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Abstract
A panel discusses ongoing and prospective developments in the US labor market. Michael Horrigan points out that job losses 
in the COVID recession were heavily concentrated among women, minorities, and less-educated workers. In turn, these 
groups have shown less progress regaining jobs, and many have left the labor force. Horrigan shows that the industry con-
nection between vacancies and wage increases is not at all tight, suggesting that traditional explanations that labor shortages 
are a matter of wages not clearing the market needs to be modified. Misty Heggeness notes that much of the weakness in 
women’s recent labor force participation has been by working mothers, but that their behavior has not been radically differ-
ent than in the past. Policies that address the concerns of working mothers could lessen the possibility of swings like those 
recently seen. Kate Bahn expands to discuss more specific such policies, including paid leave, paid sick leave, more predict-
able work schedules, greater income support, as well as a revival of unions, as means to not only alleviate hardship, but also 
to increase labor market efficiency. Michael Strain contends that federal policy greatly enhanced consumer demand, but the 
income support programs, along with other problems, have restricted supply, leading to some of the distortions observed in 
the labor market. While he supports some of the policies proposed by other panelists, he is leery about the effects of specific 
government programs that have been offered.
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1  Mike Horrigan

Good morning. It is an absolute pleasure to be here in per-
son. It's been a while for all of us. I have five topics. I'm 
going to talk about the nature of employment losses from 

February to April last year, then the so-called “She reces-
sion,” followed by a look at the nature of long-term unem-
ployment, then the problems of what I call the “near” unem-
ployed, and finally the broad question of whether there is a 
labor shortage.

1.1  The 2020 employment losses

First a look at the broad moves in payroll employment. Fig-
ure 1 indexes the level at 100 in December 2007. We lost 
22.2 million jobs between February and April 2020. About 
76% of the jobs lost were regained as of August. Figure 2 
examines the size of the 2020 job losses across four-digit 
industries, grouped by their average weekly wage as reported 
in the QCEW.

You were low wage if your average weekly wage in 
your industry paid less than 2/3 of the national average, 
between 2/3 and 1.8, I called you middle. And above that, 
I called you high wage. Just based on that simple statisti-
cal discrimination, I found 64% of the job losses were in 
low wage industries. To give you a more real aspect to it, I 
list the top ten industries in terms of employment declines 
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between February and April, regardless if they were low, 
middle, or high wage (Table 1).

And you can see, for example, offices of dentists really 
suffered in the beginning parts of the recession until they 
figured out how to come back in terms of providing ser-
vices. But in terms of low wage, you see restaurants, you 
see traveler accommodation, clothing stores, daycare ser-
vices, and drinking places that are perennial lower wage.

1.2  The She Recession

To move on, it's been called the She Recession. I don't dis-
pute that. It's a very clever term in terms of capturing the 
essence of what happened between February and April, and 
what's going on now. A less sexy term is what I call it, basi-
cally, those with less than a BA, with particular impacts on 
women and minorities recession.

85

90

95

100

105

110

115

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

In
de

x(
De

c2
00

7
=
10

0)

85

90

95

100

105

110

115

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

In
de

x(
De

c2
00

7
=
10

0)

Source: Bureau of Labor Sta�s�cs Current Employment Survey & Upjohn Ins�tute

Fig. 1  Non-farm employment index
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Source: U.S. Bureau of Labor Statistics’ Current Employment Statistics Program for employment, Quarterly Census of Employment and Wages for  average weekly wages, and 
author calculations. 

Fig. 2  64% of job losses from Feb to April 2020 were in low wage* establishments
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That's not quite as catchy a phrase. But it's still the same 
kind of impact. And what I have in Fig. 3 is a device that 
I'll repeat in many slides: showing the share of employ-
ment in February 2020 for a number of groups, and next to 
it the share of the total employment declines from Febru-
ary to April that was experienced by that group.

What you can see, for example, is that minority females 
represented 11.8% of employment, but accounted for 21% 
of the employment decline. These three groups, minority 
males, white, non-Hispanic females, and minority females, 
had a 61% share of the decline.

In Fig. 4 I compare the absolute number of jobs lost in 
each of the groups in Fig. 3 to the number of jobs regained 
since April 2020. What you see is that females in particu-
lar have had a relatively hard time regaining the employ-
ment that they lost at the beginning of the recession. So 
what I find also interesting is if you take a look at the 
groups with a BA or more, their employment losses were 
far less.

But among that group, out of the total, what you see is 
among those groups, whites, white males and females, and 
I divided it in terms of non-Hispanic, what you find is that 

Table 1  Ten industries accounted for over half of the employment declines from February to April 2020

Source U.S. Bureau of Labor Statistics' Current Employment Statistics Program, seasonally adjusted data

Industry Employment change Feb–April 2020 
(thousands)

Cumulative change as a percentage of 
total employment change, Feb–April 
2020

Restaurants and Other Eating Places (5254) 24.7
Employment Services (1122) 29.9
Other Amusement and Recreation Industries (898) 34.1
Traveler Accommodation (891) 38.3
Clothing Stores (634) 41.3
Personal Care Services (613) 44.2
Offices of Dentists (555) 46.8
Special Food Services (384) 48.6
Child Day Care Services (373) 50.3
Drinking Places (Alcoholic Beverages) (338) 51.9
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Fig. 3  Females with less than a BA and minority males had a disproportionate share of the employment declines early in the pandemic recession
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females have had a relatively harder time regaining their 
employment.

1.3  Long‑term unemployment

Long-term unemployment is a key issue out of any reces-
sion. The Great Recession was a good example, we had 

about 45% of the unemployed at one point were long-term 
unemployed, 27 weeks or more (Fig. 5). That rate has actu-
ally been coming down in recent months. Right now, the 
long-term unemployed are 37.3% of the unemployed. So 
a little bit of progress there. But it in terms of who is it 
impacting, the same kind of story is about to emerge. What 
you find (Fig. 6) is that among those with less than a BA, 
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Fig. 4  Females with less than a BA have had an especially difficult time regaining employment since April 2020
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Fig. 5  Percentage of unemployed out of work 27 weeks or longer
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minorities pick up a disproportionate share of long-term 
unemployment.

1.4  The “Near” unemployed

If you remember, between February and April 2020, when 
people were losing their jobs, if they were laid off, but they 

were expecting recall, whether they looked for work or not, 
it didn't matter, they were unemployed.

That's the definition. If you were laid off, and you were 
not expecting recall, and you were not searching for work, 
probably because of a thing called the pandemic, and the 
governor in your state probably said, “Stay home,” you were 
actually classified appropriately as being out of the labor 
force.
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Fig. 6  Among those with less than a BA, minorities make up a disproportionate share of long-term unemployment

2,000.0

4,000.0

6,000.0

8,000.0

10,000.0

12,000.0

Source: U.S. Bureau of Labor Sta�s�cs’ Current Popula�on Survey Program. Not seasonally 
adjusted data.

Fig. 7  Persons out of the labor force who currently want a job, in thousands
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Between February and April, the size of the out of labor 
force group grew by 6 million (Fig. 7). It was a dramatic 
increase. There's a very large group of people that are out 
of the labor force currently, that can come back in the labor 
market, that I think get kind of lost in sort of the news cov-
erage of the impact of the pandemic on the quote, “Unem-
ployed,” or what I call in this case, the near unemployed.

I'm going to look at it from two perspectives, one just the 
group itself. Females with less than a BA make up a dis-
proportionate share of those who are out of the labor force 
(Fig. 8). Their employment share in February '20 was 27%. 
Their share of the out of labor force group is now 45%.

Another way of looking at it is to focus on a subset of the 
out of the labor force group: those who are currently out of 
the labor force, but want a job, and cite one of a variety of 
reasons as to why they can't look for work or take a job, such 
as childcare issues, they need training, they don't believe 
work is available in the area.

That's actually shown some progress (Fig. 9). That num-
ber rose dramatically during the recession. It's really come 
down. It was 7 million in May, but it was 5.8 million in 
August. So that's been some progress.

But, there's always a but. I went to the CPS tapes and 
focused on three reasons that are given for not looking for 
work: childcare, family responsibilities, and transporta-
tion. Those rose during the recession (Fig. 10). They've 
pretty much been stable every since. In terms of who is 
being affected by these problems, as of August ‘21, 60% 
are females with less than a BA (Fig. 11). Hence, again, I 

see this as a recession that has really particularly hit those 
with less than a BA, with a particular emphasis on females 
and minorities. 

1.5  Evidence on labor shortages

Part of the theme here, and what we're hearing from employ-
ers is, “We can't find workers.” We do a lot of work at the 
Upjohn Institute talking about this with employers in the 
region. And it is a theme that I think is being repeated 
throughout the country.

Now certainly people are anxious to see what happens 
once the supplemental payments for UI are finished, the 
$600, now down to $300, and then gone. But, in addition, 
I think there's this notion that there's a mismatch going on 
between the skills that firms want and the skills that work-
ers have.

I think long-term unemployment is a key aspect of what 
could be an emerging issue. I think it was definitely a big 
issue during the Great Recession. If you're going to look for 
evidence of a shortage, I could probably do 30 slides on that.

Think of what a shortage is. From theoretical perspective, 
I define it as the persistence of vacancies in the face of rising 
wages. In other words, the market tries to calibrate, but it 
doesn't. Well, theory doesn't really give you a lot of guidance 
as to what data to look at.

So I like to look at a variety of pieces of data. I'm 
going to show you two here. My list does not, but could, 
include things like overtime, and whether or not bonuses are 
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Fig. 8  Females with less than a BA make up a disproportionate share of those who are out of the labor force
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being paid.  The two I am going to look at are job openings 
relative to hires and whether or not firms are actually taking 
the step to increase their wage offers. The minimum wage 
in Michigan, for example, is $9.25 an hour.

The average starting wage for a lot of occupations is much 
higher than that. So you can see there is a need, I think, in 
some markets to really increase wages. So what does the 

evidence show? Well, first what I'm going to show is how far 
back do we have to go in terms of employment?

We've got 5.3 million jobs left to fill to get back to 
pre-pandemic levels for (Table 2). I highlighted two rows 
here, professional and business services, and construction, 
because I'm going to use those two examples for the short-
age data.
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Fig. 9  Number of individuals who are out of the labor force who report currently wanting a job now but cite a variety of barriers to looking for 
work, in thousands
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Fig. 10  Number of individuals who are out of the labor force and currently want a job now but cited childcare, family responsibilities or trans-
portation issues as barriers to looking for work, in thousands
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Let's first look at overall (Fig. 12). What I'm looking at 
here is JOLTS data, Job openings and Labor Turnover Sur-
vey. Basically, since late 2020, job openings have greatly 
exceeded hires. There's been this growing gap between 
openings and hires, which is one indicator, of many, of a 
shortage.

In terms of wages, look at Table 3. This is the change in 
average hourly earnings for all private employees. In April, it 
started rising. And it has been pretty steadily increasing ever 
since. This theme is going to get repeated for professional 
and business services (Fig. 13; Table 4).

It's almost identical. Rapid increase in job openings rel-
ative to hires starting in late 2020, and wages, also starting 

in April, rising. But take a look at the employment gains. 
They're not as strong the rising wages; there are problems 
in the labor market in terms of making that match, in terms 
of getting the payroll employment gains that firms seem to 
want now that we have some semblance of normalcy, or 
getting some semblance of normalcy, out of the recession.

But if you look at construction, it's a completely differ-
ent story. Openings and hires are in alignment (Fig. 14; 
Table 5). But despite that fact, wages also began to rise 
noticeably in April. And you can sort of see that alignment 
between openings and hires is revealing itself in very tepid 
and, in fact, negative payroll employment changes in most 
of 2021.
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Fig. 11  August 2021 composition of Fig. 10 Group

Table 2  Job losses and gains by industry (thousands)

Source U.S. Bureau of Labor Statistics' Current Employment Statistics Program, seasonally adjusted data

Industry Job lost from Feb 2020 to 
trough month

Job gains from trough month 
through June 2021

# of jobs left to reach 
pre-pandemic levels

Non-farm 22,362 17,029 5333
Food Services and Drinking Places 5975 5009 966
Health Care 1617 1103 514
Professional and Business Services 2387 1919 468
Arts, Entertainment and Recreation 1333 957 376
Accommodation 1015 659 356
Retail Trade 2375 2090 285
Durable Goods Manufacturing 945 672 273
Temporary Help Services 998 736 262
Social Assistance 701 468 233
Construction 1113 881 232
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Fig. 12  Private job openings and hires (thousands)

Table 3  Comparison of monthly changes in payroll employment and average hourly earnings, all private employees

Source U.S. Bureau of Labor Statistics' Current Employment Statistics Program, seasonally adjusted data

Change from prior month Jan 2021 Feb 2021 March 2021 April 2021 May 2021 June 2021 July 2021 Aug 2021

Average hourly earnings 0.01 0.08  − 0.03 0.20 0.14 0.13 0.11 0.12
Employment (thousands) 122 622 724 226 555 808 798 243
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Fig. 13  Job openings have exceeded hires since late 2020 in professional and business services
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So obviously there's many other issues going on in con-
struction, for instance in terms of supply chain issues, in 
terms of turnover. There's a lot more turnover. And there 
are also more contract employees who get hired, and not 
be captured in the actual construction industry data.

But it is interesting that in that industry, despite the fact 
that they're increasing wages, job openings are not as high 
or out of alignment with hires. The last slide (Table 6) just 
shows the trend across all industries. Basically the top 
two panels show all the industries that have openings that 
are either greatly exceeding hires, that top list, or they're 
recently outpacing hires, like in leisure. The two for which 
they're in line, construction and retail trade, are also indus-
tries for which there's a lot of turnover.

2  Misty Heggeness

Thank you for showing up today. I’m really excited. I feel 
very lucky to be here. I'm Misty Heggeness. I work as an 
economist and senior advisor for Evaluations and Experi-
ments at the U.S. Census Bureau. My comments are my own 
and do not necessarily represent those of the Census Bureau.

I'm going to be talking about the supply side of our cur-
rent labor market, with a focus on caregiving, and in par-
ticular I'm going to be talking about custodial mothers of 
school age children. I'm going to show you evidence I think 
complements what we've already seen.

The first thing that I want to say is that the labor market of 
today is not our grandmother's labor market. I am speaking 

Table 4  Comparison of monthly changes in payroll employment and average hourly earnings, professional and business services

Source U.S. Bureau of Labor Statistics' Current Employment Statistics Program, seasonally adjusted data

Change from prior month Jan 2021 Feb 2021 March 2021 April 2021 May 2021 June 2021 July 2021 Aug 2021

Average hourly earnings ($) 0.08 0.16 0.07 0.26 0.30 0.16 0.18 0.23
Employment (thousands) 90 93 74  − 79 50 70 79 74
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Fig. 14  Job openings have caught up to hires recently in construction

Table 5  Comparison of monthly changes in payroll employment and average hourly earnings, construction

Source U.S. Bureau of Labor Statistics' Current Employment Statistics Program, seasonally adjusted data

Change from prior month Jan 2021 Feb 2021 March 2021 April 2021 May 2021 June 2021 July 2021 Aug 2021

Average hourly earnings ($) 0.08 0.11 – 0.31 0.16 0.11 0.09 0.12
Employment (thousands) 12  − 57 93  − 9  − 24  − 2 6  − 3
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specifically about women. One thing that kind of really gets 
a bee in my bonnet is this idea that women have left the labor 
market in droves.

You don't see it in the data, even at the beginning of the 
pandemic. But you do see women shifting out of active work 
status into either paid or unpaid leave or unemployment.

I'm focusing on custodial mothers of school age children. 
The reason is pretty simple. Before the pandemic, they had 
a safe, developmentally appropriate, space for their children 
to be in during the day. Since public schooling is very acces-
sible, usually it didn't cost parents a whole lot of money to 
have their kids in school.

But then we approach March of 2020 and the pandemic 
hits. Figure  15 shows the trends for custodial mothers' 

employment status. The bottom portion are mothers who 
are out of the workforce. So they're not working. They're not 
actively looking for work.

What you see here is that there's not a gigantic amount of 
difference pre- and post-pandemic in whether or not custo-
dial mothers were engaged in the labor force. The line above 
that is mothers who went on leave. And so what you do see 
is a big shift up in terms of mothers going on leave to deal 
with the childcare issues that they had in their households.

And so just to kind of clarify this or put numbers around 
it, there was a 3.9 percentage point increase in exits from the 
labor force between February and April of 2020. There was 
a 7.1 percentage point increase in unemployment for these 
moms. The third range is paid and unpaid leave: there was 
a 4.5 percentage point increase in paid and unpaid leave of 
custodial mothers.

What you also do see in the data is that moms do tend to 
exit during summer months or when their kids are on vaca-
tion. You do see those kind of pyramids going on in the data 
both pre- and post-pandemic. And so what happened when 
the pandemic hit was moms left work earlier than they nor-
mally would during the year and they stayed out longer. But 
they stayed out either in leave or unemployment.

I'm really interested in how much of moms' inability 
to work or actively work was due to this childcare issue. 
Figure 16 shows CPS data for the months before and after 
March of 2020. The bars show differences in labor market 
participation between prime age custodial mothers of school 
age children compared to women without any dependent 

Table 6  Industry openings and Hires

Openings greatly exceed Hires in:
 Manufacturing
 Wholesale Trade
 Professional and Business Services
 Health Care and Social Assistance
 Educational Services
 State and Local Government

Openings recently began outpacing Hires in:
 Leisure and Hospitality

Openings and Hires are roughly in line:
 Construction
 Retail Trade

Fig. 15  Employment status of 
custodial mothers



17Is there a labor shortage?  

children; those women who don't have any dependent chil-
dren in their household under age 18.

And in the pre-pandemic months, you can see that moms 
were more likely to be out of the labor force, 4.9 percentage 
points. And during pandemic months, that increased to 6.2 
percentage points. So there's a gap there of 1.3 percentage 
points pre- and post-pandemic in terms of mothers' labor 
force participation compared to women without children.

I'm going to now decompose this 1.3 percentage point 
gap (Fig. 17). If we add in some fixed effects for geography 
and whether or not there's another prime age adult in the 
household, so somebody else who can go out and work, that 
gap reduces to 1.2 percentage points. If we control for educa-
tional attainment, the gap decreases to 0.9 percentage point. 
And then if we control for differences in job and industry 
classifications between mothers of school age children and 
women without children, this gap drops to 0.1 percentage 

point. So there is a 0.1 percentage point drop in the differ-
ence between custodial mothers and women without children 
that we can basically attribute to childcare issues.

I'm a mom. I have an 11 and a 13 year old. And I'm 
stressed and I'm exhausted all the time. But I stayed work-
ing. And I had the privilege to be able to tele-work and keep 
my job, while at the same time balancing all the additional 
work that was happening within my household.

I think what we need to do today is that we need to 
reframe how we think about women in the labor market. 
There are lots of news stories about childcare as a major 
issue. And it is. I will argue why it's even more important of 
an issue today, but not because women are exiting the labor 
market. It's an issue because they are not exiting. They're 
all stressed.

We really need to reframe and rethink women's labor sup-
ply post-pandemic. And, again, I will just articulate that we 
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no longer live in our grandmother's labor market. We live in 
a labor market where women are working and rely on their 
income for survival. Households today, at least in the US, 
but I think this is not just unique to the US, rely more and 
more on more than one income for survival. And so a lot of 
the reasons why women haven't entirely left the labor market 
is because they don't have the ability to leave, because their 
income contributes to putting food on the table, a roof over 
their family's head, clothes on their children's backs.

This is true for middle-income families. And it's also 
true for a lot of upper middle-income families. It really is a 
luxury these days to be able to live in a family with a one-
income household.

Women have higher levels of education than ever before, 
and women identify with career and work more than they 
ever have in the past. So even if, in my household, we would 
be able to survive off of my husband's income alone, my 
stepping back from my career is not just a reduction in 
income, it's also a very serious shift in who identify myself 
as, as a human being.

And so, as I just said, women identify with careers and 
work more than ever before. Young women expect to have 
both careers and families. Nobody's telling them differently. 
And so you see a lot of young women getting really, really 
stressed when they actually do become pregnant and have to 
make these life-altering decisions around work and family.

We're not setting them up for success. So women are 
burnt out today precisely because they did not exit the labor 
market in droves, but yet they still provided disproportional 
care efforts within their households. Where there's discus-
sions about really stressed-out moms, moms struggling, 
all these different things, one of the reasons why they're so 
stressed out is because they continued to work.

Because of all these facts, I'm a huge proponent of afford-
able and accessible childcare for all. I really think that's one 
of the ways in which we as a society can start to eliminate 
some of the gender disparities both at work and at home.

3  Kate Bahn

I really appreciate those different perspectives. I think the 
overall takeaway is this is a very unique recession, and a 
very unique rebound.

It's really complicated right now. As Mike mentioned, 
76% of jobs have been regained. We have had historic lev-
els of job openings. The last month of data was from July 
where there were 11 million vacancies, compared with 8.4 
million unemployed workers, along with another 5.7 million 
discouraged workers who said they would go back to work, 
but have not done so.

Surveys have found that many of these job seekers aren't 
finding good job opportunities, with 46% saying that they are 
only finding low-paid openings. So they're not going back 
to work, because they're just not good job opportunities for 
these workers.

In terms of looking at the policy landscape, how do we 
get workers back to jobs? And, particularly, how do we foster 
really sustainable long-term job matches? We want to make 
sure that workers are getting into good jobs and staying in 
those good jobs, rather than return to a previous era of tur-
moil and fragility in the labor market where workers may 
have faced a lot of turnover, not sustainable job options, not 
a lot of occupational mobility, so not moving up the income 
ladder, or into better matches in new occupations.

One of the common arguments on how to get people back 
to work is to improve skills. Of course, skills are important. 
But they are necessary but not sufficient is the argument I 
make. For about 70 years, employers have been arguing that 
“Oh, the reason there's a labor shortage is because we can't 
find skills.” The sort of cynical part of me is that this really 
shifts responsibilities to workers to increase their training, 
often at great cost, with no guarantee of better outcomes.

We find particularly that workers of all races and ethnici-
ties have been increasing their education levels, and it has 
not translated into higher earnings or better job opportuni-
ties. In particular, black workers have been increasing their 
education levels over the past 20 years, while black/white 
wage divides have increased over the past 20 years. Black/
white wage divides are higher at higher levels of education. 
So education clearly has not been sufficient to improve those 
job match outcomes. And employers don't appear to be offer-
ing wages to incentivize the types of training investments 
they expect of workers. So they are not offering a market-
clearing wage.

One of the common arguments in economics is that 
there's been restructuring in the labor market that has 
increased demand for higher skilled workers, and that is why 
we've seen rising income inequality, and that's why we see 
some of this mismatch.

But there's more recent evidence that skill-biased techni-
cal change has lost its explanatory power since the year 2000 
(Autor et al. 2020). Other explanations for the mismatch are 
of the kind that worker power is decreasing. There is a well 
established inverse relationship between union density and 
income inequality.

This might be part of the reason why there are not high-
quality jobs on offer to many different workers, and limited 
workers' job opportunities. And also, structural racism and 
sexism appear to dominate wage outcomes and job matches 
for many workers, both leading to disadvantages for some 
workers and privileges or premiums for other workers.

We've done work at Equitable Growth where we look at 
the gender wage gap by different race and ethnic breakdowns 
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for women. We do things like comparing Latina women 
workers, and Black women workers, and Asian American 
women workers, to white men. When you particularly look 
at the subgroups of workers who are the ones who, as Mike 
had said in his presentation, really seem to be suffering the 
hardest, they are workers with less education, but particu-
larly women and minority workers.

When we look at that the reason they have lower wages, 
over half of the wage gap for those minority women worker 
groups is due to unexplained factors or what we might inter-
pret as discrimination. What we find is that if you decom-
pose wages where you're looking at, for example, black 
women compared to the population of workers, and then 
white men compared to the population of workers, that white 
men's higher earnings are not due to their human capital 
variables.

These effects, sexism and racism, influence wage out-
comes on both sides of the wage distribution. I want to also 
call attention to one specific type of job that has been both 
impacted in this pandemic, but has had a long-term impact 
on the labor market, which is paid care work.

There's increasing demand for paid care work, par-
ticularly at the low end of the wage spectrum. These jobs 
require high levels of skill. They provide significant positive 
externalities.

But they face structural market failures. And so I think 
they're sort of best served through support to assure both 
quality and fair pay, particularly for these care situations 
where we think that there's a big positive externality by hav-
ing adequate care provision through paid care workers.

Deregulation limits the quality of care work. We want 
to make sure we're not limiting quality of care work that's 
being provided for folks, so that we have those long-term 
externalities from having adequate care provision. So what 
are the policy solutions? That is actually what I'm supposed 
to be talking about here. Creating jobs is obviously a good 
first thing to do. Physical infrastructure is one piece of that. 
We're using the term now at Equitable Growth, social infra-
structure, which is sort of those types of care jobs that are 
those that make other jobs possible.

Physical infrastructure is part of the bipartisan infrastruc-
ture deal. And social infrastructure has been put into the 
Reconciliation Bill in a number of different ways. We need 
to really ensure that we're expanding supports for caregiving 
across the life cycle and for different care needs.

These are complements and not substitutes. And so when 
we talk about providing both direct care services, there is 
expansion of support to paid care services in the reconcilia-
tion package for both childcare expansion and also home and 
community based care services. Those might be care ser-
vices that are used for ill family members, family members 
who otherwise can't care for themselves. Those are really 

important for families to be able to balance care need too. 
Because it can't all be done by paid care workers.

We need, I think, a suite of the types of policies that allow 
for families to do this. Again, these things are complements 
and not substitutes. We need things like paid leave, paid sick 
leave, predictable and flexible schedules.

So, narratively, you take time off at the birth of a child. 
We definitely need paid leave so people can do that and 
maintain their labor force attachment. But then what hap-
pens a year later when you have a toddler who gets sick? 
You need to be able to have access to paid sick leave so that 
you can take care of your family.

And, likewise, you need a predictable and flexible sched-
ule, so you can try to shape your work schedule around 
access to caregiving. Many workers may not have predict-
able schedules. A lot of childcare centers run on a typical 
sort of 9:00 AM to 5:00 PM work schedule. That is not what 
many families actually are doing. And then if you don't have 
a predictable work schedule, so you may have to sign up for 
a full week of childcare, but then your shifts get canceled, 
and you still have to pay for that. And so we really need this 
broad suite of things to address the life cycle of caregiving 
within families.

Another area of policy that I think is really critical is 
income support. There's sort of a typical narrative that 
income supports are a disincentive for work. I think the 
empirical evidence suggests precisely the opposite, that pro-
viding a stable foundation is exactly what we need to ensure 
good job matches, those sustainable, long term, high-quality 
job matches that we want workers to have access to.

So, for example, unemployment insurance extended ben-
efits has been shown to improve job matches, decreasing 
the mismatch between a workers' education attainment and 
job educational requirements. So, for example, say you just 
graduated college. Maybe you worked 1 year in an office job. 
You lost your job. If you have better access to unemployment 
insurance, you can take time to search for a job that matches 
the education level you have, rather than perhaps, you going 
and working in a café and getting stuck in a different range 
of occupations that might not be the best for your long-term 
income growth.

In this research on unemployment insurance extended 
benefits, the effect was also particularly greater for women 
and non-white workers who are more likely to be credit con-
strained and facing job search frictions, both historically, but 
also particularly in the current moment.

Likewise, it's not income support per se, but Medicaid 
expansion has been shown to have the same effect of improv-
ing job matches. There's more occupational mobility into 
high wage occupations in states that had expanded Medicaid 
compared to those states that did not.

There's also research evidence about how low-wage work-
ers who are in poverty households are less likely to move to 
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better wages, compared to low wage workers not in poverty 
households. So this would argue for anti-poverty programs 
that help families and households get out of poverty, pre-
cisely so those low wage workers can move up into higher 
paid occupations.

I would also argue that unions are an effective institution 
for many ends that help people get back into good jobs. If the 
labor market is monopsonistic, if we don't have a competi-
tive labor market, employers would often undercut wages. 
Having institutions like unions to help bargain over wages 
actually gets the labor market to a place that would be sort 
of replicating what would happen in a competitive outcome. 
Unions can be really effective in that. They're also effec-
tive partners in labor standards enforcement and workplace 
safety.

Again, substitutes but complements. Unions make OSHA 
operate more effectively. They reduce turnover for workers. 
Turnover has a really high cost for employers, particularly 
in the current moment. Employers really want to have lower 
levels of turnover.

More recent evidence also suggests that unions increase 
job satisfaction. The reconciliation package has some meas-
ures right now (editor’s note: as of September 2021) that try 
to make unions more accessible. There's a union dues tax 
deduction. There are increases in the damages the National 
Labor Relations Board can levy against employers. Research 
has shown that the damages for violating the right to organ-
ize are so low for employers that they have literally no reason 
to not violate workers' right to organize. They only have to 
pay back wages. If you only have to pay back wages, there's 
literally no reason for you to not fire a worker who is trying 
to organize a union, even if it is illegal for you to do so.

But there is the need for broader labor law reform, and 
particularly to address modern phenomena in the labor mar-
ket, like fissuring. Fissuring is the phenomenon where com-
panies outsource to subcontractors. We need to make sure 
that we have labor law that reflects these modern employ-
ment relationships, so that unionization and holding employ-
ers accountable is more accessible to more workers.

One more thing: targeting structural racism and sexism is 
really important. I think some policies, like income supports, 
do help that; it gives people the stability and the foundation 
to find better jobs.

But we need things like effective anti-discrimination 
enforcement. It's particularly important for women of color, 
particularly important in fragile labor markets like what we 
have right now.

These moves work in tandem with other policies. For 
example, there's evidence that shows that when North Caro-
lina reduced their unemployment insurance benefits levels, 
there was a decrease in sexual harassment claims in North 
Carolina. When workers are afraid of retaliation, when they 
don't have good outside options, such as when there's not 

sufficient unemployment insurance, they're less likely to 
access the protections that they are entitled to, because of 
the lack of income support and lack of stability.

There's been a lot of progress. What has been done so far 
in the past year and proposed in the reconciliation package 
is revolutionary. But there's still a lot more work to be done.

4  Michael Strain

Well, first of all, let me congratulate NABE for doing this. 
It's wonderful to see people in three dimensions.

I will begin by asking a very basic question, is the labor 
market hot or cold? This is debated a lot. On the one hand, 
we have record job openings. On the other hand, labor sup-
ply, as measured by the workforce participation rate, really 
hasn't recovered in a year or longer.

What's the best way to think about the state of the labor 
market? Should we measure labor market strength funda-
mentally looking at the growth rate of wages? And if so, 
what does that tell us? I think all of these ways of assessing 
this really centrally important question have advantages.

They would be sufficient in a normal labor market. We 
are just in a very abnormal labor market. The normal ways 
that we think about the state of the labor market, I think, 
are helpful but not dispositive in the way that they normally 
would be.

The good news is that, almost by definition, means that 
we're in a temporary situation. We have a situation where, 
not just in the labor market, but throughout the economy, 
the demand side of the economy is booming. That is driven 
by reopening from lockdowns, a reopening that began over 
the summer.

That's a situation that is not going to last. The demand 
side of the boom is driven by households sitting on over $2 
trillion of excess savings and wanting to go out and spend 
that money. That situation is not going to last. Those savings 
are going to be depleted.

The situation is driven, of course, by substantial income 
support from the federal government, including nearly $3 
trillion of support in calendar year 2021 between the $900 
billion that President Trump signed in December and the 
$1.9 trillion that President Biden signed early in his term.

That is not going to persist. So I think we should think 
about the demand side of the economy as cooling. At the 
same time the demand side of the economy is cooling, the 
supply side of the economy should pick up.

People are still sitting on the sidelines out of concern 
about the coronavirus. That was very clear if you look at 
data from the August employment report. That situation, 
fortunately, looks like it's not going to persist. There's good 
reason to believe we've hit peak Delta caseloads and that 
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concern about being infected with COVID should subside 
along with those case numbers.

In my view, the best forecast for the effect of nearly dou-
bling the generosity of unemployment benefits is that it will 
keep a non-trivial number of workers on the sidelines. The 
last estimates I saw, roughly half of unemployed workers 
had a higher income from unemployment benefits than they 
would have had from working.

That's going have an effect on labor supply, in my view, 
based on the half century of evidence we had prior to the 
pandemic. That program terminated earlier this month. My 
reading of the evidence is that problems securing childcare 
are still pretty substantial in keeping people out of paid 
employment.

Hopefully that clears up as we move through September 
and into October as well. That I think is the big X factor. 
So you have a situation where demand will cool, supply 
will strengthen. That will bring the labor market more into 
equilibrium.

A lot of the problems that we are having I think should 
subside over the course of this calendar year. What will pub-
lic policy do to that? I think if we do have a government 
shutdown and we do have a default, or at least we run up to 
the X date for the debt ceiling, that should cool the demand 
side of the economy.

Not a reason to do it. But, macroeconomic policy inter-
acts very weirdly with the labor market at times. And beyond 
the current week and 3 weeks of high drama and near civi-
lizational collapse that we're in for, I don't really view the 
$3.5 trillion reconciliation package as doing a whole lot to 
help these problems.

First of all, these problems are short-lived and temporary. 
I think we're going to be well beyond this current moment 
of disequilibrium by the time any piece of legislation that 
is designed to create and expand new social programs, and 
raise taxes, and do all that stuff, actually kicks in.

More than that though, I think that the provisions in the 
bill are not really well structured to address the challenges 
that will outlast the pandemic and that existed before the 
pandemic. Healthcare security, for example. I think if we 
could do a better job giving Americans healthcare security, 
that would have a good effect on the labor market.

It would help people to participate in the workforce. 
These are good things. Simply dumping billions of dollars 
into the Medicare program without really changing the struc-
ture of the Medicare program is not going to really give the 
workforce greater healthcare security.

I think Washington should be paying attention to child-
care issues. I think making childcare more accessible, mak-
ing childcare more affordable would be a big help to the 
labor market. It would help people to participate in the labor 
market. And it would help families with the stress of being 
working parents, and do all sorts of great things.

Offering a open-ended subsidy to households to spend on 
commercial childcare, which is what it looks like Congress 
is going to try to do, I don't really see helping the people 
who need help the most. Commercial daycare is great. It's 
really not what everybody needs.

People who work irregular schedules, people who work 
evenings, people who work weekends are not gonna be 
helped by a daycare that closes at 5:00 PM, a point that 
was made earlier. Moreover, substantially increasing the 
demand for commercial childcare without addressing the 
supply of commercial childcare will just push up the price of 
commercial childcare and won't really work to increase the 
availability of childcare nearly as well as a bill with supply 
side reforms.

I see a lot of good kind of intentions in the president's 
agenda. I think that these programs would all be made bet-
ter if Congress slowed down, took a breath, tried to talk 
to people, tried to figure out how to structure them better, 
instead of just trying to ram them through.

Over the longer term what will help? I think the infra-
structure bill, that addresses physical infrastructure, infra-
structure traditionally understood, along with broadband, 
I think will help the economy quite a bit over the next 
decade through all sorts of things, by making it easier and 
more profitable for businesses to do business by helping 
workers to have clean drinking water, and helping workers 
to have access to broadband, and all sorts of stuff.

The bill is designed as a supply side bill to spend out 
over 8 or 10 years and to really focus on improving the 
productive capacity of the economy, which is I think the 
right way to think about infrastructure. So I hope that 
passes. Smart macroeconomic policy is really important.

We, I think, learned from the expansion following the 
2008 global financial crisis just how important it is to let 
the economy run hot. If you look at the path of the expan-
sion, if it had ended in 2014, 5 years after it officially 
began, then we would have had a situation where the bot-
tom half of workers had lower wages at its end than they 
had in 2007, immediately prior to the recession.

If the expansion had ended in 2015, by 2015 the median 
had risen above its 2007 level, but the bottom 20% had not. 
It really was only in 2016, 2017, 2018, 2019 that you really 
saw a rising tide lifting all boats. And fortunately, because 
of the longevity of the expansion, the benefits of it really 
did reach workers at the bottom of the income distribution, 
reached workers who are traditionally vulnerable workers, 
like workers with disabilities and workers with criminal 
backgrounds.

So smart macroeconomic policy is important. I don't 
think we have had smart macroeconomic policy under 
President Biden. The American Rescue Plan was four or 
five times larger than it should have been given the out-
put gap. And I think it is responsible for a large share of 
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both the overheating demand side of the economy and the 
restricted supply side of the economy.

Beyond macroeconomic policy, I think we really need 
to do things to help people participate in the economy, 
smart childcare would be one, income supports, I com-
pletely agree with Kate, programs like the Earned Income 
Tax Credit, I think really have been shown not only to 
fight poverty, but also to increase workforce participation.

There are smart things we can do for parents. We should 
be thinking, I think, about a kind of baby bonus when a 
parent welcomes a new child. Is there a way for a program 
to redistribute some income to them to help them take time 
off from the workforce or to help them to afford arranging 
for childcare, to help them to kind of handle that tumultu-
ous period of life?

We need to really be serious about skills. We need to be 
serious about deregulating the labor market to increase com-
petition, things like occupational licensing reform and other 
kind of classic barriers to entry, monopsonistic employer 
practices, which Kate mentioned as well, that serve to reduce 
competition in the labor force really should be addressed. I 
could keep going. But I will not. Thank you.
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