training and education efforts, as well as
programmes to increase the residential and
transport mobility of central-city residents so
that they have better access to suburban jobs.
Demand-side policies include economic
development efforts that create or retain jobs
in an area. More specifically, economic
development may involve creating jobs
throughout the entire metropolitan area or,

alternatively, might consist of job-creation
efforts in and around high-unemployment
neighbourhoods. Bartik (1991) and Freeman
(1991) argue that positive labour demand
shocks to metropolitan economies improve
the employment and, particularly, the earn-
ings prospects of black males, who dispro-
portionately live in high-unemployment
neighbourhoods. Such analysis, however,
does not argue convincingly that metropoli-
tan job growth will permanently and substan-
tially reduce unemployment in small areas
that have suffered from large increases in
unemployment over the past 30 years.
Neighbourhood job-creation policies are
often seen as more direct demand-side
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8 DANIEL IMMERGLUCK

attacks on the problem of concentrated
unemployment  than  metropolitan-wide
efforts. Such policies are concerned much
more with the spatial distribution of jobs
within a metropolitan area and much less
with the aggregate growth of jobs across an
entire metropolitan area. At the federal level,
economic development efforts targeting dis-
tressed urban neighbourhoods began after
World War II, starting with amendments to
the Housing Act of 1949 that authorised
federal funds for commercial redevelopment
projects. With the War on Poverty in the
mid-1960s came programmes such as Model
Cities and support for community develop-
ment corporations, which were later elimi-
nated or scaled back. With Nixon's New
Federalism came the Community Develop-
ment Block Grant in 1974, which is gener-
ally targeted to distressed census tracts
(Vidal, 1995; Eisenger, 1988). While such
policies have been aimed at economic devel-
opment, job creation has typically been only
one of many objectives, including the physi-
cal redevelopment of neighbourhoods,
access to goods and services and other qual-
ity of life issues. State and local govern-
ments have also adopted economic
development policies targeting small areas,
many with job creation among their primary
objectives. Among the most popular of state
policies have been enterprise zones, in which
tax and other incentives are used to attract
and create jobs, ostensibly for the benefit of
local residents (Butler, 1991; Erickson,
1992). The federal Empowerment Zone pro-
gramme is among the most recent major
initiatives in this arena.

Some who view intra-metropolitan space
as a major barrier to employment argue that
the promotion of residential or transport
mobility among inner-city residents provides
a more realistic or cost-effective approach
to reducing the spatial mismatch between
jobs and the unemployed (Rosenbaum and
Popkin, 1991; Hughes, 1995). Beyond the
questions regarding the feasibility of
redeveloping the economies of inner cities,
however, there remains the question whether
such development is likely to reduce
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unemployment among residents of these
areas.

This study uses 1990 journey-to-work
census data for the Chicago metropolitan
area to determine whether and to what extent
the presence of nearby jobs affects neigh-
bourhood employment rates. The methodol-
ogy is designed to be particularly relevant to
the context of neighbourhood-targeted,
place-based, development policies and to
consider the nature as well as the magnitude
of nearby jobs.

2. Previous Approaches to Determining
the Impact of Spatial Job Access on
Employment

Since Kain’s (1968) seminal work, a good
deal of research has been aimed at determin-
ing the effect of space on the employment of
blacks and others living far from growing
suburban job centres (Holzer, 1991;
Ihlanfeldt, 1992; Jencks and Mayer, 1990;
Kain, 1992). The methodologies used in
such research, however, have generally not
utilised sufficient geographical detail on job
locations to address, in a direct fashion, the
impact of jobs near small, high-unemploy-
ment areas, even though unemployment rates
vary greatly over very small distances. More
specifically, the literature has not focused on
the effects of jobs within radii consistent
with economic development policies that
target distressed neighbourhoods. This has
been due in part to the scarcity of small-area,
place-of-work or jobs data. Sources such as
the Public Use Microdata Sample (PUMS)
of the decennial census do not provide small
area specificity on job locations. PUMS dis-
aggregates central cities into too few place-
of-work locations making it insufficient for
identifying the number and types of jobs in
close proximity to a small neighbourhood
area. Studies that have attempted to estimate
the effect of job proximity or access (for
example, Thlanfeldt, 1993; Ilhlanfeldt and
Sjoquist, 1990) have often used proxies for
actual job proximity, such as commute
times, which may be biased. For example, if
commute time varies by race even after con-
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JOB PROXIMITY AND EMPLOYMENT RATES 9

trolling for spatial job access, skills and other
factors, then it is a biased proxy for spatial
Job access. In fact, after controlling for job
proximity, occupational level, age and other
factors, Immergluck (1996) finds that the
proportion of employed residents working
within two miles of their neighbourhood is
significantly lower in black Chicago neigh-
bourhoods than in white areas. Even among
studies that have used direct measures of job
proximity (for example, O’Regan and
Quigley, 1991), the geography has often
been too gross, including the use of central-
city—suburban job ratios. In other cases (for
example, Ellwood, 1986; Simpson, 1982,
1992), job-resident ratios have not been
symmetrically or systematically developed.

While some consensus appears to have
developed that spatial barriers to employ-
ment can be significant, the debate continues,
especially over the magnitude of the effects
and the appropriate specification of job-
access measures. In their analysis of 1990
Detroit data, Bauder and Perle (1995) find
that spatial job access has only a minimal
effect on job access, and Carlson and
Theodore (1997) find very small effects of
job proximity on earnings in examining 1990
PUMS and zip-code-level jobs data for
Chicago. In examining data for the San Fran-
cisco area, Raphael (1995) finds substantial
employment rate effects due to changes in
the number of jobs near the residential loca-
tion of workers. Rogers (1997) uses zip-code
job-access measures for the Pittsburgh area
to find, like Raphael, that an increase in the
number of jobs near workers’ places of resi-
dence reduces unemployment spells. Rogers
considers only job levels or job growth, and
not resident population densities, in her
specifications of job access, thus not account-
ing for how many other residents are compet-
ing for nearby jobs. None of these recent
studies seeks to measure the impact of jobs
near a neighbourhood at a radius consistent
with neighbourhood economic development
policy. Moreover, while some consider gen-
eral occupational levels and industrial mix,
none explicitly controls for the occupational
mix of nearby jobs vis-a-vis residents.

Reproduced with permission of the copyright owner.

The relative importance of changes in job
levels versus the raw levels of jobs remains
ambiguous. While it may be that the changes
in the number of jobs affect the number of
employment opportunities in an area, large
variances in job densities across urban areas
should result in neighbourhoods with more
nearby jobs also having many more gross job
openings at local firms over a given time
period. Holzer (1996) finds that gross open-
ings and gross hires are driven by employee
turnover, not net employment growth at
firms. Of course, net growth affects gross
hires, but because annual turnover runs on
the order of 20-25 per cent of total employ-
ment at a firm (Holzer, 1996), even substan-
tial growth or loss of employment might not
be as important as the raw level of jobs in
determining gross hires. Annual net job
growth or loss is likely to be modest com-
pared to annual turnover rates. For the dec-
ade from 1979 to 1989 on Chicago’s
predominantly black West Side, which bore a
disproportionate share of the city’s job loss,
the decline in jobs amounted to only 22 per
cent over the decade, or less than an average
of 2.5 per cent per year.'

Gross hires are likely to be an important
measure of nearby labour demand because as
the number of gross openings increases, the
opportunity for matches to arise between
nearby jobs and neighbourhood residents
should increase. Even if an area loses a
substantial number of jobs, if many jobs
remain in the area, regular employee
turnover will still create many openings, pro-
viding a relatively high level of appropriate
job matches with nearby residents. This is
not to say that net employment growth
should have no effect. Rather, it seems that
both raw level and net growth should be
expected to have some effect, and that raw
level may be more important given the mag-
nitude of annual employee turnover at firms.

A common problem with much of the
spatial job access literature is that it does not
distinguish among the occupations of jobs
located near residents or the degree to which
these jobs match the occupations of the resi-
dents. I develop a spatially uniform and con-
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sistent approach for measuring near-
the-neighbourhood job access consistent with
neighbourhood economic development pol-
icy and practice. I consider not only the gross
number of nearby jobs, but also the occu-
pational level of the jobs and their match to
the specific skills of neighbourhood resi-
dents.

Among the methodologies most relevant
to estimating the impact of job proximity on
neighbourhood unemployment rates are
those of Simpson (1982, 1992) and Ellwood
(1986). Simpson utilises data on jobs and
residents of 32 boroughs of Greater London
from the 1971 Census of England and Wales
to regress the borough unemployment rate on
the number of jobs per resident. He also
includes an occupational skill measure
among his independent variables. His results
suggest that a 10 per cent increase in
unskilled jobs in a borough with an equal
number of unskilled jobs and residents would
lower unemployment by 2.5 per cent. Simp-
son’s areas are very large, however, with
populations of the order of 250 000, not suit-
able for examining the problems of highly
concentrated unemployment in most cities.
He also utilises the same areas for measuring
job proximity that he uses for measuring
unemployment. As will be explained, below,
job proximity should be measured over a
substantially larger area than unemployment.

Using 1970 commuting survey data from
Chicago, Ellwood utilises a job proximity
measure he terms an ‘import ratio’, which is
equal to the number of jobs per resident-
worker in a relatively large community zone
that contains the smaller census tracts for
which he has worker data, including employ-
ment rates. He finds that a doubling of the
import ratio increases employment rates by
only one percentage point. Ellwood’s com-
munity zones are fixed aggregations of cen-
sus tracts and, so, are not constructed
symmetrically around each tract. Thus, many
tracts lie on the boundaries of the zones they
are in, making the zones poor measures of
job access. Finally, neither Ellwood nor
Simpson incorporates any comprehensive
measure of how well jobs near the neigh-
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bourhood match the occupational mix or
level of neighbourhood residents.

3. Developing a Model of the Small-area
Employment Rate

A comprehensive theoretical treatment of the
relationship between urban spatial structure
and urban unemployment is provided by
Simpson (1992), who develops a theory of
spatial mobility to explain urban unemploy-
ment problems. Simpson asserts that the
metropolitan areas consist of a series of
urban sub-divisions or local labour market
islands. Like Kain (1968), he argues that
mobility among the islands is costly in both
direct (travel costs) and indirect (job infor-
mation) terms. He assumes that all workers
prefer the local labour market of their place
of residence. According to Simpson, when
local labour market demand is high, local
wage offers are high as firms compete for
relatively scarce local workers. Workers
accept these offers and unemployment rates
are low. Wage offers for higher-skilled jobs
are less sensitive to local labour demand than
are offers for lower-skilled jobs, and higher-
skilled workers are assumed to adopt more
formal and spatially extensive job-search
strategies due to the sparseness of suitable
job opportunities across islands. Thus, spatial
barriers primarily affect low- and moderate-
skilled workers.

The potential for nearby labour demand to
affect small-area employment rates should be
especially strong in the case of large, densely
populated metropolitan areas with significant
traffic congestion such as Chicago, where
commute times can be substantial. Infor-
mation barriers may also be greater in more
segregated urban areas like Chicago. In these
areas, the knowledge of jobs in distant loca-
tions may be scarce, especially for lower-
skilled workers, due to greater levels of
social isolation.

I develop a model for small-area employ-
ment rates that builds on the work of Kain
(1968), Ellwood (1986) and Simpson (1992).
The model assumes a circular job catchment
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JOB PROXIMITY AND EMPLOYMENT RATES I

area extending a constant radius from the
centre of a small residential zone, so that the
zone employment rate is expected to increase
as the number of jobs within the catchment
area rises. Catchment areas with more jobs
generate more gross hires, which neighbour-
hood residents are likely to learn about more
easily than jobs farther away, and which pose
minimal commuting cost barriers. If proxim-
ity to jobs improves employment prospects
for zone residents as this model implies,
nearby jobs will be accessible to residents of
the nearby job catchment area as well. More
persons living in the nearby job area increase
the competition zone residents face for these
jobs. Thus, the measure of a zone’s physical
accessibility to nearby jobs should not be the
number of jobs alone, but the ratio of jobs to
the number of persons in the labour force
within radius d-—the nearby jobs-labour
force ratio.

Workers in higher-skilled occupations
have been found to conduct more spatially
expansive job-searches than workers in lower
occupational levels (Simpson, 1992; Gra-
novetter, 1992). Therefore, nearby labour
demand is not expected to affect the employ-
ment prospects of workers in high-skilled
occupations. A more complete set of employ-
ment determinants is drawn from the litera-
ture. (See Table 1 for a full list and
description of variables.) Key factors should
include measures of the average occupational
level and race of residents in the labour
force, and the similarity between the occupa-
tions of the nearby jobs and the occupations
of the zone labour force. The average occu-
pational level of nearby jobs may also prove
important, again based on the notion of a
wider geographical job-resident match pro-
cess for higher-skilled occupations. The gen-
der of the neighbourhood labour force may
also be an important factor because male and
female employment rates tend to differ.
Much of the recent literature on the problems
of urban employment has focused on the
particular problems of minority men. The
proportion of working-age persons under age
25 is expected to affect employment—and
especially unemployment—rates as unem-

ployment among youth is generally higher,
especially in urban areas. The resulting gen-
eral model for estimating the zone employ-
ment rate is:

e = o+ B(Jima/Rima) + Y(x1,-..X1) (1)

where, e = the employment rate for the work-
ing age population of the zone; Jyyw = the
number of jobs in low- and moderate-skilled
occupations within distance, d; Rimu = the
number of residents in low- and moderate-
skilled occupations in the labour-force
(including the unemployed) within distance
d; Jima/Rima = nearby jobs—labour force
ratio; xy, ...x; is a vector of characteristics of
zone residents, nearby jobs, and occupational
similarity between the two; and f is expected
to be positive.

The model presented in equation (1)
requires two types of geographical units.
First, the smaller residential zone must be
chosen. Because the model incorporates both
labour supply and demand factors, and
because labour supply characteristics, includ-
ing race and skills, vary greatly over rela-
tively small distances, a small zone is most
appropriate. Moreover, to ensure adequate
variances for independent variables and a
large number of observations for model esti-
mation, residential areas should be chosen as
small as is practical. The lower limit is deter-
mined primarily by maintaining sufficient
population in each observation to permit the
characterisation of zones across a variety of
features (for example, employment status,
occupation level, occupational dissimilarity)
and by the minimum disaggregation level of
the available data. In the data set used here,
the smallest unit is a half-mile-by-half-mile
area commonly called a quartersection,
which is adopted as the residential zone.

While employment rates can vary widely
over very small areas, zone residents seeking
and finding nearby jobs are more likely to
find work in some larger, surrounding area
than in the zone itself. The model utilises a
circular job catchment area of radius d sur-
rounding and including the zone. Jobs within
this catchment area are considered nearby.
Adopting a job catchment area that is sub-
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JOB PROXIMITY AND EMPLOYMENT RATES 13

stantially larger than the zone itself mitigates
problems of jobs—employment causality. If
the zone and job catchment areas were simi-
larly sized. then the jobs-labour force ratio
of equation (1) could be the result, rather
than the cause, of higher employment levels
among zone residents. With a job catchment
area much larger than the zone, this endo-
geneity is mitigated and the jobs—labour
force ratio can be treated as essentially
exogenous to resident employment.

In order to infer the impact on resident
employment due to targeted job creation, it is
helpful to choose a job catchment radius
generally consistent with current neighbour-
hood economic development policies. Neigh-
bourhood-targeted economic development
efforts in the US tend to serve arcas of the
order of 5-25 square miles. For example, the
federal Empowerment Zone programme lim-
its zone areas to 20 square miles. The eight
urban Empowerment Zones designated in
1994 range from 4.4 to 19.3 square miles in
area with those in the larger cities ranging
from 7.6 to 19.3 square miles (Great Cities
Institute, 1996). Assuming a job catchment
area that is circular, a range of 5-25 square
miles implies a radius of between 1.3 and 2.8
miles. Given this range, a 2-mile radius is
adopted around each residential zone or
quartersection.” The geographical units
adopted capture the labour supply differences
among urban neighbourhoods, provide a
large degree of freedom in statistical calcula-
tions, recognise the radial nature of surround-
ing labour markets, mitigate concerns about
job-employment causality, and are consistent
with neighbourhood economic development
policy.

Intra-urban data are susceptible to problem
of positive spatial autocorrelation, which
occurs when the regression residuals of a pair
of nearby observations are more similar than
those of more distant pairs. Indeed, given the
nature of the jobs—labour force variable and
small-area urban employment rates, some
degree of autocorrelation among OLS residu-
als is certainly likely. Two forms of spatial
autocorrelation are of concern, spatial error
and spatial lag. Spatial error specification is

appropriate when the error term is expected
to be correlated with error terms for nearby
observations. Ignoring this form of autocor-
relation does not affect the consistency of
estimators, only their efficiency (Anselin,
1988). Given the large size of the data set
here, a consistent estimator is sufficient. On
the other hand, ignoring a spatial lag form of
correlation, in which the dependent variable
is correlated with the dependent variable of
nearby observations, results in inconsistent,
biased estimators. Therefore, a spatially
lagged dependent variable is added to the
right hand side of equation (1):

e=o+ pw + B(Jima/Rima)
2l .o (DY)

(2)

where,  is a spatially lagged value of the
zone employment rate; and p is the spatial
autoregressive coefficient, and expected to be
positive; and f§>0 is expected.

The spatially lagged variable, w, is calcu-
lated by averaging the employment rates
observations within two miles, as identified
by a contiguity matrix (Anselin, 1992). For
large data sets, Anselin (1988,1992) provides
an instrumental variables approach for spatial
lag estimation. The contiguity matrix is used
to derive lagged values of each independent
variable, and then these variables are used as
instruments for the lagged dependent vari-
able, w.

4. The Data

The data used to estimate the model of resi-
dent employment shown in equation (2), as
well as an identical model for unemployment
come from the 1990 Census Transportation
and Planning Package (CTPP) Urban
Element for Chicago. The CTPP, which is
derived from the 1990 Census long-form sur-
vey of the population, provides information
on residents and job-holders aggregated at
small geographical levels (United States
Bureau of the Census, 1993). In the case of
Chicago, the CTPP data are generally aggre-
gated at the residential quartersection level,
which is used as the residential zone for
estimating equation (2). From the CTPP, a
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Figure 1. Employment rates for residential zones, March 1990.

data set was constructed for a large, central-
portion of the Chicago metropolitan area,
including most of the older parts of the re-
gion as well as a substantial number of newer
suburbs. For every residential zone in the
study area, variables describing jobs and resi-
dents within two miles are calculated. After
excluding observations in which there was
insufficient population to calculate variables
of concern (for example, employment rate,
occupational mix), those which were within
two miles of the central business district, and
a small number of pairs with identical loca-
tions (split quartersections), the resulting
data set consists of 1629 cases. The data set
includes variables describing residential
characteristics for each of the zones, as well
as variables describing jobs and residents in
the labour force within two miles of the zone.
Residents of these zones who are in the
labour force constitute approximately 80 per
cent.of the labour force in the study area and

Reproduced with permission of the copyright owner.

50 per cent of the labour force in the nine-
county Chicago metropolitan area.

Table 1 provides descriptive statistics for
the dependent variable and the independent
variables used to estimate equation (2). Fig-
ure 1 illustrates employment rates across the
study area. Many of the zones with low
employment rates, below the mean of 0.76
per cent plus one standard deviation (0.65
per cent total), are clustered on the west
(X=19-23 miles;: Y=26-28 miles) and
south (X =23-28 miles; Y= 14-24 miles)
sides of the central city. which are predomi-
nantly black, low- and moderate-income
neighbourhoods.’

The independent variable of primary inter-
est is the nearby jobs-labour force ratio,
Jim/ Ry in equation (2). This is equal to the
number of low- and moderate-skilled jobs
within two miles of the zone divided by the
number of persons in the labour force who
live within two miles of the zone and are not
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Figure 2. Jobs-labour force ratios for zones.

employed in high-skilled jobs. This ratio is
the principal measure of spatial access to
nearby jobs. It does not, however, measure
the occupational level of the jobs in the
surrounding area, nor does it measure the
differences between the occupations of
nearby jobs and the occupations of zone
residents. These characteristics are addressed
through separate independent variables dis-
cussed below. Figure 2 illustrates the jobs—
labour force ratios for zones in the data set.
High jobs—labour force levels are found in
the north-west suburbs surrounding O’Hare
Airport (X = 6-14; Y =31-38), many west-
ern Cook and DuPage County suburbs
(X =5-15; Y=23-27) and a cluster of north
suburban zones (X = 18-22; Y =136-38). In
the case of some of these areas, such as most
of DuPage County, nearby job densities are
not as high as in many central-city zones, but
relatively low population densities combined

er. F

residents in these newer areas result in much
higher jobs-labour force ratios than in the
central city.

The correlation between employment and
the jobs—labour force ratio is positive, as
expected by the model in equation (2), but
the magnitude is modest, with a coefficient
of 0.2704. Low and very low values of
nearby jobs—labour force on the central city’s
south side generally correspond to quite low
employment rates in many of these zones.
But many clear exceptions to this pattern
exist. One example is a small cluster of
predominantly black western Cook County
suburbs (X =15; Y=28) that exhibit low
employment rates and vet have large nearby
jobs—labour force ratios.

5. Results

Table 2 presents the results of the two-stage
least squares regression (2SLS) for esti-
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mating equation (2), as well as some
modifications of this specification, with
lagged independent variables used as instru-
ments. In all results, the autoregressive
coefficient is found to be positive and
significant at the 0.05 level.

The first column shows results for equa-
tion (2), except that the jobs—labour force
variable is excluded. All independent vari-
ables are significant at p = 0.01, except resi-
dent occupation level, which is not
significant. The second column shows results
after including the jobs-labour force vari-
able. Note that the magnitude of coefficient
on proportion black falls slightly, as the
lower jobs—labour force levels of black zones
are accounted for directly; overall, the
addition of the jobs—labour force variable has
only a modest impact on the results, includ-
ing a small effect on the other coefficients.
Moreover, the measures of fit improve only
minimally. Thus, adding the jobs—labour
force variable does not substantially alter the
large effects of race and skill on employment
rates; the magnitude of the proportion black
coefficient falls by less than 6 per cent and
the magnitude of the high-school education
variable  coefficient actually increases
slightly.

To guard against dominant effects of
observations  with extremely low or
extremely high jobs-labour force levels, the
data set was trimmed to omit 28 outliers. The
third column gives the results of estimating
equation (2) for the remaining 1601 observa-
tions. The major impact of removing the
outliers is a substantial increase in the autore-
gressive coefficient.

The results of the first three columns are
quite similar. Jobs—labour force is found to
have a positive effect on zone employment
rate, but the size of the effect, as revealed in
the standardised coefficient or ‘beta value’, is
quite modest. A standard deviation increase
results in an increase in the zone employment
rate of 0.06 standard deviation, or seven-
tenths of a percentage point. The jobs—labour
force-ratio, however, is not the only variable
that describes job proximity. Two variables
characterise the nature of nearby jobs and

Reproduced with permission of the copyright owner.
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their occupational match to neighbourhood
residents: the occupational level of nearby
Jobs and the occupational dissimilarity
between nearby jobs and employed residents.
If nearby jobs are, on average, high-skill,
they are expected to have less of an impact
on resident employment. Thus, higher job
occupation level is expected to have a nega-
tive effect on zone employment rates. Even
after accounting for the average level of
nearby jobs, the precise mix of occupations
may differ significantly from the occu-
pational experience of residents. Even if skill
levels are measured to be roughly the same,
those who tend to work in administrative
support occupations may not benefit much
from an abundance of nearby blue-collar
jobs. It is important to consider the average
occupational level of residents, the average
level of nearby jobs and the differences in
the occupational mixes. The results in Table
2 suggest that occupational level of nearby
jobs and occupational dissimilarity are more
important than the jobs-labour force ratio. A
standard deviation increase in the jobs—
labour force ratio occurring in conjunction
with standard deviation decreases in job
occupation level and occupational dissimilar-
ity would result in a predicted increase in the
zone employment rate of 0.22 standard devi-
ation, or 2.4 percentage points.

The two most important determinants of
the zone employment rate are the high-
school education and proportion black vari-
ables. A standard deviation increase in the
proportion of 18-year-olds with a high-
school diploma or equivalent results in an
increase in predicted employment of 0.39
standard deviation, or approximately 4.5 per-
centage points. The proportion of residents
who are black has approximately the same
size effect, with a standard deviation increase
resulting in a decrease in the zone employ-
ment rate of approximately 4.8 percentage
points. Due to racial segregation, the distri-
bution of proportion black is largely bimodal,
with modes near zero and one. Going from
an all-white zone to an equivalent, all-black
zone is equal to a three standard deviation
change and results in a decrease in predicted
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18 DANIEL IMMERGLUCK

employment rate of approximately 14 per-
centage points. Other determinants of the
zone employment rate with more modest
impacts include the gender of the zone labour
force, with more women leading to substan-
tially higher employment rates, and the pro-
portion under 25. Interestingly, proportion
Hispanic is positive and significant, with a
standard deviation increase resulting in an
increase in the employment rate of approxi-
mately 1.4 percentage points. This is consist-
ent with the literature finding that Hispanics
experience relatively high hiring rates com-
pared to other minorities (Holzer, 1996) and
that some employers prefer some Hispanic
ethnic groups even to white workers
(Kirschenman and Neckerman, 1991).

The fourth column of Table 2 provides
results for estimating equation (2) only for
those 186 zones whose populations are at
least 90 per cent black. Proportion black is
not used as an independent variable here. In
these results, only high-school education and
proportion under 25 remain statistically
significant, although resident occupation
level becomes significant in contrast to pre-
vious results. Thus, when analysing only pre-
dominantly black zones, job proximity is not
found to be a significant determinant of the
zone employment rate, and age and skill
factors become even more important. The
stronger, negative effect of proportion under
25 on employment rate is consistent with the
documentation of employment problems
among young blacks.

Table 3 repeats the analysis in Table 2 for
regressions of the zone unemployment rate,
rather than the employment rate. The
employment rate is affected both by unem-
ployment and by labour force participation.
Job proximity may increase the zone
employment rate by reducing unemployment
or increasing labour force participation, or
both. The most noticeable difference
between the results in Tables 2 and 3 is that
resident occupation level is highly significant
in the unemployment regression, but is
insignificant in the employment rate
regression. It is most likely that this is due to
more households in higher-income, higher-

Reproduced with permission of the copyright owner.

skilled areas that have one adult, often
female, who is not in the labour force and
who would not be expected to be drawn into
the labour force by better access to jobs.

As in the employment rate results, the
jobs—labour force variable, by itself, has only
a modest impact on unemployment, with a
standardised coefficient smaller than that of
any other variable. Again, however, job
occupation level and occupational dissimilar-
ity both have significant effects on unem-
ployment, so that simultaneous standard
deviation changes in all three variables could
result in a decrease in unemployment of 0.21
standard deviation or 1.3 percentage points.
But again, the largest single determinants of
zone unemployment are race and skills. Pro-
portion black is the largest single factor
affecting unemployment, with a standardised
coefficient of 0.44 and the predicted positive
effect. High-school education is the next
largest factor with a standardised coefficient
of 0.39 and the predicted negative effect. In
the unemployment results, however, resident
occupation level also has a negative,
significant effect. Proportion Hispanic and
female labour force are negative and
significant on unemployment, and proportion
under 25 is positive and significant. The
results for the analysis of predominantly
black zones are presented in the fourth
column of Table 3 and are generally consist-
ent with those in Table 2. One difference is
that occupational dissimilarity is found to be
significant in the unemployment resuits.

These results suggest that job creation and
retention in and around the zone will tend to
increase employment of zone residents mod-
estly. They also indicate that the degree to
which the particular occupational mix of
nearby jobs matches the occupational mix of
zone residents affects zone employment
rates. Finally, the impact of nearby jobs will
be greater if the average occupational levels
of the jobs is relatively low. Low-skilled
jobs, such as handlers and labourers, for
example, will increase employment rates
more than moderate-skilled jobs such as
administrative support or machine operator
jobs.
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20 DANIEL IMMERGLUCK

The results in Tables 2 and 3 show that a
number of other resident characteristics, in
addition to nearby labour demand, are
significant determinants of employment
rates. Two variables, proportion black and
high-school education, have a major impact
on employment rates, with standard devi-
ation changes in these independent variables
resulting in changes in the predicted employ-
ment rate of more than four percentage
points and in the predicted unemployment
rate of more than two percentage points. The
other variables, including proportion under
25, female labour force and proportion His-
panic, also have significant, but somewhat
more modest, effects.

Several employment barriers may underlie
the effect of the proportion black variable on
unemployment, including employment dis-
crimination, a lack of job networks and
unmeasured skill or educational differences.
Blacks continue to be victims of employment
discrimination  (Turner et al, 1991;
Kirschenman and Neckerman, 1991). Wilson
argues that the increasing concentration of
poverty in, and the exodus of middle-class
blacks from, black zones have left many
blacks with few personal connections to
working adults (Wilson. 1987). The social
isolation of many highly segregated, lower-
income black zones leads to a disconnection
from job networks, especially for lower-
skilled residents. Orfield (1990, 1991) argues
that the educational segregation and the
inferior schooling of blacks and central-city
students have led to large differentials
between black and white student achieve-
ment as well as between the achievement of
central-city and suburban students. Given the
large impact of race on employment and the
literature on the effects of education, net-
works and discrimination on black employ-
ment prospects, it is plausible that all three
factors are significant contributors to the race
effect found here. It might be argued that
unmeasured differences in  educational
resources and achievement are more respon-
sible for the race effect found here than
either employment discrimination or poor
access to job networks. The high-school edu-

cation variable and the occupational level
variables may not fully control for differ-
ences in basic skills and educational achieve-
ment. Those graduating from predominantly
inner-city public schools may not have
received as good an education as those
graduating from predominantly white and
often suburban schools, for example.
Because Hispanics in Chicago are more
likely to attend inner-city schools than whites
are, the fact that the proportion of zone resi-
dents who are Hispanic actually has a posi-
tive effect on employment rates suggests that
unmeasured skill differences are not the prin-
cipal cause of the poor employment rates in
black neighbourhoods. This is corroborated
by Holzer (1996), who finds that Hispanics
tare better than blacks in obtaining employ-
ment despite lower educational attainment
and less facility with English.

The finding that educational attainment is
a key determinant of neighbourhood employ-
ment rates corroborates Kasarda’s thesis that
the low skills of many urban residents
explain a good deal of employment problems
in an increasingly technological economy
(Kasarda, 1993). The strength of this variable
vis-a-vis the jobs-labour force variable sug-
gests that skill mismatch may explain more
of the urban neighbourhood employment
problem than spatial mismatch, although
both are significant. Moreover, the
significance of the occupational dissimilarity
variable demonstrates that local skill mis-
match, in which the jobs near a neighbour-
hood are poorly matched to the occupational
mix of neighbourhood residents, is also a
significant barrier to employment.

6. Conclusion

The empirical results above show that the
effect of nearby jobs on neighbourhood
employment depends not only on the ratio of
nearby jobs to nearby labour force, but also
on the occupational levels of the nearby jobs
and the match of residents’ skills with those
occupations. Combined, these three nearby
labour demand characteristics can have a
substantial effect on neighbourhood employ-
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ment rates. By itself, however, two-mile
jobs—labour force ratio has a very modest
effect on neighbourhood employment. This
suggests that efforts that seek solely to
increase the aggregate number of jobs very
near high-unemployment neighbourhoods are
not likely to improve resident employment
rates in these areas substantially. Job creation
and retention efforts should favour occupa-
tions similar to those of residents and efforts
should be geared toward lower-skilled jobs.
While low-skilled jobs are likely to pay less
than moderate-skilled ones, the moderate-
skilled jobs may be accessible only to a small
fraction of the unemployed—those who are
more likely to find employment without
development intervention. Moreover, on-
going spatial mismatch studies should pay
more attention to the occupational details of
job location patterns and be less hasty to
aggregate job types.

The analysis here does not consider jobs
that fall within some larger radius of a neigh-
bourhood zone, say 2—10 miles. It is possible
that a jobs—labour force ratio measuring this
somewhat less proximate labour demand
could prove more significant, although a
recent spatial mismatch analysis of the
Chicago area using a 20-minute commute
distance also finds very modest effects of job
levels on earnings (Carlson and Theodore,
1997). More research is also needed to ident-
ify appropriate spatial job access measures.
[s spatial labour demand best measured by
job levels, such as those utilised here, or by
changes in levels, or some combination of
the two? More theoretical and empirical
work that directly addresses how demand
should be specified is needed.

The other major conclusion is that reduc-
ing employment discrimination against
blacks, improving blacks™ access to employ-
ment networks, and improving the skills of
residents are likely to produce relatively
large improvements in employment rates in
high-unemployment neighbourhoods. Spatial
mismatch, while significant, appears to be
somewhat less important than race- or skill-
based barriers. The magnitude of the race
effect suggests that race-neutral employment

and economic development approaches will
not be sufficient for the problem at hand.
Black neighbourhoods suffer from much
lower employment rates even after con-
trolling for educational attainment, occu-
pation level, age distribution, gender, the
number of nearby jobs and the occupational
similarity of residents to those jobs. An all-
black neighbourhood in the Chicago area is
predicted to have an employment rate that is
13 percentage points lower, and an unem-
ployment rate that is approximately 8 per-
centage points higher, than a similar
all-white neighbourhood. Compounding the
direct effect of race on employment is the
fact that black neighbourhoods also suffer
from other conditions that lead to higher
unemployment, including lower average
occupational levels, higher ratios of unem-
ployment-prone youth, and lower nearby
jobs—labour force ratios. The result is that the
unadjusted mean unemployment rate for
neighbourhoods that are all-black (more than
90 per cent black) is 20 per cent, while the
mean unemployment rate among neighbour-
hoods with no black residents is 4 per cent—
a 16 percentage point difference. It is
unlikely that any one single policy initiative
will substantially reduce the problem of
highly concentrated neighbourhood unem-
ployment, but more attention to race and the
occupational match between job-creation
efforts and targeted residents appears to be in
order.

Notes

1. Based on unemployment insurance data from
the Illinois Department of Employment
Security, covering zip codes 60608, 60612,
60622-24, 60635, 60639, 60644, 60647 and
60651.

Because square, one-half-mile-by-one-half-
mile quartersections are the minimum aggre-
gation level of the data set used here, the
‘circular’ job catchment area is actually an
approximately circular group of 49 quarter-
sections including and surrounding the resi-
dential quartersection used as the residential
zone. All quartersections whose centres are
within a euclidean distance of two miles of
the residential quartersection centre are
included in the catchment area.

S

Reproduced with permission of the copyright-owner. Further reproduction prohibited without permissionyyy



22 DANIEL IMMERGLUCK

3. Figures 1 and 2 plot variable values for all
observations in the final data set. White
areas, with no data points shown. are either
zones with no population or were screened
out as described above. X is the east-west
co-ordinate, in miles, for a residential zone,
and Y, also in miles, is the north—south co-
ordinate. The origin (0,0) is the south-west
corner of the study area, a residential zone in
north-western Will County, so that all co-
ordinates are non-negative.
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