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Closure Rates by Industry (circa April 1, 2020)



I thought that declining demand for urban service 
workers would be terrible for incomes.

https://fred.stlouisfed.org/graph/?g=N89L


But $4 trillion in Federal spending and the 
great resignation mean big pay increases

https://fred.stlouisfed.org/graph/?g=N89G


Measuring Urban Winners and Losers

• Earnings and employment data from the Quarterly Census of 
Employment and Wages goes to Third Quarter 2021

• Repeat home sales data from the Federal Housing Finance Agency 
(FHFA) from December 2021.   

• Permit data from the Census of Construction covers the entire year 
2021.  

• Strategy is always to take percent changes over two year period.
• For the nominal variables (prices and earnings) we correct for 

inflation (CPI)– 7% from Q3 2019 to Q3 2021.     
• The data are interesting on their own, but we also produce an index.



Rising Wages and Falling Employment
A Labor Supply Shift
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Correlation 
Coefficients
(50 observations)

Change in Earnings 
2019-2021

Change in 
Employment 2019-
2021

Total COVID-19 Death 
Rate

Change in Earnings 1.000 -0.0616 -0.4369

Change in Employment -0.0616 1.000 -0.1475

COVID-19 Death Rate -0.4369 -0.1475 1.00

Log(Population) 0.1142 -0.0724 -0.0922

Share of Adults with a 
B.A. or More

0.4040 -0.0538 -0.7115 

Share of Adults with a 
Professional Degree +

0.4644 -0.2708 -0.5730 

Average Precipitation -0.1009 0.2027 -0.0720 

Average Maximum 
Temperature

0.1549 0.4283 0.0651



Total Death Rate COVID-19
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Share with BA or more

 Total Death Rate COVID-19  Fitted values
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Share with more than Pro. Degree
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Average Max Temp.

 Change in Employment 2019-2021  Fitted values
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The Non-Effect of COVID-19 on Urban Trends

• Before COVID-19, I would have highlighted the flight to the sunbelt and the rise of 
the skilled city as two central facts about urban change in the US since 1970.  

• I wrote a paper explaining the rise of the sunbelt in 2007: this is not a consumer city fact, it is 
rising productivity (probably because of pro-business policies and better infrastructure) and 
easy housing supply.   

• To my eyes, these two effects continue to dominate changes in urban labor 
markets. 

• Skills show up in higher wages.  Temperature shows up in higher levels of 
employment.   

• These variables may have also shifted labor supply, which seems to have shifted 
substantially over the period.  

• Final labor market task: Change in Emp- .2*Change in Emp=Great Resignation 
(labor supply elasticities of .1-.3) – strongly correlated with temperature.  



Housing Markets: The Strange Case of Philadelphia
(we’re just going to drop it for the housing work)
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Changes in Prices and Changes in Permits:
Moving along a housing supply curve
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Level of Permitting and Price Growth
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Correlation 
Coefficients
(49 observations)

Change in Housing Prices 
2019-2021

Change in Permits  2019-
2021

Change in Prices 1.000 0.3157 

Change in Permits 0.3157 1.000

Change in Earnings 0.1202 -0.3654 

Change in Employment 0.7784 0.3917 

COVID-19 Death Rate -0.0125 0.2172

Log(Population) -0.1038 -0.2785 

Share of Adults with a B.A. 
or More

-0.2063 -0.2202

Share of Adults with a 
Professional Degree +

-0.3223 -0.3950 

Average Precipitation -0.2595 -0.0056 

Average Maximum 
Temperature

0.5140 0.1863



Change in Employment 2019-2021
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Putting Things Together

• First, if I was in the macro-prudential business, I would start getting 
worried about price corrections in the housing sphere.   

• The Phoenix MSA experienced massive price increases over the last two 
years (40% real) and is permitting 15% more units than in 2006. 

• Second, there is less of an obvious theoretical justification for using both 
permits and prices to get at the total state of the housing market. 

• The demand curve is supposed to be a function of the total level of housing 
(old and new) in a metropolitan area; the supply curve is a function of the 
current flow of housing.  

• There are models that suggest putting them together, but instead I am just 
going to use the average z-score for percent changes in permits, prices, 
wages and employment level– and I’ll stick Philly back in for good measure. 



The Index is not linked to overall population
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But it is strongly correlated with temperature

Average Max Temp.

 Overall Index  .
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Observations on the Top Half of the List

• Price and Employment Growth are the strongest correlates of this 
aggregate measure (.8) – mainly because they correlate so strongly 
with each other.  

• Permit growth is a .58 correlation and wages are .32.  
• The top half is dominated by the sunbelt (19/25).  
• The other six include Philadelphia, which doesn’t belong there.
• Salt Lake City, Seattle and Denver.   Not sunbelt, but consumer cities. 
• Columbus OH and Indianapolis, IN  pro-business mid-western cities. 
• And Austin dominates along almost every dimension.  



Three 
policies to 
reduce the 
risk of 
pandemic 
disease





A Few Observations on the Bottom Half

• LA is drawn down by its low housing permits growth; Portland is 
down because it permitted fewer units than in 2019. 

• Houston doesn’t deserve to be at the bottom. It didn’t have massive 
permitting growth, because it was already permitting 60,000 units per 
year and people don’t expect to pay much more than housing costs 
for a unit.  

• New Orleans is pretty much at the bottom by any measure. 
• NYC’s wage growth is good, but pretty much everything is a next to 

New Orleans.  
• Ranks 37-47 is filled with the former industrial heavyweights.  



But don’t count NYC out.  

• Crisis # 1:  The British occupation ends in 1783 leaving the cities 
deserted .

• Followed by New York’s explosion as the continent’s most important port and 
eventually the center of American manufacturing.  

• Crisis # 2:  The 1929 crash leaves the financial markets in shambles.  
The city’s massive building boom ensured empty towers for over a 
decade.  

• WWII and then the 1950s led to a revitalization of the city.  
• Crisis # 3:  De-industrialization plus rising social problems plus the 

coming of the car created the crisis of the 1970s.   
• The reinvention of NYC around financial services was the crucial adjustment.  



Globalization and Automation Killed NYC 
Industries, Like NYC Garments



The Decline of the Costs of Moving Goods
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But these…

Image by ChtiTux Image by Danamania



Didn’t kill finance and urban information jobs, 
and zoom is unlikely to kill the office either

Image by Runner1928



Emmanuel and Harrington: Going Remote





Companies Don’t Hire Remote Workers!
(Work is by Morales-Arilla and Daboin)



The Inequality of the Remote Workplace



Everything Depends on the Medical Response

• # 1:  If COVID-19 mutates in a deadlier fashion or if a new pandemic 
reappear, then the costs for cities and all the economy are enormous.

• # 2: If this finally ends, and doesn’t happen again then the shock is real but 
doesn’t change urban life massively.  Still there will be short term shifts:

• Commercial space is more vulnerable than residential. 
• Cities will still reallocate from old to young, and remote work will continue.

• #3: Global talent has just gotten more mobile– and yet there is a dire need 
to help the urban disadvantaged.

• Smarter government rather than more or less government. 
• Fewer regulations that bind small businesses or builders. 
• The need to experiment and evaluate.    



The Political Risks for Cities

https://www.graftonarchitects.ie/
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