Years After Layoffs, Many Can't Match Old Salaries 
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Riviera Beach, Fla. - Chuck Dettman said he had not really considered the notion back in 2001 that he and his friends in a job-search support group would never recover from being laid off.

The country was in a recession then, as now, and the professionals who had just lost their jobs met weekly at a local job center to network and trade advice. Despite the national economic problems, they remained confident that they would not only find work but would also be compensated as they had been in the past.

Eight years later, however, most of the people who formed the core of Dettman's group have not made it back to their old income levels, even if they eventually landed jobs.

”I think there's maybe only one or two that have been successful in making what they did then,” Dettman said.

Taken together, their struggles are stark illustration that it can take years for a worker's earnings to bounce back after a layoff, and that it can take even longer for a layoff during a recession. Economists, in fact, say income losses for workers who are let go in a recession can persist for as long as two decades, a depressing prognosis for the 5.9 million people who have lost their jobs in the current recession.

”On average, most workers do not recover their old annual earnings,” said Till von Wachter, an economics professor at Columbia University, who recently completed a paper with two other economists that examined the long-term earnings of workers who lost their jobs in the recession of the early 1980s.

Wachter studied workers who had been with their companies at least three years, then lost their jobs when their employers reduced their work forces by at least 30 percent. He found that even 15 to 20 years later, most on average had not returned to their old wage levels. He also concluded that their earnings were about 15 percent to 20 percent less than they would have been had they not been laid off.

One of the main reasons for the drop-offs, according to economists, is that workers who endure a layoff are more likely to be laid off again.

”What tends to happen is the worker has to start over with a new employer, sometimes in a new industry,” said Ann Huff Stevens, an economics professor at the University of California, Davis. “You're at the bottom of the totem pole again.”

