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Introduction 

While the 1960s and 1970s were signified by marked progress towards race earnings equality, 

progress stalled in 1980s and the gap has stagnated and even opened among Black and White 

women in the past decades (Dozier 2010; Pettit and Ewert 2009; Western and Pettit 2005). Race 

earnings inequalities are particularly pronounced in higher-paying professional and managerial 

occupations (Grodsky and Pager 2001; Huffman and Cohen 2004). These occupations have been 

strongly affected by the externalization of job mobility since the 1980s. Fewer professionals 

build their career by climbing firm-internal job ladders, but instead they switch between 

companies more often (Bidwell, Briscoe, Fernandez-Mateo, and Sterling 2013; Cappelli 1999; 

Farber 2008; Hollister 2011). Previous studies on job mobility demonstrated that the 

externalization of job mobility is closely associated with trends in race earnings disparities 

(Dreher and Cox 2000; Kronberg 2010). That is, since the early 1980s, the race earnings gap has 

opened particularly among college-educated leavers while race differences stagnated among 

employees who stayed with their company (Kronberg 2010).  

This suggests increasing race inequality may in part be due to externalized job mobility. 

However, less research has explored possible mechanisms by which different career avenues (i.e. 

being hired or promoted into a position) affect labor market outcomes of Black and White 

employees. Likewise, it is unclear whether these differences emerge at the point of job entry or 

whether they develop over time e.g. as a result of steeper or flatter earnings growth. Put 

differently, are race differences explained by initial selection or do they emerge over time? This 

paper addresses this gap and examines how mode of job entry (hired vs. promoted) affects 

earnings of Black and White employees over time.  
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Most studies linking inequality and job mobility compared the effect of staying with one’s 

employer vs. leaving (e.g. Dreher and Cox 2000; Kronberg 2010; Kronberg 2013; Mouw and 

Kalleberg 2010), however to understand causal mechanisms it makes more sense to compare 

employees who are firm-internally vs. firm-externally mobile (i.e. promoted vs. hired). 

Moreover, to eliminate the possibility that mobility outcomes are due to systematic differences 

between jobs that are primarily accessed via promotion vs. hire, it is necessary to keep 

organizational and job characteristics as constant as possible. Ideally we would randomly assign 

employees to enter (identical) positions internally or externally. The next closest thing to an 

experiment is to study careers in a large organization, which holds organizational context 

constant and makes job titles and ranks comparable (Gorman and Kmec 2009). Likewise, large  

companies record employees’ movement fairly reliably, making it possible to distinguish 

between different types of internal moves (e.g. promotions, demotions, transfers) (Gerlach and 

Hubler 2009: 202). 

Thus similar to previous organizational research (e.g. Bidwell 2011; Petersen and Saporta 2004) 

I use longitudinal personnel records of a single large employer with over 5000 employees to 

examine how job entry modes are associated with race earnings disparities between 1997-2012. 

The longitudinal nature allows me to examine whether race differences exist at job entry or 

whether they unfold over time. While detailed job information allows me to control for 

differences between jobs. 

I find that race differences are not mediated by mode of job entry. Instead, the effect of job entry 

is moderated by race. Consistent with previous literature, newly hired employees receive higher 

starting salaries than employees who are promoted into the same position. This bonus is 

particularly large for Black employees, resulting in a smaller race gap among newly hired 
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employees than among promoted employees at job entry. Over time, the Black-White earnings 

gap among promoted employees remains unchanged. However, newly hired Black employees 

have significantly flatter earnings trajectories than White hires and thus fall behind quickly, 

resulting in an increase of the race earnings gap over time. Further event history analyses 

provided no evidence that highly-performing Black hires select into new job spells faster than 

high performing White employees. 

Earnings and Mode of Job Entry  

Several studies (Acosta 2010; Bidwell 2011; Edwards 1979; Tsoulouhas, Knoeber, and Agrawal 

2007) argue that incomplete information at the point of hire causes external applicants to receive 

higher initial earnings than internal incumbents: For instance, as future performance of external 

applicants is uncertain, companies tend to hire external applicants with particularly good 

observable performance markers, which results in a greater salary (Bidwell 2011; Chan 1996; 

2006). Likewise, changing employers is risky for employees. New hires are at risk of being fired 

if they underperform (Bidwell 2011). As job security with new employers is low, companies 

need to offer higher incentives to attract external applicants (Dreher and Cox 2000).  

 

There is strong empirical evidence that external applicants receive greater initial compensation 

than internal incumbents. Using personnel records of a large organization, Bidwell (2011) 

showed that earnings of external applicants were higher than of internal incumbents in 

comparable jobs. Using historical data from CEOs of Fortune 500 companies, Harris and Helfat 

(1997) found that those hired into a CEO position earned more than those promoted into a CEO 

position. Moreover, using retrospective career data from MBA graduates, Dreher and Cox (2000) 
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found that those who left their employer had higher earnings than those who have stayed with 

their first employer after graduation.  

 

Both human and social capital theory suggest that internal incumbents should receive higher pay 

increases over time than external hires. That is, promoted employees already possess some firm-

specific (or even job-specific) skills, knowledge and social ties, which should enable internal 

incumbents to perform at a higher level. This is supported by Bidwell (2011) who showed that 

performance ratings are significantly higher among internal incumbents and that it takes external 

hires several years to catch up. Using personnel records Bidwell (2011) found that over time, 

promoted employees received greater earnings increases than external hires do. 

 

Race Earnings Differences and Mode of Job Entry  

Race differences may arise from allocative mechanisms at the point of job entry, differences in 

treatment over time, or from a combination of both.  

 

Allocative Mechanisms – Race differences at entry via hire or promotion 

At the point of job entry, external applicants and internal incumbents go through a sorting 

mechanism in which they apply for a position, receive an offer and possibly negotiate that offer 

before they enter a job. There are several reasons why we can expect Whites do relatively better 

than Blacks in a hiring situation when compared to a promotion situation (i.e. the race gap is 

bigger among hired than promoted employees):  A growing body of literature highlights the 

importance of social capital for successful transitions between jobs (e.g. Granovetter 1995; 

McPherson, Smith-Lovin, and Cook 2001; Petersen, Saporta, and Seidel 2000). Social capital 
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describes the number and kinds of potential contacts individuals use to access different kinds of 

resources such as information (Granovetter 1995). Better access to information not only 

increases the likelihood of applying successfully, but also it is associated with higher starting 

wages (e.g., Brodt 1994; Fernandez, Castilla, and Moore 2000; Seidel, Polzer, and Stewart 

2000). While social ties are equally important for firm-internal mobility, internal incumbents 

may receive important job information through other channels such as official internal job 

postings. 

The greater important of social capital in the hiring process may lead to a greater race gap 

among hired than among promoted employees. McPherson, Smith-Lovin, and Cook (2001) find 

that “race and ethnicity is clearly the biggest divide in social networks today in the United 

States” (p. 420). Continuing segregation of social networks limits the number and kinds of 

potential contacts Black employees can draw on. This disadvantages Blacks in the process of 

finding and applying for positions with new employers (Petersen, Saporta, and Seidel 2000). As 

Black employees tend to be at a disadvantage with regard to social capital, it also puts them at a 

disadvantage in a labor market environment in which social capital becomes increasingly 

important.  

Additionally, social psychologists argue that the more ambiguous nature of the hiring 

process compared to internal promotions causes minorities to be more vulnerable to 

discrimination in the hiring process (Petersen and Saporta 2004). The social-cognitive approach 

to inequality (Bielby 2000; Reskin 2000; Ridgeway 2011; Ridgeway and Correll 2004) argues 

that individuals tend to carry (conscious and unconscious) stereotypes at all times. Once 

activated, these stereotypes or status expectation states affect individuals’ cognition and 

decision-making such that White employees are perceived to be more competent and more 
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deserving of rewards than Black employees (Biernat and Kobrynowicz 1997; Ridgeway 1991). 

Dovidio and Gaertner (2000) show that cognition and behavior is especially biased in ambiguous 

situations, in which individuals need to use their own discretion. In an experiment, participants 

were especially biased in choosing an applicant when the applicants’ qualificantions were neither 

outstanding nor insufficient, hence making the hiring situation ambiguous.  

On a larger scale, externalized job mobility might make Black employees more 

vulnerable to discrimination in the hiring process, as the problem of incomplete information and 

ambiguity is more prevalent during the hiring process. Presumably, hiring managers have less 

information about external applicants than about internal incumbents, who are already working 

for the organization (Bidwell 2011; Chan 1996). With greater ambiguity in the hiring process the 

social-cognitive approach predicts that the externalization should be associated with increasing 

race disparities. 

 

H1a: The Black-White earnings gap is greater among hired employees than among 

promoted employees in the same job.  

 

Alternatively we might find no differences in gaps as both the hiring and promotion process is 

heavily regulated by EEO laws. 

H1b: The Black-White earnings gap among hired employees is as wide as among 

promoted employees.  

 

 

Treatment Mechanisms – Race differences in subsequent earnings after entry 

 

It is less clear how race differences evolve over time in the same job. It’s possible that 

differences stay the same or open further over time.  
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H2a: The race gap opens faster among hired employees than among promoted 

employees. 

 

H2b: Race differences stay the same in both groups.  

 

Implications: 

In summary, there are three different scenarios that may explain greater earnings differences 

among hired employees. This has important policy implications as policies would have to focus 

on making the hiring process more equitable or policies would need to identify sources of why 

differences emerge only one to three years after employees have been hired.   

A) There may be race differences at entry, but no change over time.  

 

 

 

 

 

B) There may be no race differences at entry but an emerging gap over time. 

 

 

 

 

 

 

C) There may be differences at entry in addition to an emerging gap over time. 

 

 

 

 

 

 

Race gap – Hired Employees 

Race gap – Promoted Employees 

Race gap – Hired Employees 

Race gap – Promoted Employees 

Time in Job 

Race gap – Hired Employees 

Race gap – Promoted Employees 

Time in Job 

Time in Job 
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Data, Measures and Analytic Strategy  

Data Source 

Similar to Bidwell (2011) and Petersen and Saporta (2004), I use longitudinal personnel records 

of a large, private-sector company in the U.S. to examine the how mode of job entry affects 

subsequent earnings.1 ServiceInd’s 2 workforce grew from about 4,000 employees in 1997 to 

about 6,000 full-time employees in 2012, prompting it to draw on the external labor market 

while preserving internal opportunities to retain qualified personnel. On average 25% of all jobs 

are filled via promotions, while 40% of all jobs are filled via new hire. This makes it an ideal site 

to study modes of job entry as external hires and internal promotion occur frequently in 

comparable positions. 

 

The personnel data contain records for the organization’s entire workforce employed between 

1997-2012. 3 ServiceInd keeps an initial record for each employee and adds a new record each 

time an employee’s status changes (e.g. initial hire, change of departments, change of pay, 

promotions, a second position in the organization). Each of these records includes the date on 

when these changes became effective, what type of change has been made to the employee’s 

status and detailed job information (e.g. type of job, exempt status and annual pay rate) and 

demographic characteristics of the employee.  

1 The mode of job entry describes how individuals enter a position: e.g. via external hire, internal promotion or 
internal transfer. 
2 Pseudonym to maintain the organization’s anonymity.  
3 ServiceInd converted to new HR software in 1997. As a consequence, electronic personnel records are not 
available before 1997. 
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 ServiceInd offers positions in five broad occupational groups: blue collar workers (16%), 

clerical employees (20%), paraprofessional and technical employees (19%), professional (42%) 

and managerial/ executive employees (2%).4 

 

My analyses below will focus only on professional employees for two reasons:  First, the race 

earnings gap is particularly pronounced among professionals (Grodsky and Pager 2001; Huffman 

2004). Second, previous research on the effect of staying vs. leaving on earnings showed that the 

externalization of job mobility affected the earnings of professionals and managerial employees 

the most (Kronberg 2010; Kronberg 2013). 

 

Final Sample 

The unit of analyses are job spells, which start when individuals enter a new job e.g. via new hire 

or promotion. In the analyses I pool all job spells between 1997-2012 and control for years. Job 

spells end when employees changes jobs again e.g. because they get a promotion, get transferred, 

fired or because they quit. My analyses focus on full-time, regular employed individuals. I 

exclude temporary job spells as they may not experience the same earnings growth as regular 

employees. When temporary employees get converted into regular status (e.g. via rehire or 

promotion) they enter the new job spell and the analysis as regular employee.  

Additionally, my analyses focus on two racial groups: (non-Hispanic) White and Blacks. I 

exclude employees with missing race information. I also exclude other employees who identified 

4 For the purposes of annual EEO reporting, all positions are grouped into one of the 10 EEO-1 occupational groups. 
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as “mixed” as well as Hispanics, Asian, Native Americans, or Pacific Islander. Together these 

groups represent less than 10% of the total workforce.5  

I also exclude employees who have missing information on key variables such as annual 

earnings, hours worked per week, job title, department, race and education. Finally, similar to 

previous literature (Acosta 2010; Bidwell 2011; Chan 2006), I only focus on employees who 

entered ServiceInd in or after 1997 as prior employment histories (e.g. on which level they 

entered the organization) are not available. 6 

 

Analytic strategy 

To examine how the mode of job entry affects subsequent earnings, I use growth curve 

modeling. Growth curve models are particularly advantageous in assessing how job mobility 

affects individual earnings over time for two reasons: First, my research question focuses on how 

earnings grow over time and how these growth trajectories vary by race and mode of job entry. 

Growth curve models assess within-individual changes over time and how these vary between 

individuals (e.g. by race) (Raudenbush and Bryk 2002; Singer and Willet 2003).   

Second, my data are nested on three levels: Repeated individual observations (level 1) are 

nested within job spell (level 2), which are nested with employees (level 3). Growth curve 

models take into account error-clustering within and between individuals and thus give better 

estimates than OLS estimation. This is particularly true when there are only few time points per 

job spell – in this case, a maximum likelihood method would miss-estimate the effect of level 2 

5 Altogether, Hispanics, Pacific Islander, Native Americans, individuals with mixed racial identity or missing race 
make up 4% of the workforce. Asian employees constitute between 4-7% of the workforce. Initially I ran all 
analyses with White, Black and Asian employees but White-Asian differences were never significant. I decided to 
exclude Asians altogether for ease of interpretation. 
6 From the original sample I drop about 7.5% because they have missing information and another 14% because 
they are either temporary employees, employees that entered before 1997, have a race other than Black or White 
or are employed part-time. 
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(time-invariant job spell characteristics) and level 3 variables (time-invariant individual 

characteristics) (Raudenbush and Bryk 2002). 

 

On the first level earnings at time t, job spell j and employee e are determined by time-varying 

variables such as job tenure. Earnings are predicted based on an intercept (

 

 

 

), which represents average earnings in job spell j of employee e, and slopes, which represent the effect of other time-varying predictors such as job tenure (
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instance, the average effect of being promoted on (mean) income (
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Other/Unspecified. Ethnicity is recorded as Hispanic vs. Non-Hispanic. I only include employees 

who indicated White or Black as their primary race as they make up about 90% of the workforce. 

There are too few Asian and Hispanics employees to allow a separate analysis.  

 

Mode of job entry. The mode of job entry describes the avenue through which employees 

entered their current job. There are several ways to entering a job: New hire, rehire, promotion, 

transfers, and reorganizations.  

 

New hires are employees who are hired from the external labor market and who enter the 

organization for the first time. Rehired employees also entered the job via a hiring process, but 

they have worked for the organization before e.g. as temporary employee or in the previous 

season. ServiceInd records both the original and most recent hiring date. I classify hires as new 

hires when the original hiring date matches the most recent date. When the original date is before 

the most recent hire date, employees are re-hired 

 

To distinguish between the different types of internal moves, I rely on mobility information 

provided in the personnel records as well as on changes in earnings. The personnel records 

classify job changes as promotions, demotions, job reclassifications or transfers based on internal 

criteria. For example, when an employee is promoted, ServiceInd adds a new record to its 

database – this record contains the reason for adding a new record (e.g. promotion) and the 

effective date of the promotion, along with all job characteristics such as pay and exempt status.   

I classify job changes as promotion when ServiceInd labeled the changes as a promotion. 

Additionally, I code “job classifications” as promotions, when the reclassification is 
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accompanied by an upward change in pay grade.7 Employees are considered to be transferred 

when they have been classified as transfers or when their job was reclassified, but there was no 

change in pay grade, or when employees changed departments or divisions. I classify job 

mobility as part of an internal reorganization when more than 10% of the workforce in a 

department is new or when more than 10% of employees leave a department within one quarter.  

 

Controls 

Human capital. I measure education in terms of highest degree distinguishing between less than 

college, Bachelor’s degree, Masters or professional degree and PhD. I assess overall potential 

labor market experiences by subtracting years of education (based on highest degree) from age. 

To avoid collinearity with tenure, I use the labor market experience upon entry into a job spell. I 

gauge firm-specific experience using firm tenure and job tenure. Firm tenure assesses the total 

years an employee has worked for ServiceInd, excluding time during employment breaks and 

unpaid leaves of absences. Similar to labor market experience I only record the firm tenure when 

employees enter into a job spell (firm tenure at entry). Job tenure assesses the number of years an 

employee has worked in a specific job (excluding time on unpaid leave). Job tenure resets when 

employees enter a new job via rehire promotion, transfer or reorganization. Finally I also control 

the year of birth (centered at 1970).   

 

Job characteristics. There are 13 different job functions e.g. finance, communication, HR, IT or 

general administrator. As each of these job functions are tied to different occupational labor 

markets, my models includes dummy variables for each function Within each job function 

7 Bidwell and Chan solely rely on changes in earnings and classify a change as a promotion when it is accompanied 
by a 7% or 10% pay increase, respectively. Instead of relying on changes in pay, I used changes in pay-grades 
because a change in pay grade presumably signals a change of position in the overall pay structure. 
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employees can hold different hierarchical job ranks: I derived job ranks from pay-grades, which 

vary between 200 and 900. Within each job function, most employees are assigned to three to 

five different pay-grades (e.g. HR is heavily concentrated in grades 230-234), but there are also 

few employees in the grades below and above. I divide employees into five ranks8 based on 

average earnings in each pay grade and on the relative distribution of employees over these 

ranks. Thus, the lowest rank (0) identifies the employees with the lowest rank in that job 

function, whereas the highest rank (4) identifies employees with the highest pay-grades in their 

job function.  

 

The fourth set of controls assesses work group characteristics. This includes percentage of 

new hires and exits. I calculate all percentages separately for each combination of organizational 

division and job function. 

 

Other controls include fixed effects for each calendar year as well as division fixed effects (32 

divisions). Divisions are relatively autonomous and differ in size, growth pattern and the amount 

of revenues generated, which affects compensation levels as well as turnover. I also control for 

overall labor market conditions by including the monthly unadjusted unemployment rate on the 

state level (provided by BLS).  

 

 

 

8 I chose 5 because most job groups are concentrated in 3 pay-grades. Thus the lowest rank indicates those who 
are “below the norm”, the highest rank “above the norm” and the other three each indicate a distinct rank. Some 
job functions have less than 5 ranks when employees were concentrated in only one or two ranks (e.g. 
supervisors).  
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Results 

Descriptive Earnings 

Figure 1 shows average annual earnings by race and job tenure. It suggests that while White 

earnings are greater than Black earnings – these earnings differences are the smallest at job entry. 

As job tenure increases, average earnings of Whites increase somewhat faster than Blacks’ 

earnings, resulting in a widening of the total race earnings gap. 

*** Figure 1 here ***  

Figure 2 shows average earnings for hired and promoted employees by job tenure. Without 

controlling for job ranks, promoted employees have higher earnings than hired employees and 

this gap stays approximately the same for the first 4 years. Among employees who stay in their 

job for more than 5 years average earnings begin to vary widely, which is mostly due to the 

decreasing sample size.  

*** Figure 2 here *** 

In this regard Table 1 shows the make-up of the sample by job tenure (pooled across all years). 

Column 1 displays the total number of job spells that have lasted 0, 1, 2 … 10 years. Turnover is 

relatively high as many employees get promoted, quit, get transferred or terminated in the first 4 

years. The second column shows the number of jobs spells held by Black employees. The 

percentage is relatively stable at around 29%. The third and fourth column show the percentage 

of jobs that have been entered via promotions separately for Black and White employees. 

Likewise, the fifths and sixth column shows the percentage of job spells that have been entered 

via new hire. Approximately 25% of jobs are entered via promotion while about 40% of jobs are 

entered via new hire. These percentages are almost identical across race, meaning Black 

employees are as likely to enter via hire (or promotion) as White employees.  
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*** Table 1 here *** 

While black and white employees do not differ in the ways they enter jobs, they do with regard 

to other individual characteristics (e.g. education) and job characteristics (such as job function 

and grade).  To account for these differences I will use multivariate growth curve models below 

to determine how race and mode of job entry affect earnings 

*** Table 2 here*** 

Multivariate Findings 

Table 3 shows the multivariate growth curve estimates of earnings. Model 1 shows average 

earnings at job entry (intercept) and the earnings growth as job tenure increases (job tenure and 

job tenure-squared), controlling for human capital differences and job characteristics as well as 

division, job function, rank and year fixed effects.   

Model 1 shows that initially there is no significant growth in real earnings (job tenure) and 

eventually even a decline in earnings as job tenure increases (tenure-squared). Put differently, 

initially earnings are mere inflation adjusted, but employees see no significant raises and thus 

their real earnings do not increase. As employees stay longer in their position, raises become 

rarer and real earnings decrease.   

*** Table 3 here *** 

Demographics 

In Model 2, I examine the effect of demographics on earnings. The main effect for race indicates 

race earnings differences at job entry, while the interaction between race and job tenure 

estimates the average difference in earnings growth as job tenure increases. At job entry there are 

pronounced race and gender differences such that Black earn less than White employees (b= -

0.021) and men earn more than women (b = 0.034). Over time, gender differences stay the same, 
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while race differences increase (b= -0.003). Thus while gender differences originate mostly at 

the point of entry, race differences also originate at the point of entry, but then widen with 

increasing job tenure, controlling for human capital, job characteristics, year, division, job 

function and rank.  

 

Mode of Job Entry 

Model 3 examines the effect of job entry mode on earnings. At the point of entry, promoted 

employees earn significantly less than employees, who were hired into the same job rank. This is 

consistent with previous literature (Bidwell 2011; Dreher and Cox 2000). As job tenure 

increases, the gap between hired and promoted employees does not close (or open) further.  

 

Demographics and Mode of Job Entry 

In Model 4, I add job entry mode to the race estimator. I find that neither the effect of race nor 

the effect of job entry mode changes in direction, magnitude or significance (which is not 

surprising given that Black and White have the same likelihood of entering a job via promotion 

or hire). This suggests that mode of job entry does not mediate the effect of race.  

 

Mode of Job entry BY Race 

In the final model (M5) I add the interaction between mode of job entry and demographics, to 

examine whether the effect of job entry mode is moderated by race or gender. This is clearly the 

case for black and white employees and but not for men and women. 

The non-significant interactions between gender and mode of job entry indicate that benefits of 

being hired vs. promoted are equally distributed among male and female employees. Likewise, 
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earnings growth among hired and promoted employees does not further depend on gender as 

indicated by the non-significant interaction between job tenure, mode of job entry and male. 

On the contrary, Model 5 shows that upon job entry the promotion penalty is greater for Black 

employees than White employees. As job tenure increases, the race gap stays approximately the 

same among promoted employees, while it significantly increases among newly hired employees 

due to Black hires falling behind (see Figure 3).  

*** Figure 3 here *** 

With regard to the three scenarios discussed above, none of them held true. Instead Figure 4 

below shows that the race gap at job entry is smaller among hired employees than among 

promoted employees. However, over time the race gap increases among Black and White hires 

whereas it stays the same among promoted employees. 

*** Figure 4 here *** 

Subsequent Job Mobility 

Some of the effects found in Table 3 and Figure 3 may be explained by Black and White 

employees leaving their job spells at different rates. E.g. high performing Black hires may be 

fast-tracked for further promotions. For this purpose the remainder of the paper will examine 

how race and mode of job entry affect subsequent mobility. Specifically, Table 4 shows the 

predictors of future promotions, voluntary exits of the organizations (i.e. quits) or involuntary 

terminations (e.g. fired, laid-off, contract ended).   

*** Table 4 here *** 

Demographics 

Black employees are less likely to be promoted and more likely to be involuntarily terminated 

than White employees, controlling for human capital, job characteristics as well as year, division, 
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job function and job rank fixed effects. While there are no gender differences in the probability 

of receiving a promotion and leaving voluntary, men are significantly more likely to be fired or 

laid off.  

 

Mode of Job Entry 

Controlling for HC and job characteristics, being promoted is not associated with smaller odds of 

receiving an additional promotion, or with leaving voluntarily. Instead, being promoted is 

initially associated with a reduced risk of involuntary termination. This effect however, 

disappears once I control for the interaction between mode of job entry and demographic 

characteristics (see additional Table 7).  

 

Intersection between Mode of Job Entry and Race. 

Additional analyses show that race differences and the effect of mode of job entry operate 

largely independent of each other (see additional Tables 5,6, and 7). That is, the effect of race 

and gender remain the same when controlled by mode of job entry. Again, this suggests that race 

effects are not mediated by mode of job entry. 

Likewise, as the interactions between mode of job entry and demographic characteristics are 

mostly non-significant the effect of job entry mode is not moderated by race and gender, when 

predicting future job mobility. There is one exceptions, however: While being Black or having 

been promoted has no effect on voluntary turnover by itself, Model 2 in Table 4 shows that 

Black employees are much less likely to quit after they have been promoted (controlling for 

individual and job characteristics).  
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Education and Experience 

Finally, when predicting future job mobility, Table 4 suggests that skills are key in explaining 

promotions and voluntary termination but not involuntary terminations. The most important 

predictor of a promotion is overall education as those with greater education are also getting 

promoted faster.  

Likewise, employees with more labor market experience, a bachelor or graduate degree 

are also more likely to leave voluntarily (perhaps when they did not receive a promotion).  

While education and experience are strong predictors of promotions and voluntary turnover, it 

appears that other job characteristics such as % of employee newly hired and % turnover are 

stronger predictors of involuntary terminations. In jobs with many new hires, fewer people are 

fired. On the contrary, in jobs in which many people are exiting, employees are also more likely 

to be terminated.9 

In additional analyses not shown here, I also examined whether the effect of race and job 

mode on future job mobility depends on a) earnings, b) highest degree, c)initial job rank, and d) 

performance. For instance, the flatter earnings trajectory among newly hired Black employees 

may be explained by high-performing Black hires being fast-tracked into a promotion, thus 

leaving the group of newly hired. Results showed that future mobility by race and mode of job 

entry does not further depend on current earnings, education, job rank or current performance 

(i.e. the main effects were significant but not the interaction with performance and race or mode 

of job entry). Thus there is no evidence that highly-performing Black hires select into new job 

spells faster than high performing White employees (I ran these analyses once for all employees 

and then just for those who entered as new hire).  

9 In additional analyses I also controlled for percent growth/decline of division, but that did not affect the effect of 
% newly hired and % turnover.  
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Discussion and Conclusion 

Previous research showed that firm external mobility (i.e. being hired) is associated with greater 

race inequality than staying with one’s employer. Using longitudinal employment records of a 

single large employer, I examine at what point in time these differences emerge: Are race 

differences explained by differences in starting salaries at the point of job entry or do they 

emerge after employees have been in their job for a few years?  

My results show that race differences in earnings are pronounced at job entry and 

increase even more with job tenure. Likewise, promoted employees receive lower initial earnings 

compared to new hires and this gap remains unchanged with increasing job tenure. I find that 

race differences are not mediated by mode of job entry, because race effects on earnings and 

future mobility remain unchanged when controlled by mode of job entry.  

Instead, race appears to moderate the effect of job entry mode: Being newly hired into a 

position is associated with greater initial earnings than being promoted into an equivalent 

position. Contrary to my hypothesis, initial hiring bonuses are particularly high among Black 

employees, causing the race gap to be smaller among hired employees than among promoted 

employees at job entry. One possible explanation is the effect of EEO regulation on demand for 

Black professionals. That is, as companies have to demonstrate equal employment and given that 

Black continue to be underrepresented among professionals, the demand-supply ration may be 

greater  for Black professionals (relative to White professionals) (Neumark and Stock 2006) 

allowing this group to bargain for higher wages. This bargaining power may be lost when Black 

employees get promoted.  
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Moreover I find that, over time, earnings of newly hired Black employees increase at 

much lower rates than everyone else, causing the race gap to widen with increasing job tenure. 

This is quite significant as about 40% of all job spells are entered via external hire. 

The flatter earnings growth for black hires may be explained if particularly high-performing 

Black Employees enter a new subsequent job quickly after getting hired (e.g. they are fast-tacked 

for promotions). However, event history analyses showed that such fast-tracking of high-

performing Black employees (measured via earnings, highest degree and performance) into 

promotions does not take place. Likewise, high performing Black employees are not significantly 

more likely to leave voluntarily than white high-performing employees. An alternative 

explanation would be that there may be a perception (by decision makers or employees 

themselves) that Black professionals with high entry wages were paid “too much” (perhaps 

compared to Black promoted employees) and have a harder time receiving additional raises.   

Overall it appears that neither of the scenarios discussed at the beginning held true (Hypothesis 

1a and 1b), as in fact the race gap is smaller among hired than promoted employees. However, 

over time Hypothesis 2a was confirmed as the race gap increases among hired employees 

relative to promoted employees in the same positions. As a consequence future research should 

investigate why Black hires loose the ground they gained at job entry and fall behind the longer 

they stay in their job.  
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Figure 1. Average Earnings by Race and Job Tenure 

 

Figure 2. Average Earnings by Mode of Job Entry 
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Table 1. Race Composition and Mode of Job entry by Job Tenure 

 

Table 2. Descriptive Statistics by Race

 

Job Tenure N % Black Black White Black White
0 8464 29% 25% 25% 40% 40%
1 6600 29% 26% 26% 39% 40%
2 3701 29% 27% 27% 39% 39%
3 2052 29% 28% 27% 40% 39%
4 1140 28% 32% 28% 44% 41%
5 636 29% 31% 28% 44% 41%
6 363 27% 29% 26% 46% 44%
7 201 26% 35% 26% 35% 48%
8 126 26% 33% 20% 36% 53%
9 75 29% 41% 21% 27% 62%
10 44 25% 55% 12% 36% 76%

% Job entered via 
Promotion

% Job entered via   
New Hire

Race Diff
mean mean

Annual Earnings 61189 56879 4310 ***
Bachelor Degree 0.45 0.44 0.01
Master's Degree 0.36 0.34 0.03 ***
PhD 0.06 0.03 0.03 ***
LM Experience in yrs at entry 13.59 13.52 0.06
Job tenure in years 1.44 1.41 0.03
Firm tenure at entry in mths 105 95 9.82
Job rank 0 0.10 0.12 -0.02
Job rank 1 0.24 0.26 -0.02 ***
Job rank 2 0.20 0.24 -0.04 ***
Job rank 3 0.24 0.24 0.00
Job rank 4 0.22 0.14 0.08 ***
year of Birth 1968 1968 -0.77 ***
Male 0.23 0.32 -0.09 ***
Group hiring prob 2.24 2.37 -0.13 ***
Group turnover prob 1.89 1.97 -0.08 ***

N job spell - years 16652 6750.00

White Black
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Table 3. Growth Curve Estimates. 

 

(continued) 

 

 

 

 

 

 

(Intercept) 10.390 *** 10.390 *** 10.390 *** 10.390 *** 10.390 ***
job tenure 0.000 0.001 0.002 *** 0.003 *** 0.003 ***
job tenure-squared -0.002 *** -0.002 *** -0.002 *** -0.002 *** -0.002 ***
At Entry: Demographics 

Black -0.021 *** -0.021 *** -0.017 **
Male 0.034 *** 0.033 *** 0.033 ***

Over time: Demographics
Job tenure * Black -0.003 *** -0.003 *** -0.005 ***
Job tenure * Male 0.001 0.001 + 0.002 *

At Entry: Mode of Job Entry
promoted -0.011 *** -0.011 *** -0.008 *

Over time: Mode of Job Entry
job tenure*promoted 0.001 0.001 0.000

At Entry : Mode BY Demographics
promoted*black -0.013 *
promoted*male 0.003

Over Time: Mode BY Demographics
job tenure * promoted*black 0.004 **
job tenure * promoted*male -0.003 +

Model 1 
Controls

Model 2
Controls
+ Dem.

Model 3
Controls

+Job Entry

Model 4
Controls 

+ Job Entry 
+ Dem.

Model 5
Controls

+Job Entry
+ Dem.

+JE * Dem
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Table 3 continued. 

 

Dependent variable: Annual earnings rate (full-time equivalent).  
HLM took into account clustering of observations over time (level 1) in job spells (level 2), 
which are clustered in employees (level 3)    
* p<0.05, ** p<0.01, *** p<0.001 
 

 

 

 

 

 

Controls
Bachelor Degree 0.087 *** 0.084 *** 0.085 *** 0.082 *** 0.081 ***
Master's Degree 0.156 *** 0.153 *** 0.152 *** 0.149 *** 0.149 ***
PhD 0.205 *** 0.197 *** 0.201 *** 0.194 *** 0.193 ***
LM experience 0.008 *** 0.008 *** 0.008 *** 0.008 *** 0.008 ***
Firm tenure 0.000 0.000 0.000 0.000 0.000
Group turnover prob at entry -0.003 -0.003 -0.002 -0.002 -0.002
Group hiring prob at entry 0.005 ** 0.005 ** 0.005 ** 0.005 ** 0.005 **
Group turnover prob 0.000 0.000 0.000 0.000 0.000
Group hiring prob -0.001 ** -0.001 ** -0.001 * -0.001 * -0.001 *
% unemployed in State 0.001 *** 0.001 *** 0.001 *** 0.001 *** 0.001 ***
Starting year
Division 
Job function 
Job Rank 

N jobspell-years
N jobspells
N employees
LL
BIC

34,311 34,353 34,493 34,535
-67,857 -67,900 -67,999 -68,043

8,464 8,464 8,464 8,464
4,772 4,772 4,772 4,772

yes yes yes yes

23,402 23,402 23,402 23,402

yes yes yes yes
yes yes yes yes

yes yes yes yes yes
yes
yes
yes

23,402
8,464
4,772

34,547
-67,906
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Figure 3. Predicted earnings by race and mode of job entry, 1997-2012 

 

 

Figure 4. Predicted race gap by mode of job entry relative to White earnings, 1997-2012 

 

31 
 



DRAFT: PLEASE DO NOT CIRCULATE Anne Kronberg “Job Avenues and The Race Earnings Gap” 

Table 4. Predictors of subsequent job mobility 

 

Note: Dependent variable = job exit via promotion, voluntary exit or involuntary exit.  
 
Results are based on a simple cox model, which I ran separately for each outcome (promotion,  
voluntary turnover). In each analysis the other types of job exits are treated as censored. 
Coefficients represent the Hazard Ratios.  Errors are clustered within individuals. I excluded the 
lowest rank (which is mostly entered via hire) and the highest rank (in which further promotions 
become very rare).  
*** p<0.001, ** p<0.01, * p <0.05, + p<0.1 
 

 

Black 0.76 * 0.99 2.30 ***
Male 1.10 0.92 1.59 *
Promoted 1.15 1.02 0.62
Promoted * Black 1.03 0.73 * 0.88
Promoted * Male 0.86 1.00 0.78

Labor Market Experience 0.99 1.08 *** 1.05 *
Bachelor's Degree 1.64 *** 1.36 *** 1.04
Graduate Degree 1.86 *** 1.50 *** 1.19
firm tenure 1.00 1.00 1.00
year of birth (cent. at 1970) 1.01 1.12 *** 1.03
Group hiring prob 1.10 * 0.96 0.79 **
Group turnover prob 0.99 1.17 *** 1.34 *
Group hiring prob at entry 1.03 0.92 * 1.13
Group turnover prob at entry 0.92 0.99 0.81 +

Year
Division
Job Function 
Starting Job Grade
N subjects 
N failures
LL
BIC 14,633 23,720 4,844

909 1,449 275
-6,923 -11,458 -2,064

Yes Yes Yes
6,391 6,391 6,391

Yes Yes Yes
Yes Yes Yes

Prom Vol TER Invol TER

Yes Yes Yes
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Table 5. Predictors of Future Promotions (detail)  

 

Note: Dependent variable = job exit via promotion  
 
Results are based on a simple cox model. Other types of job exits (e.g. exits) are treated as 
censored. Coefficients represent the Hazard Ratios.  Errors are clustered within individuals.  I 
exclude the lowest rank (which is mostly entered via hire) and the highest rank (in which further 
promotions become very rare).  
*** p<0.001, ** p<0.01, * p <0.05, + p<0.1 
 

 

 

Black 0.71 *** 0.72 *** 0.76 *
Male 0.97 0.98 1.10
Promoted 1.12 1.11 1.15
Promoted * Black 1.03
Promoted * Male 0.86

Labor Market Experience 0.98 0.99 0.99 0.99
Bachelor's Degree 1.58 *** 1.71 *** 1.63 *** 1.64 ***
Graduate Degree 1.75 *** 1.96 *** 1.87 *** 1.86 ***
firm tenure 1.00 1.00 1.00 1.00
year of birth (cent. at 1970) 0.99 1.01 1.01 1.01
Group hiring prob 1.09 * 1.10 * 1.09 * 1.10 *
Group turnover prob 0.99 0.99 0.99 0.99
Group hiring prob at entry 1.02 1.03 1.03 1.03
Group turnover prob at entry 0.92 0.92 0.92 0.92

Year
Division
Job Function 
Starting Job Grade
N subjects 
N failures
LL
BIC

909
-6,925
14,633

6,391
909

-6,934
14,533

Dem* Job Entry

Yes
Yes
Yes
Yes

6,391

14,563
-6,939

909
6,391 6,391

909
-6,930
14,613

Yes
Yes
Yes
Yes

Job Entry Dem + Job Entry

Yes
Yes
Yes
Yes

Dem

Yes
Yes
Yes
Yes

33 
 



DRAFT: PLEASE DO NOT CIRCULATE Anne Kronberg “Job Avenues and The Race Earnings Gap” 

Table 6. Predictors of Future Voluntary Turnover (detail)  

 

Note: Dependent variable = job exit via voluntary exit 
 
Results are based on a simple cox model. Other types of job exits (e.g. promotion) are treated as 
censored. Coefficients represent the Hazard Ratios. Errors are clustered within individuals.    I 
excluded the lowest rank (which is mostly entered via hire) and the highest rank (in which 
further promotions become very rare).  
*** p<0.001, ** p<0.01, * p <0.05, + p<0.1 
 

 

 

Black 0.91 0.91 0.99
Male 0.90 + 0.89 + 0.92
Promoted 0.95 0.94 1.02
Promoted * Black 0.73 *
Promoted * Male 1.00

Labor Market Experience 1.09 *** 1.08 *** 1.08 *** 1.08 ***
Bachelor's Degree 1.40 *** 1.39 *** 1.37 *** 1.36 ***
Graduate Degree 1.57 *** 1.54 *** 1.52 *** 1.50 ***
firm tenure 1.00 1.00 1.00 1.00
year of birth (cent. at 1970) 1.13 *** 1.12 *** 1.12 *** 1.12 ***
Group hiring prob 0.96 0.96 0.96 0.96
Group turnover prob 1.18 *** 1.17 *** 1.18 *** 1.17 ***
Group hiring prob at entry 0.93 * 0.92 * 0.92 * 0.92 *
Group turnover prob at entry 0.99 0.99 0.99 0.99

Year
Division
Job Function 
Starting Job Grade
N subjects 
N failures
LL
BIC 23,614 23,636 23,651 23,720

1,449 1,449 1,449 1,449
-11,464 -11,466 -11,463 -11,458

Yes Yes Yes Yes
6,391 6,391 6,391 6,391

Yes Yes Yes Yes
Yes Yes Yes Yes

Dem Job Entry Dem + Job Entry Dem* Job Entry

Yes Yes Yes Yes

34 
 



DRAFT: PLEASE DO NOT CIRCULATE Anne Kronberg “Job Avenues and The Race Earnings Gap” 

Table 7. Predictors of Future Involuntary Turnover (detail)  

 

Note: Dependent variable = job exit via involuntary exit 
 
Results are based on a simple cox model. Other types of job exits (e.g. promotion) are treated as 
censored. Coefficients represent the Hazard Ratios. Errors are clustered within individuals.    I 
excluded the lowest rank (which is mostly entered via hire) and the highest rank (in which 
further promotions become very rare).  
*** p<0.001, ** p<0.01, * p <0.05, + p<0.1 
 

Black 2.28 *** 2.28 *** 2.30 ***
Male 1.73 *** 1.69 *** 1.59 *
Promoted 0.52 *** 0.55 *** 0.62
Promoted * Black 0.88
Promoted * Male 0.78

Labor Market Experience 1.08 *** 1.05 * 1.06 * 1.05 *
Bachelor's Degree 1.15 0.99 1.05 1.04
Graduate Degree 1.44 + 1.09 1.20 1.19
firm tenure 1.00 1.00 1.00 1.00
year of birth (cent. at 1970) 1.05 * 1.03 1.03 1.03
Group hiring prob 0.79 ** 0.79 ** 0.79 ** 0.79 **
Group turnover prob 1.33 * 1.36 ** 1.33 * 1.34 *
Group hiring prob at entry 1.13 1.12 1.12 1.13
Group turnover prob at entry 0.82 + 0.82 + 0.82 0.81 +

Year
Division
Job Function 
Starting Job Grade
N subjects 
N failures
LL
BIC

-2,074 -2,092 -2,067 -2,064
4,746 4,800 4,771 4,844

6,391 6,391 6,391 6,391
275 275 275 275

Yes Yes Yes Yes
Yes Yes Yes Yes

Yes Yes Yes Yes
Yes Yes Yes Yes

Dem Job Entry Dem + Job Entry Dem* Job Entry
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