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Mission
The Committee on Macroeconomics, Policy, and Race (CMPR) seeks to influence macroeconomic policy
as 1t relates to African Americans and people of color who have been historically overlooked in
macroeconomics policies. The CMPR intent is to influence and broaden the use of macroeconomic

policies to constructively address concerns regarding the necessity of reducing racial economic inequality

and racial disparity in access to employment, education, housing, and wealth generation.

Editorial Summary
This second volume 1s a product of CMPR that features authors examining inflation’s economic impacts on
racial demographics in the United States, especially with respect to the labor and rental markets. Using
countrywide analyses, this issue offers commentary perspective on these very relevant macroeconomic
topics. Authors examine the mtersection of race, mflation, and monetary policy i a high inflation
environment, racial differences in housing affordability across major cities, and recent trends in racial gaps

mn wages and wage growth by occupation and industry.

Preamble

CMPR is delighted to present this collection of short articles providing an understanding of inflation with
special attention to race. Firstly, Jan Christopher’s “How Did We Get Here?” article highlights systematic
racial differences in representation by occupation and differences in wage growth across these occupations.
The article underscores the value of disaggregating labor market statistics by race and by occupation. In the
absence of this analysis policy makers may disregard valuable information pertaining to coordination failure
i recovering labor markets.

Secondly, Miesha Williams’ “Are Homes in Black Cities More Affordable for Black Families?” provides
empirical evidence on housing rental affordability by race and contrasts it to racial homeownership gaps.
The work demonstrates the value of subnational housing market statistics by race. Political decision- making
can be enhanced by recommending the preparation of an annual publication of data that will assist in
realizing the goal of ‘Maximum Homeownership,” particularly in “Black Cities” where Black
homeownership should be much more prevalent.

Finally, Romie Tribble and Patrick Mason’s “Redistributive Consequences of Restrictive FIED Monetary
Policy: Employment Population Ratio, Labor Force Participation Rate and Unemployment, 1979-2022”
explore the question of racially disparate labor market impacts of tighter monetary policy. The analysis
addresses broader policy concerns that tighter monetary policy adversely affects labor market outcomes for
African Americans.
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Call for Contributions

We would like to publish inclusive articles to inform the public of macroeconomic issues impacting
varying demographics of race, age, gender, and other demographic groups of interest to the National
Economic Association on an ongoing basis. If you would like your abbreviated analysis to be
considered (with no promise of publication), then please email your submissions to Professor
Romie Tribble (rtribble@spelman.edu). There 1s no charge for submissions, but a response for
acceptance will require your patience because our team 1s small. Your potential contribution should
be no longer than 5 - 8, double-spaced pages, and citations (if necessary) should be in a “Chicago
Style” format.
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How Did We Get Here? Pre-Pandemic
Employment, Earnings and Wage Disparities
Through Post-Pandemic Inflationary
Pressures

Jan Christopher?
Summary

The  research  question  considers
disparities in wages and their growth between
White-leaning and Black-leaning industries
and occupations as measures of racial
economic nequality. This study investigates
differences 1 wages prior to the pandemic
(2017-19) and after the pandemic recession
(2020-21). Occupations and industries are
classified as “Black-leaning” or “White-
leaning” based on their workforce racial
composition. Notwithstanding efforts to
mitigate inflationary pressures on all facets of
economic activity, there 1s evidence of a real
decline i wages and earnings over the period
considered. These real wage declines are
more muted i Black-leaning occupations
compared to White-leaning occupations.
The article also highlights the importance of
considering occupational differences across

! For other referenced charts and graphs contact Jan
Christopher with comments at jchristopher@desu.edu.

races and their discriminatory origins for
understanding the racial wage gap.

Dedication:

This research article was inspired by the
posthumous award of the American Economic
Association 2022 Distinguished Fellow to Sadie
T.M. Alexander [F1].

L Black-Leaning & White- Leaning
Labor Markets

By the end of 2022, the U.S.
unemployment rate had recovered from the
pandemic recession and returned to pre-
pandemic levels. Yet, the imflation-adjusted
real wage n almost all industries and
occupations had not. A century before, the
fairness and efficiency of wages preoccupied
economists and policy makers. Sadie T.M.
Alexander, the first African American
economist to receive a Ph.D. in Economics,
then researched the economic conditions of
Black workers and she served on wage
boards that regulated labor markets. Sadie
TM. Alexander was herself  denied
employment in the occupation of economist

she was qualified for [F2].
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Occupation and industry boundaries
still shape labor market outcomes and
differences 1 wage and racial or gender
composition today. Indeed, observed wage
disparities may not be entirely attributable to
productivity or to imdustry-occupation self-
selection due to differences in bargaining
power across different types of workers. For
example, even within the same firm,
compensation differs systematically by gender
across officer roles depending on the
similarity of gender with chief executive
officer of the firm [13].

Myriads of tactics have been
proposed to reduce wage-gaps between and
within industries and occupations. Among
such proposed solutions are human capital
mvestments in  education and  skills
development; increased wage transparency
particularly  in  job postings and
announcements; and  1mposing  Intra-
occupational age gap limits to promote equity
and inclusion. Blau and Kahn (2017)
contend that industry and occupation are the
most 1mportant determinants of wage
disparities, when considering disparities by
race or gender [3]. Moreover, wage
disparities may be larger across occupations
compared to disparities across industries.
This article therefore considers wage and
wage growth disparities between Black-
leaning jobs and White-leaning jobs both at
the mndustry-level and at the occupation level.

Finally, the analysis in this article
contrasts wages and salary dynamics in the
periods before and after the 2020 pandemic
recession, which caused labor market turmoil
subsequent surge in inflation.

II. Industry  and
Analysis

Occupational

The analysis uses occupation-level and
industry-level  statistics on  wage and
employment reported m the Occupational
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Employment and Wage Statistics (OEWS)
constructed by the Bureau of Labor Statistics.
The data spans hundreds of detailed industry
codes 1 the North American Industry
Classification System (NAICS) and detailed
occupation codes in the Office of
Management  and  Budget  Standard
Occupational  Classification  (OMB-SOC)
system. The research uses OEWS data on
mean and median annual salary as well as
mean and median hourly wages [8]
combined with information on employment
by race at the industry-level and at the
occupation-level.

This research article first identified fifteen
“Black-leaning” 4-digit NAICS industries and
fifteen  “Black-leaning” o-digit  SOC
occupations that had concentrations of Black
workers greater than their proportion in the
U.S. Population for each year between 2017
and 2021. A similar approach was used to
identify  fifteen  “White-leaning”  4-digit
NAICS industries and fifteen “White-
leaning” 6-digit SOC occupations. For Black
workers, the value for U.S. population share
used was 12.75 percent and for Whites
(Hispanic and Non-Hispanic), it was 77.5
percent [F3]. A time series of annual average
salaries and median hourly wages was then
constructed for these industries and
occupations. Yearly real wage growth in these
occupations and  industries are  then
computed over the period prior to the
pandemic (2017-19) and after the pandemic
recession (2020-21).

A. Synopsis: An Industry-level View

Table 1 provides the thirty leading
industries characterized as Black Leaning and
White Leaning, along with the number of
jobs in those industries between 2017 and
2021 for the thirty industries m which
employment by race 1s a greater proportion
than the share of that race in the general
population.



CMPR- NEAN

In Table 1, the employment for each of
these selected industries reveals that over
17.9 millon individuals are employed n
these 30 industries, 15 of which are Black
Leaning and the other 15 are White Leaning.
Note that the fifteen leading Black-leaning
mdustries employ about 12 million persons,
whereas the 15 White-leaning industries
employ only 6 million persons. These 17.9
million jobs are in only seven of twenty 2-
digit NAICS sectors.

Turning to wages and salaries, in Table 1,
the industries with the highest concentrations
of Blacks and Whites have lower average
annual earnings ($57,037 in 2021 dollars)
than All Industries, in total ($65,785 in 2021
dollars).  Yet, in contrast with racial wage
gaps, the annualized wage earnings in these
top fifteen Black-leaning industries are
slightly larger than the annualized wages and
salaries in the top hfteen White-leaning
industries ($56,517 in 2021 dollars). It is
mmportant to note that these wages are
mdustry-wide and therefore include all
workers across all occupations. These
industry-averages are therefore not
representative of Black workers’ wages in
particular.

Table 1 describes how wage growth
across mdustries did not keep pace with the
rate of mflation. For the period 2017-21,
Black-leaning mdustries had a decline n
earnings of about -0.5 percent, while White-
leaning industries had a decline in earnings of
approximately -0.2 percent. All real wage
and salary gains were lower than the 2.5
percent rate of inflaion over this period.
However, because of credentialing industries
could be concealing differences across
occupations by race within and between
Black-leaning and White-leaning industries.
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B. Second Thought: Occupations and Race

Because the annualized earnings 1in
Black-leaning and White-leaning industries
were virtually similar even though Black
workers tend to earn less than White
workers, we now have second thoughts about
occupational earnings averaged across all
mdustries. Table 2 provides 30 leading
occupations characterized as Black Leaning
and White Leaning, along with their
minimum (or normal) entry level educational
requirements.

For those occupations that require a high
school diploma or below [5], the median
hourly wage was annualized, whereas for
those occupations requiring a college degree
or higher, the mean annual salary was used to
compare salaries in those occupations. This
methodology was necessary since some high
earning occupations do not have hourly
wages (e.g., airline pilot, pediatric surgeon,
and post-secondary educators), and some
low-wage occupations do not have average
annual salaries in the OEWS data. Due to
occupation differences between Black and
White workers, this methodology may
overstate racial wage gaps.

In Table 2, in contrast with the industry-
level results in Table 1, average annual
earnings for White-leaning occupations
($74,693 in 2021 dollars) are 2.1 times the
annualized wage earnings of Black-leaning
occupations ($35,177 in 2021 dollars), which
1s 47 percent of White earnings.

Moreover, 16 of the 30 occupations in
Table 2 and Appendix Table A.1 had
earnings increases between 2017 and 2019,
and 6 of the 30 occupations had earnings
mcreases greater than the rate of inflation of
2.19% between 2017 to 2019 (pre-pandemic).
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Overall, however, between 2017 and 2021,
there was a modest increase n real earnings
of +0.4 percent for Black-leaning occupations
(line 2) and a modest real wage decline of -
0.5 percent for White-leaning occupations
(line 3). Overall, the change in earnings for

all occupations was nearly flat at (0.2 percent.
(See Appendix Table A.1 on page 12.)

III. A Discussion on Black-Leaning
and White Leaning Industries

The Summary Table in Appendix Table
A.l consists of an industry Panel A. and an
occupation Panel B on standard 4-digit
(detailed) NAICS industries and 6-digit
(detailed) occupational titles.  Appendix
Table A.1 extends the information in the
previous tables to provide the number of
mdustries or occupations that had positive
wage and earnings increases over the period.
In addition to the number of industries and
occupations  with  positive  gains  In
compensation, the table reports those having
wage gains greater than the rate of inflation,
which was 2.1 percent between 2017 and
2019, and 2.5 percent between 2017 and
2021.

In Panel A of Appendix Table A.1, of
the thirty 4-digit NAICS industry titles that
had a consistent 5-year time series in the
OEWS, the table indicates that real salaries
and wages were negative over the 2017-21-
timeframe for Black-leaning and White-
leaning industries, implying a negative real
wage exists due to the pandemic despite
many workers changing jobs over this period,
sometimes referred to as The Great
Resignation.

Of the thirty detailed occupations that
had a consistent 5-year time series on their
wage availability in the OEWS, in Panel B of
Appendix Table A.1, as many as sixteen had
wage Increases between 2017 and 2019, and
only four of the thirty occupations had wage
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and salary increases greater than the rate of
mflation between 2017 and 2019 (pre-
pandemic) of about 2.19% using the Implicit
Price Deflator of GDP or the Consumer
Price Index. Meanwhile, 16 of the 30 had
positive wage increases between 2017-21, but
only two of the occupations had wage
mcreases greater than the rate of mflation of
2.5 percent over the period. Overall,
however, between 2017 and 2021, there was
a flat trend n real earnings, which centered
around zero, from -0.29% (for the 30 Black-
leaning and White-leaning occupations) to
+0.2 percent (for all occupations). By 2021,
most ndustries and occupations did not
experience earnings increases greater than
the post-pandemic recession inflation rate of
2.5 percent. In terms of tangible wage
disparities, using industries as proxy, White-
leaning and Black-leaning industries are
similar. However, at the occupational level,
wage disparities are starker between White-
leaning and Black-leaning occupations. Table
2 highlights the racial wage disparity between
Blacks and Whites as being more related to
average differences in the occupations they
work 1n rather than average differences in the
industries they work in.

V. Conclusions

It 1s apparent that between 2017 and
2021, wages mn occupations that are the
lowest paying or occupations that need the
least amount of imitial education have not
fallen m real terms in comparison with
middle-wage and upper income occupations.
This 1s a modest offset since wages in the top
Black-leaning occupations are less than half
of the top White-leaning occupations. This
research study on inflationary pressures
related to earnings growth has explained the
mmportance of occupation, as opposed to
industries, in its relation to racial wage
disparities.
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The future of automation and more
robotics will mean that many jobs will require
fewer people to do the things that robotics
can do. In a hospital setting, for mstance,
there may be more hospital workers, yet
radiology can be outsourced to another
location or to robotics. In some industries the
number of jobs may contract or expand. This
1s also true for White-leaning and Black-
leaning occupations.

Even  though wage boards and
unionization can conflict with the notion of
competitive labor markets, wage boards have
sought to promote equality since their
mception a century ago, mn a then-rapidly
changing technological landscape. Persistent
racial differences in wages and occupation
may require similar consultative bodies as
new technologies are poised to change the
nature and future of work.
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Footnotes

[F1] In her most recent scholarly
contribution, 1mmediate past  National
Economic Association president, Nina
Banks, as editor of the book atled:
Democracy, Race, & Justice: The Speeches
and Writings of Sadie T.M. Alexander [2],
discusses reasons why the first African
American economist to receive the Ph.D. in
Economics was unable to find commensurate
employment in the economics profession
due to the institutional biases inherent in the
U.S. labor market. Unbelievably, Sadie T.M.
Alexander was denied employment in the
economics profession as a trained economist,
says Julanne Malveaux, another esteemed
member of the National Economic
Association [12]. In their writings, both
Banks and Malveaux explain how migrants
from the south to the cty of Philadelphia
would provide such information (to be
mcluded m Alexander’s Ph.D. dissertation
research) as the number of working family
members, wage earners’ occupations and
hours worked, wages, housing conditions and
attributes, bank accounts, debt, medical
expenses, recreation, and primary mode of
transportation to ensure economic mobility
and to get guidance on the path forward
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some 100 years ago. Sadie Tanner Mossell
Alexander analyzed household budgets of
migrant workers on an annual basis by
household income and family size and then
reported averages [2]. One objective was to
enable the migrants from the south to
Philadelphia to achieve a fair and reasonable
standard of living in the city despite their state
of nativity. Another objective was to foster
better race relations and improved living
conditions among all Philadelphians. After
her doctoral degree was confirmed, instead
of assuming a teaching position, she nstead
worked on another research study and
eventually took a position as an actuary for
North  Carolina  Mutual Insurance 1n
Durham, North Carolina. Sadie T.M.
Alexander not only  faced racial
discrimination by not being hired by any
college in the Northeast, but she also
experienced gender discrimination by not
being hired by any HBCU due to gender.
Alexander, subsequently returned to law
school, completed 1it, and passed the
Pennsylvania bar exam. Thus, by way of
these experiences, Sadie T. M. Alexander
became a lawyer, women’s right advocate,
and cwvil rights leader. Throughout her
career, Alexander focused on public speaking
and by 1958, as a result, she was appointed to
the minimum wage board of the State of
Pennsylvania [2]. And by 1978, she was
appointed to chair the White House
Conference on Aging [2]. Banks concludes
that Alexander buttressed the 1dea of women
as paid and unpaid laborers, and Alexander’s
writings addressed such seminal 1ssues.

[F2] Sadie T.M. Alexander served on wage
boards and the development of a system of
salaries and wages across industries and
occupations that shaped U.S. labor markets
over the last century. President Harry
Truman also appointed Sadie T.M.
Alexander to the President’s Committee on
Civil Rights in 1946, which recommended
the establishment of a “Fair Employment
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Practices Commission (FEPC)” to enforce
nondiscrimination in employment. She also
served as a member of the “Philadelphia
Wage Board” in 1952, which set mmimum
wages for women and minors in the city [9].
She advocated for economic justice and full
employment for African American workers
throughout her career [1]. Presently, at least
“five states” (Arizona, Colorado, California,
New Jersey, and New York) have legislation
on the books that allows for constituting wage
boards by industry or occupation [9]. Some
of these states have used wage boards to raise
pay for workers in specific sectors, such as
fast food and agriculture. The American
Worker Project of the Center for American
Progress reports in a commentary on
“Worker Rights are Getting a Major
Shakeup,” that the state of California has
historical experience with unionization of
low-wage workers, wage boards or similar
mechanisms [11].

[F3] Estimates for the race groups (White
and Black or African American) do not sum
to totals because data are not presented for
all races. Since persons whose ethnicity 1s
identified as Hispanic or Latino may be of
any race, then “White” can be interpreted as
Hispanic and Non-Hispanic Whites [4].

[F4] The Bureau of Labor Statistics removed
m May 2008 wage data for three U.S. Postal
Service specific  occupations: (1) postal
service clerks; (2) postal service mail carriers;
and (3) postal service mail sorters,
processors, and  processing  machine
operators after determining that the standard
methodology for estimating wages did not
work well for these unique occupations [7].
Even to this day, the U.S. Postal Service is
the No. 1 Black-leaning employer.

We are looking to publish mclusive articles

to mform the general public  of

INACroeconomIc — I1ssues  Impacting  varying
demographics of race, age, gender and other
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demographic groups of interest to the
National FEconomic Association on an
ongoiong basis. It you would like for your
simple, back-of-the-envelope analysis to be
considered - with no promise of publication
- please email your submission to Professor
Rommue Tribble  (rtribble@spelman.edu).
There 1s no monetary cost for submission,
but a repsonse for acceptance will require

your patience because our team is small.

Your potential contribution should be no
longer than 5 - 8, double - spaced pages, and
citations (if" necessary) should be Chicago
Style.
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Tables

Table 1. Average Annual Earnings of 30 Black-Leaning (BL) or White-Leaning (WL) Industries, 2017-21

Average
Industry| Employment Real Earnings in 2021 Dollars Annualized Percentage Change
ID | BL|WL[ 201721 NAICS Industry Titles and Annualized Earnings for 30 Black- and White-Leaning Industries 2017 2019 2021 2017-19 2017-21
ind1| |V 58,300 [Alumina and Aluminum Production and Processing $ 62,930 $ 63219 $ 67,278| 02% 1.7%
Ind2| V 530,100 JAnimal Slaughtering and Processing 53439 54196 55636 0.7% 1.0%
Ind3| Vv 209,760 JAutomotive Equipment Rental and Leasing 63241 61561 56762 | -1.3% -2.7%
Ind4| V 910,680 {Business Support Services 63593 63366 60,173 | -0.2% -1.4%
mds| |V 13588 |Coating, Engraving, Heat Treating, and Allied Activities 58,632 58330  58352| -0.3% -0.1%
Inds| V 182,660 [Community Food and Housing, and Emergency and Other Relief Services | s2600 52847 52019 01% 0.1%
Ind7| V 73a640 [Couriers and Express Delivery Services 69,996 77214  73757| 50% 1.3%
Ind8 V| 1s2500|Dairy Product Manufacturing 65329 64702  61,765| -0.5% 1.4%
Ind9| Vv s14,020 |Electronic Shopping and Mail-Order Houses 65255 66,080 65599 | 0.6% 0.1%
ind10| V 3,527,800 [Employment Services 57213 58425  55793| 11% 0.6%
ind11| |V 72,500 [Farm Product Raw Material Merchant Wholesalers 58527 57,806 60,102 | -0.6% 0.7%
ind12 |V 74,060 |Florists 36677 36808  34937| 0.2% -1.2%
ind13 | V| 112720[Foundries 63921 60970  62525| -2.3% -0.6%
ind14] V 1,565,000 [Home Health Care Services 65503 65631  65915| 0.1% 0.2%
ind1s| V 151,780 [ Individual and Family Services 53,728 53983 52,712 02% -0.5%
ind16| V 2,664,320 | Investigation and Security Services 64,944 64747 61297 | -0.2% 1.4%
ind17. | V| os9440|Lawn and Garden Equipment and Supplies Stores 47,85 46500 46,506 | -14% -0.7%
ind1s, | V| 176980 [Machine Shops; Turned Product; and Screw, Nut, and Bolt Manufacturing| 60464 60113  58895| -03% -0.7%
ind19 [ V| 357,300 [Machinery, Equipment, and Supplies Merchant Wholesalers 66025 66672 63047 05% -1.1%
ind20 | V| 703.40|Metalworking Machinery Manufacturing 62,908 62960 62,802 0.0% -0.04%
ind21 V 174,980 [Nursing Care Facilities (Skilled Nursing Facilities) 56,997 57,317  57,045| 0.3% 0.02%
ind22l | V| 1546680 [Other Motor Vehicle Dealers 48967 50318 49,095 | 14% 0.1%
ind23l | V| 169,220[Personal and Household Goods Repair and Maintenance 44585 49,689  44,841| 5.6% 0.1%
ind24| | V| 1228180 [Residential Building Construction 63773 62234  62,062| -12% -0.7%
ind2s| [ V| 13580 |Rubber Product Manufacturing 60,918 62,175 61,869 | 1.0% 0.4%
ind2sl | V| 100660 |Sawmills and Wood Preservation 53,109 54376 53673 | 12% 0.3%
ind27] V 189,300 [Shoe Stores 42,321 47754 42511  62% 0.1%
ind2g| V 29,900 [Taxi and Limousine Service 51,180 52,811 51,007 | 16% 0.1%
ind29| V 52,260 [Urban Transit Systems 62,237 60,429 56976 | -1.5% 2.2%
e 309,700 [Vocational Rehabilitation Services 50166 49,724 47,453 | -0.4% -1.4%
1 |15 15| 17030620 |JAverage Annualized Earnings for the 15 BL and 15 WL Industries $ 57571 § 58099 $ 56777| 05% -0.3%
2 11,006,880 |JAverage Annualized Earnings of Black Leaning Industries 58167 59,072 57,037| 0.8% -0.5%
3 5,983,740 JAverage Annualized Earnings for White Leaning Industries 56975 57,125 56517 | 0.1% -0.2%
4 25,079,000 JAverage Annual Earnings, All Jobs and Industries, 2017-21 65284 65485 65785 | 02% 0.2%
5 GDP Implicit Price Deflator, 100=2012 102.9 107.3 113.6 2.1% 2.5%
6 Consumer Price Index-U, 100=1982-84 245.1 255.7 271.0 2.1% 2.5%

Source: Compiled by Author from data obtained from the U.S. BLLS Occupational Employment and Wage

Statistics, 2017-21 [8] and Federal Reserve Bank of St. Louis (FRED). U.S. Bureau of Labor Statistics
Employment by Sector and 4-digit NAICS Industry in the United States [10].
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Table 2. Average Earnings of 30 Black-Leaning (BL) and White-Leaning (WL) Occupations, 2017-21

Starting
Occupation || Education Real Earnings in 2021 Dollars Annualized Percentage Change
ID | BL| WL | 2017-21 OEWS Occupational Titles and Annualized Earnings for 30 Black- and White-Leaning Occupations 2017 2019 2021 2017-19 2017-21
0cel v | s |[Airline Pilots, Copilots, and Flight Engineers $ 150623 $132526 § 141417 | -6.2% -16%
0ce2 v | s |Animal Caretakers 29240 29823 31242| 10% 17%
Oce3 v | s JAutomotive Body and Related Repairers 47775 4769 48002| -0.1% 0.1%
Occt | v Hs |Baggage Porters and Bellhops 28367 29403 30060 | 18% 15%
Occ5 | v psNDA |Barbers 35271 36403  37,825| 16% 1.8%
0Occ6 | v ws  [Bill and Account Collectors 42613 43480 43934 | 1.0% 0.8%
0cc7 | v Hs |Bus Drivers, Transit and Intercity 35701 37576 36418 2.6% 0.5%
0ce8 v | nrec |Carpet Installers 44357 42,50 42666 -24% -1.0%
Occd V| pec |Chiropractors 82,444 102,036 86175 11.2% 1.1%
0ccl0 v | ss [Construction Managers 114665 112208 113142 -L1% -03%
Occll v | Bs [CostEstimators 73860 73544 70,736 -02% -1.1%
Occl2 v | s [Directors, Religious Activities and Education 62335 60,899  59066| -12% | -13%
Occ13 v | s |Editors 73921 74830 7709 06% 11%
Occ1d| v ks |Eligibility Interviewers, Government Programs 4452 42602 41067 21% | 20%
Occl5 v | Hs [Farmers, Ranchers, and Other Agricultural Managers 81547 80830 79510 -0.4% -0.6%
0Occl6 V'] ws [First-Line Supervisors of Construction Trades and Extraction Workers 74726 72266 70849 | 17% 13%
Occl7| v nrEc |Food Servers, Nonrestaurant 26,060 26137 28994 | 0.1% 2.7%
0cc18| v ks |Healthcare Support Workers, All Other 3973 3932 3750| -05% | -14%
Occ19| v nrec Industrial Truck and Tractor Operators 38553 39658 39877 14% 0.8%
0cc20| v nrec |Laundry and Dry-Cleaning Workers 26774 26609 26888| -03% 0.1%
oce2n| V Hs  |Mail Clerks and Mail Machine Operators, Except Postal Service 342 35278 35202 | -02% 0.1%
0cc22| v nrec |Packers and Packagers, Hand 2813 29510 31377|  2.4% 28%
0ce23 v N |Parking Attendants 28398 30635 25736| 3.9% 2.4%
Occ24| v psNpA |Phlebotomists 37745 38732 3835 | 13% 0.4%
0cc25 v [ 8s |Property Appraisers and Assessors 72,788 76592  65832| 26% -25%
0cc26| v nrec |Refuse and Recyclable Material Collectors 37410 37295 3734| -02% | 01%
occ27| ¥ Hs  |Reservation and Transportation Ticket Agents and Travel Clerks 34397 35965 37132|  23% 19%
0cc28 v | wms ISpeech-Language Pathologists 89411 91,984 8959 | 14% 0.1%
0cc29 v | poc [|Veterinarians 109,770 112231 110328| 1.1% 0.1%
0cc30 v | #s [Veterinary Assistants and Laboratory Animal Caretakers 36174 35402 4738| 0% | -10%
1 || s Average Annualized Earnings for the 15 BLand 15 WL Occupations $ 55423 $ 55791 $ 54935 | 03% -02%
2 Average Annualized Earnings of Black Leaning Occupations 34603 35240 35177 09% 0.4%
3 Average Annualized Earnings for White Leaning Occupations 76242 76343 74693 | 01% -05%
4 Average Annual Earnings, All Occupations, 2017-21 65152 65406  65785| 0.2% 0.2%
5 GDP Implicit Price Deflator, 100=2012 1029 1073 1136 21% 2.5%
6 Consumer Price Index-U, 100=1982-84 245.1 255.7 271.0 2.1% 2.5%

Source: Compiled by Author from data obtained from the U.S. BLS Occupational Employment and Wage
Statistics, 2017-21. Note that Chiropractors’ compensation 1s an outlier.
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Appendix
Table A.1. Summary Table of Average Earnings of 30 Black-Leaning (BL) and White-Leaning (WL)
Industries and Occupations, 2017-21

Summary Table
Panel A. Industry Annualized Earnings
Average
Industry Employment Real Earningsin 2021 Dollars % Change in Wages
D BL | wL 2017-21 NAICS Industry Titles and Annualized Earnings for 30 Black- and White-Leaning Industries 2017 2019 2021 2017-19 | 201721
1 15 | 15 17,930,620 |Average Annualized Earnings for the 15 BL and 15 WL Industries § 57571 § 58099 $§ 56777 0.5% -0.3%
2 11,946,880 [Average Annualized Earnings of Black Leaning Industries 58,167 59,072 57,037 | 0.8% -0.5%
3 5,983,740 |Average Annualized Earnings for White Leaning Industries 56,975 57,125 56,517 | 0.1% -0.2%
4 255,079,000 Average Annual Eamings, All Jobs and Industries, 2017-21 65,284 65,485 65785 | 0.2% 0.2%
Real Earnings in 2021 Dollars  Positive Wage Increases
5 Average Eamings and Number with Positive Real Wage Increases § 5526 $ 57360 $ 57,711 18 13
6 Average Earnings and Number with Wage Increases Greater than the Rate of Inflation 44,585 58,219 - 3 0
7 Average Earnings and Number with Positive Real Wage Increases, Black Leaning Industries 57,114 58,626 59,054.4 10 7
8 Average Eamings and Number of Real Wage Increases Greater than the Rate of Inflation, Black Leaning - 62,484 - 2 0
9 Average Eamings and Number with Positive Real Wage Increases, White Leaning Industries 53,110 55,777 56,143.0 8 6
10 Average Earnings and Number of Real Wage Increases Greater than the Rate of Inflation, White Leaning 44,585 49,689 - 1 0
1 GDP Implicit Price Deflator, 100=2012 102.9 107.3 1136 2.1% 2.5%
12 Consumer Price Index-U, 100=1982-84 25.1 255.7 27100 21% 2.5%
Panel B. Occupation Annualized Wages
Occupation Real Earnings in 2021 Dollars % Change in Wages
D BL | wL OEWS Occupational Titles and Annualized Earnings for 30 Black- and White-Leaning Occupations 2017 2019 2021 | 201719 | 201721
1 15 | 15 Average Annualized Eanings for the 15 BL and 15 WL Occupations § 55423 § 55791 § 54935  03% -0.2%
2 Average Annualized Earnings of Black Leaning Occupations 34,603 35,240 35,177 1.0% 0.4%
3 Average Annualized Earnings for White Leaning Occupations 76,242 76,343 74693 -0.1% -0.5%
4 Average Annual Earnings, All Occupations, 2017-21 65,152 65,406 65,785 | -0.5% 0.2%
Real Earnings in 2021 Dollars  Positive Wage Increases
5 Average Eamnings and Number with Positive Real Wage Increases $ 50891 § 52,187 § 49,581 16 16
6 Average Earnings and Number with Wage Increases Greater than the Rate of Inflation 53,838 52,052 30,185.38 6 2
7 Average Eamings and Number with Positive Real Wage Increases, Black Leaning Occupations 33,088 34750 35,0858 10 10
3 Average Eamings and Number of Real Wage Increases Greater than the Rate of Inflation, Black Leaning 34,397 33421 30,1854 4 )
9 Average Earnings and Number with Positive Real Wage Increases, White Leaning Occupations 66,716 81,249 73,739.5 6 [¢
10 Average Eamings and Number of Real Wage Increases Greater than the Rate of Inflation, White Leaning 60,318 89,314 - 2 0
1 GDP Implicit Price Deflator, 100=2012 102.9 107.3 1136  2.1% 2.5%)
12 Consumer Price Index-U, 100=1982-84 25.1 255.7 27100 2.1% 2.5%

Source: Compiled by Author from data obtained from the U.S. Bureau of the Census NAICS
Classifications [6] and the U.S. Bureau of Labor Statistics (BLS) Occupational Employment and Wage
Statistics (OEWS), 2017-21 [8].

Appendix Table A.1 is the Summary Table which uses the average median wages for occupations with a high school
diploma or no formal education necessary and average salaries for occupations with a bachelors degree or higher in
2021 dollars for the 30 occupations characterized as Black Leaning (BL) or White Leaning (WL) with employment
greater than their proportion in the population. In Panel A, of the thirty industries in this report, as many as eighteen
of these industries had earnings increases during 2017 and 2019, yet only three industries had earnings increases
higher than the rate of inflation of 2.19%. Although thirteen of the thirty industries had earnings increases between
2017 and 2021, none of the industries had wage and salary increases greater than the rate of inflation of 2.5% between
2017 and 2021. Overall, however, between 2017 and 2021, there was a change in real earnings of -0.5 percent for
Black-leaning industries and -0.2% for White-leaning industries; yet taken as a whole, the change in earnings for all
industries held steady at +0.2 percent indicating wage and salary inflexibility over the period. This table indicates that
the Black Leaning/White Leaning earnings ratio of ~ 47 percent in 2021 dollars percent has been amelioarated by the
pandemic recession and its subsequent inflation, but not to any extent to alleviate the concerns over Black/White wage
disparities.
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Are Homes in Back Cities More

Affordable for Black Famihies?
Miesha Williams?

Summary

Housing expenses are the single largest
household expenditure category, and the
racial homeownership gap continues to be a
salient symptom of numerous frictions
mediating the experiences of Black
households relative to White households
the United States. Moreover, it 1s seen, time
and time again, that Black people move to
cities like Atlanta and Houston hoping they
can become “better off” as these cities are
broadly believed to better accommodate their
Black residents. This article assesses rental
housing affordability and homeownership for
Black and White households, across the top
ten “Black Cities” between 2011 and 2021.
Back of the envelop calculations suggest that
not only do Black renters persistently spend a
higher share of their income on rent relative
to their White counterparts, but also the road
to homeownership still presents hurdles for
Black people in “Black Cities.”

2 Please contact Miesha Williams with comments at
miesha.williams@morehouse.edu.

V. Black Versus White Renting &
Owning

According to a Pew Research Study
completed in August 2021, 20% of renters in
the United States (U.S.) are Black, and those
who tend to rent property rather than own
property earn less and have lower net worth
[1]. For Black residents in the U.S., lower
historical mcome levels and wealth stock
make them more prone to renting rather
than owning compared to White households.
Specifically, “... about 58% of households
headed by Black or African American adults
rent their homes ... By contrast, roughly a
quarter of households led by non-Hispanic
White adults (27.99%) are rentals...” [1].
Moreover, using standard mortgage approval
guidelines, at least half of Black American
households are unable to secure an FHA
mortgage with 90 percent loan-to-value for
average homes sold today [2]. Therefore,
knowledge of the rental market 1s critical for
understanding the wellbeing and the
evolution of wealth for Black households in

the U.S.
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According to multiple sources, locating n
places like, Atlanta, Miami, Washington DC,
Houston, and other places could provide
African  Americans the best economic
outcomes (See, for example, reports by: San
Fran Francisco’s Mayor’s Office, BET.com,
Atlanta Journal Constitution, and other
sources). While many of these analyses make
the case that the income level of the person 1s
bolstered in those locations, cost of living
analyses and adjustments based on rental
prices are not generally performed. This
article examines whether rent prices are
relatively fair and affordable and whether
homeownership 1s more within reach for
Black households in cities with a significant
Black population.

Income  disparities  across  racial
demographics and socioeconomic status have
moderately mmproved in recent years, but
there 1is still inequality in purchasing power
between Black and White populations across
the US and these income gains may be a
band aid i the face of economic and social
mjustices. So, when examining rental price
mflation as a factor for the largest part of the
typical Black household consumption basket,
some commentary can be given about racial
gaps 1 housing affordability and the path to
homeownership [Notel].

VI.  Housing Affordability Data Using
Census Microdata

This article uses U.S. census microdata
retrieved via the IPUMS ACS data [5] from
2011 to 2021 by Metropolitan Statistical
Areas (MSA) and by race. The 2013 Census
MSA specifications are used here and the
sample consists of the cities with the 10
largest Black populations. Figure 1 lsts
these cities in decreasing order of average
Black population over the sample period as:
(1) New York-Newark-Jersey City, NY-NJ-PA
(NYO); (2) Atlanta-Sandy Springs-Roswell,

Oxctober 2024

Williams - Page 16

GA (ATL); (3) Chicago-Naperville-Elgin, IL-
IN-WI (CHI); (4) Washington-Arlington-
Alexandria, DC-VA-MD-WV (DMV); ()
Philadelphia-Camden-Wilmington,  PA-N]J-
DE-MD (PHI); (6) Miami-Fort Lauderdale-
West Palm Beach, FL. (MIA); (7) Houston-
The Woodlands- Sugar Land, TX (HOU);
(8) Detroit-Warren-Dearborn, MI (DET); (9)
Dallas-Fort Worth-Arlington, TX (DAL);
(10) Los Angeles-LLong Beach-Anaheim, CA
(LOS), respectively.

The annual rent paid by a household
1s determined by multiplying monthly rental
values by 12. Mean MSA-level rent-to-
mcome ratio for a group 1s computed as total
annual rent for that group divided by total
annual household income for the same
group, using the ACS household weights.
Finally, the homeownership rate for a racial
group 1s the share of households in a racial
group that own a home.

VII. Facts About Rent Prices and
Homeownership in Black and
White

Trends for mmcome and rent prices are
presented for Black and White renters in the
top ten MSA from 2011 to 2021. Table 1
presents, for 2011 and 2021, the ratio of
nominal rent prices to nominal income for
Black and White renters. The Black-White
rent-to-income  disparity between Black and
‘White renters 1s measured by the difference
between their ratios. In all 10 cities, the
Black-White disparity 1s positive. That 1s,
Black rent-to-income ratios exceeded White
rent-to-income ratios in 2011. The disparity
was smaller-yet-positive for almost half of the
cities in 2021, while it grew in the other cities.

For comparison, Figures 2 1in the
appendix presents rent-to-income ratios for
Black and White renters over the entire
sample period. These time series plots
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indicate that even in these “Black cities” rent-
to-income ratios for White renters are
consistently lower than rent to mncome ratios
for Black renters between 2011 and 2021.

VIII. Saving for the American Dream

The spectrum of housing options 1s
comprised of renting or owning. I now turn
to the relationship between affordability and
homeownership. I ask whether households
tend to be more likely to own a home when
houses and rents are more affordable
Specifically, I assume the following simple
linear equation across MSAs and years with
two slopes pooled across all MSAs and time
periods:

homeownership gap;; =

+ @Bl k(rent) + & Whit (rent) . (0
@, + a,Black| — a ite{ — €;
o inc /iy Z inc /M

where the subscript 1 denotes an MSA, the
subscript t denotes a year, homeownership
rate disparity 1s the White-Black difference in
the homeownership gap 1s the rate of
homeownership among the Black and White
population in an MSA. &, is a constant, while
a; and @, are the slope coefficients on the
rent-to-income ratio disaggregated by race.
Also e 45 1s an error term, or the residual
“noise” not picked up by the coefficients.
The regression includes year fixed effects
and MSA fixed effects. The resulting

estimates are presented as:

homeownership gap;, =
rent

51.68 — 1.45 White (— )
inc /¢

(4.18) (039) (0.36)

rent
+ 0.25 Black(,—) (2)
inc

it

Fach of the 10 MSAs has a set of rent-to-
mcome values and homeownership values for
each year from 2011 untl 2021. As a result,
each estimation includes 110 observations.
Standard errors are displayed below both
coefficients 1n equation (3). In equation (3) the
rent-to-income ratios only explain 30% of the
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variation in the homeownership gap (.e., 1-
squared 1s 0.30).
The coefficient on the White rent-to-

income ratio is significant at the 1 percent level
while.

IX. Here is the Point in Black and
‘White

This analysis reveals two primary findings.
First, even in “Black Cities,” Black renters face
income disparities that make rent less
affordable relative to their White counterparts.
Moreover, when homes become more
affordable and households spend less on rents,
Black renters still do not become homebuyers
at a rate similar to White households. In
essence, what Black renters can take away from
this exercise 1s that while moving to a “Black
City” has mmplicit benefits not accounted for
this analysis, Black households probably still
face widely known barriers in the housing and
credit markets, including but not limited to
relatively lower incomes, lower savings rates
due to higher rent burdens, higher interest
rates, lower credit approval rates, and racial
prejudice i property value appraisals.
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Footnotes

[F1] Note that recent bouts of inflation have
made the prices of everything expensive. In
2021 inflation as measured by CPI was 7%
and was approaching a record high of 8% by
February 2022 with the COVID-19
pandemic slowly waning [3]. According to
Paul Krugman, the poor are doing better
than they have in the past, even considering
mncreased mflation [4].

[I2] This interpretation 1s supported by
regression estimations not reported here.

We are looking to publish mclusive articles

to mform the general public  of

macroeconomic Issues Impacting  varying
demographics of race, age, gender and other
demographic groups of interest to the
National Fconomic Associaition on an
ongoiong basis. It you would like for your
simple, back - of - the- envelope analysis to

be considered - with no promise ol

publication - please email your submission to
professor Rommue Tribble
(rtribble @spelman.edu). There 1s no
monetary cost for submission, but a repsonse
for acceptance will require your patience
because our team 1s small. Your potential
contribution should be no longer than b - 8,
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double - spaced pages, and citations (if
necessary) should be Chicago Style.
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Graphic Figures and Tables

Figure 1. Top “Black” MSA’s

New York-Newark-Jersey City, NY-NJ-PA
Adanta-Sandy Springs-Roswell, GA
Chicago-Naperville-Elgin, IL-IN-WI
‘Woashington-Arlington-Alexandria, DC-VA-MD-WV
Philadelphia-Camden-Wilmmgton, PA-NJ-DE-MD
Miami-Fort Lauderdale-West Palm Beach, FL.
Houston-The Woodlands-Sugar Land, TX
Detroit-Warren-Dearbom, MI

Dallas-Fort Werth-Arlington, TX

Los Angeles-Long Beach-Anaheim, CA
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Table 1. 2011 and 2021 Rent and Income Comparisons
2011 2021
City Black Rent ‘White Rent . . Black Rent ‘White Rent . .
to Income to Income Disparity | to Income to Income Disparity
Ratio Ratio Ratio Ratio
Atlanta-Sandy Springs-Roswell, GA 25.21 21.42 3.79 27.08 22.15 4.93
Chicago-Naperville-Elgin, IL-IN-WI 28.08 23.32 4.76 27.09 22.04 5.06
Dallas-Fort Worth-Arlington, TX 23.74 19.78 3.96 25.95 22.23 3.73
Detroit-Warren-Dearborn, M1 26.92 22.66 4.26 23.18 22.37 0.82
Houston-The Woodlands-Sugar Land, TX 22.89 19.00 3.89 27.55 21.78 5.77
Los Angeles-Long Beach-Anaheim, CA 31.04 26.93 4.10 32.32 26.88 5.44
Miami-Fort Lauderdale-West Palm Beach, FL. 32.48 28.05 4.42 31.80 27.23 4.58
New York-Newark-Jersey City, NY-NJ-PA 26.74 22.30 4.44 26.18 29.35 3.83
Philadelphia-Camden-Wilmington, PA-NJ-DE-MD 26.48 23.81 2.66 25.16 23.22 1.94
Washington-Arlington-Alexandria, DC-VA-MD-WV | 24.75 22.02 2.72 26.43 22.03 4.40
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Figure 2. Mean Rent to Income for Black and White Renters by MSA
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Redistributive Consequences of
Restrictive FED Monetary Policy:
Employment Population Ratio, Labor
Force Participation Rate and
Unemployment, 1979-2022

Romie Tribble and Patrick Mason?

L Marching to the Beat of Inflation

The  popular  drumbeat  among
conventional monetary  thinkers and
practitioners is a message that inflation,
measured as the percent change in the
Personal Consumption Expenditures index,
hurts everyone equally and therefore must
be eliminated regardless of economic cost.
In this paper, inflation is the measure of
interest. Monetary policy, whether it be
restrictive or expansionary is devoid of
distributional consequences [1] since the
policy does not consider the relative
response of all individuals it is intended to
impact. As such there are no net winners nor
net losers with the application of restrictive
monetary policy to reign in an inflationary
spiral. However, it is generally understood
in a principles level course in macro-

3 Please contact Romie Tribble with comments at
rtribble@spelman.edu.

Professor Romie Tribble & Professor Patrick Mason

economics that a restrictive monetary policy
favors lenders and disfavors borrowers.
What is less clear is whether gains and
losses cancel out. Some contend that
restrictive monetary policy yields a net
benefit to lenders at the expense of
borrowers. The Federal Reserve Board of
Governors (the FED) has rarely addressed
the distributional consequences of restrictive
monetary policy between racial groups as its
focus has been on the macroeconomic
aggregate of inflation control. Meanwhile,
the FED understands that the pursuit of
restrictive monetary policy may come at the
expense of increases in unemployment. Yet,
the FED’s pursuit of restrictive monetary
policy to discipline inflation does not
liberate the FED from its dual mandate of
simultaneously achieving full employment
and price stability.

The FED chose to respond to the
contemporary surge in inflation spawned by
a vigorous recovery from the pandemic
induced shut-down recession and its
associated disruption of the supply-chain by
restricting the money supply. The restriction
produced a rise in interest rates (see
November 2, 2022, FOMC statement).
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The FED's 2022 policy is mainly informed
by two inflationary episodes: The Volker
Deflation period and one bout of inflation
before the 2008 Global Financial and
Economic Crisis. It is, of course, less clear
how this restrictive monetary policy with its
rising interest rate effects will also relieve
inflation  induced by  supply-chain
constraints. The FED began its restrictive
money supply regime with the assurance
that its money supply adjustments had the
deftness of touch required to produce a “soft
landing,” for the economy. That is, the
policy would push inflation down and drive
inflationary expectations out of the economy
without causing a recession (see March 16,
2022, FOMC statement). This conventional
forecast has never carried a blessed
assurance. We were told next that the FED’s
anti-inflation ~ crusade  might  cause
consumers some pain, but the policy would
tame inflation (See, Nov. 2, 2022, FOMC
statement). Hence, the aggregate benefits of
restrictive monetary policy would outweigh
aggregate costs. However, if this is
confirmed empirically, the distribution of
the benefits still matters. All of which
inspires a series of questions: (1) Who
benefits from or is harmed by inflation? (2)
Must the anti-inflation agenda be limited to
restrictive monetary policy? (3) What are the
causes of the current inflation? (4) Will
restrictive policy successfully address those
causes? (5) Are there racially disparate
impacts of restrictive FED policy and, if so,
does it matter?

II. Historical Context, 1932-1983

As shown m Figure 1, nflation 1s not
usually a problem for the US economy.
Normally, it’s below 5 percent and often it’s
i the range of 3 - 5 percent. The inflation
rate exceeded 5 percent for just 13 of the 42
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years from 1960 to 2021. Inflation exceeded
3 percent 31 times, mostly during 1968 -
1992 when 1t was above 3 percent every year
except 1986. During the 1973 - 1982
stagflation period - mflaion was above 5
percent and there was an  average
unemployment rate of 7.11 percent (as can
be verified in Figure 2). This was a watershed
peritod 1 the listory of federal
macroeconomic stabilization policy.

From 1932 to 1979 the FED used
monetary policy to fight unemployment. But,
on October 6, 1979, Paul Volcker, newly
appointed Chair, Board of Governors of the
FED, announced a major policy change
(henceforth  known as Volker’'s Policy
Reversal): the FED would use monetary
policy to fight inflation [2]. Inflation fell 2-3%
percent between 1979 and 1983 (see Figure
1). Thereafter, the average rate inflation was
2.81 percent during 1983 - 2021, rising
above 5 percent just once m 1990, when
mflation was 5.4 percent. From 1979 to 1983
unemployment rose from 5.8 percent to 9.6
percent.

As with any policy implementation,
there  were unintended consequences
resulting from Volcker’s policy reversal.
Economic activity slowed, that is, national
spending on goods and services was not
sufficient to maintain full employment. The
30-year mortgage interest rate, shown in
Figure 3, rose from 11.19 percent in 1979 to
16.63 percent m 1981. There was a small
recession mn 1980 and a major recession in
1981-1982. High interest rates would make
housing and consumer durables more
expensive. High interest rates strengthened
the dollar value ($US) relative to
mternational currencies, thereby making
mmports cheaper. The high interest rates and
high unemployment had a devastating impact
on Midwestern manufacturing industries,
such as auto, steel, glass, rubber, and
meatpacking [3]. During the short period
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from 1979 to 1982, the aggregate
employment-population ratio  plummeted
from 59.9 to 57.8. There was an increase in
the racial gap in the probability of having a
job, however, as the white employment-
population ratio moved from 60.7 to 58.8
and the African American ratio moved from
53.8 to 49.5, respectively. Prior to the
Volcker FED policy reversal (1965-1974), the
Black male employment-population ratio was
83.0.

After Mr. Volcker’s Fed policy reversal
(1982-1990), the Black employment-
population ratio was about 65%, as shown n
Figure 4. A dramatic and permanent increase
m male joblessness - especially African
American joblessness - was part of the price
of taming the inflation beast for nearly 40
years(ibid). A partial consequence of the
mcrease m African American joblessness
immduced by the Volker FED’s monetary
policy reversal was a dechine in the African
American male (age 25-55) share of
manufacturing  employment from 25.2
percent in 1980 to 18.6 percent in 1990 [3].
In contrast the white male (age 25-55) share
of manufacturing employment declined from
25.2 percent to 21.5 percent during this same

period (ibid).
III. Contemporary Context

Fast forwarding to the contemporary
macroeconomic environment, during and
after March 2020, the rapidly spreading
COVID-19 pandemic caused shutdowns
across the country. There were no vaccines.
Businesses, schools, non-profit organizations,
churches, etc. were closed. Americans
sheltered at home. Similar events were
happening around the globe. An anticipated
pandemic-induced recession occurred and
brought a rapidly expanding economy to a
grinding halt with simultaneous contraction in
both aggregate demand and aggregate supply.
This dual contraction was such that the
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dechne 1n aggregate supply exceeded the
decline in aggregate demand thereby
precipitating a supply-driven increase in the
proceeding  level of  mflation n
macroeconomy.

The American Rescue Plan Act of 2021
provided fiscal stimulus ncome (see:
https://www.whitehouse.gov/american-rescue-
plan/) and spending for Americans unable to
work as the 2020 unemployment rate rose to
14.7 percent (see: U.S. Bureau of Labor
Statistics, Unemployment Rate [UNRATE], via
Federal Reserve Bank of Saint Louis;
https://fred.stlouisfed.org/series/UNRATE,
September 27, 2023.) The pandemic started
i China and spread around the world, shutting
down factories and ports in the days before
vaccines  were developed and eventually
administered to billions around the world [4].
Supply chain 1ssues “...emerged during
COVID-19 lockdowns due to shifts n
demand, labor shortages, and structural
factors” [5]. The 2022 Russian mvasion of
Ukraine caused an enormous disruption in
mternational oil and gas supplies, causing
energy prices to spiral upwards [6].
Americans wanted to spend and had the
capacity to spend on goods that were not
being brought to market. In sum, inflaionary
pressures in the economy were both demand
and supply driven.

The 2020 inflation rate was just 1.2
percent. With the acceleration of housing
prices, the reduction of goods and services
due to supply chain problems, and the
Icrease in energy prices because of the
Russian vasion of Ukraine, the 2021
mflation rate was 4.71 percent. This was one
of the highest rates since the 1979-1982
Volcker policy reversal. Inflation increased
from 1.4 percent during January 2021 to 9.1
percent during July 2022, declining to 8.3
percent in August 2022. Inflation levels
reported 1 September 2022 were 8.2
percent at an annualized rate. The Fed had
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to decide whether the most significant
mflation threat emanated from consumers or
producers or originated with households or
businesses.

The FED has chosen, once again, to
mmplement the preferred policy of bankers
and fianciers, quiet inflation by raising
mterest rates, which it has done five times n
2022. The federal funds rate has increased
from 0.25 percent to 3.25 percent during this
period of restrictive monetary policy (See:
Federal Reserve Bank of New York,
Effecive Federal Funds Rate [EFFR],
retrieved from Federal Reserve Bank of St.
Louis; https://fred.stlouisfed.org/series/EXFFR,
September 28, 2023) to combat nflation.
The FED has announced its intentions to
continue to raise interest rates until inflation
falls to about 2 percent [7]. Recent critiques
have, however, suggested that the latter
mflation target may be too deflationary to
sustain a high growth economy with full
employment.

It 1s true that inflation and the associated
FED restrictive monetary policy are matters
of concern for all families, businesses, and
organizations. However, the relative impacts
of these phenomena are neither egalitarian in
their impacts nor alone i the pool of
worrying macroeconomic 1ssues. Inflation
can get out of hand and destabilize an
economy’s saving and Investment and
undermine transactions functionality.
Similarly, combating inflation can destabilize
the economy, by causing a deep recession
with expanding unemployment, worsening
mcome and wealth mequalities, and depleting
sources of government finance. Perhaps, it’s
time to consider that monetary policy alone 1s
msufficient for keeping a capitalist economy
from becoming trapped i inflation Scylla
and the joblessness Charybdis.
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IV. Hurts and Harms of Inflation

Some workers have cost of living
allowances (COILAs), wages and salaries that
rise  withinflaton. For example, on
September 20, 2022, Florida's minimum
wage increased from $10 per hour to $11 per
hour, a 109 wage increase [8] that exceeds
the 8% rate ofinflaton. Hence, minimum
wage earners in, say, Florida, will not have
lower real purchasing power. Social security
recipients received an 8.7 percent increase in
2023 [9]. Inflation will cause a decrease n
purchasing  power for workers with
msufficient bargaining power or without
representative  political power to obtain
COLAs. More unions and stronger unions
are a corrective mechanism for this real wage
negotiating problem. Restrictive monetary
policy weakens real wage bargaining by
mcreasing unemployment and by implication
also weakens existing racial disparities 1n
unemployment.

In addition, the current inflation
trend has not worsened the United States
(US) trade balance. For example, US goods
and services are cheaper i the international
market, which strengthens US employment,
and the Euro has decreased in value relative
to the US dollar (USD) [10]. However,
restricting the money supply and raising
interest rates strengthen the USD relative to
the Euro and other currencies. This policy
works against inflattion, but 1t also hurts
employment by increasing the demand for
mports and reducing the demand for
exports. Again, restrictive monetary policy
would contribute to mcreasing
unemployment and existing racial disparities
i unemployment.

Finally, rather than mflation caused by a
tight labor market, the current situation is
better described as inflation with involuntary
joblessness.  The employment-population



CMPR- NEAN

ratio indicates we do not have "Inflation at full
employment."

V. A Closer Examination of Macro
Trends with Race

Consider Table 1. Both the employment-
population and labor force participation rates
are down relative to their pre-COVID levels.
The low unemployment rate reflects
declining labor force participation, not a hot
job market. Taking a longer view, both
employment-population and labor force
participation rates are below the peaks of the
“dot.com” boom. The economy 1s
experiencing long-term stagnation from the
perspective of the employment population
ratio and labor force participation. Consider
below Table 2 depicting the relationship
between these labor market variables i the
aggregate and by race. Please note, the date
2000  represents the high pomt of
performance for both the employment-
population ratto and for labor force
participation. The year 2000 also constitutes
the high-water mark, if you will, of the
dot.com tech boom.

The above data suggest the Volker-
Greenspan period achieved its high pont in
the year 2000. During this period from 1980
to 2000, monetary policy played an active
role in macroeconomic policy while fiscal
policy assumed the accommodating policy
position. In all macro cases discussed above
this focus on slowing the growth in the
money supply in response to inflationary
pressures caused the EMP, the LFPR and
the UR to decline as the aggregate price level
dechne from 13.3 per cent to 3.4 percent.
For the aggregate macroeconomy and for the
white  macroeconomy, UR 1 2000
approached the neighborhood of full
employment, but UR for the black
macroeconomy was 7.6 per cent, this 1s more
than twice the white UR. It is instructive that
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the racial disparity in UR n 1979 at the
beginning of the inflationary period was such
that the black UR was also more than twice
the white UR. In this respect, there is an
absence of convincing evidence that the
pursuit of a deflationary approach to
monetary policy 1s in the best interests of
promoting black employment.

Beyond the year 2000, the pursuit of this
deflationary thrust in monetary policy does
allow the FED to consistently realize an
mflation rate i the range of 2.0 percent, but
the mmplications for EMP and LFPR are
mstructive. Between 2000 and 2019, the
mflation rate dechnes from 3.4 per cent to
1.8 per cent, but for each macro group, the
EMP and LFPR decline markedly suggesting
that this prolonged adoption of a deflationary
monetary policy coincides with further
erosion of labor market conditions across
both races and in the aggregate economy.
However, 1t should be noted that black
declines in UR from 2000 to 2019 far exceed
such gains for whites and for the aggregate
economy. This mixed macro result 1s
understandable since EMP and LFPR are
more likely to be coincident business cycle
mdicators while unemployment 1s a lagging
business indicator. The former 1s expected to
respond sooner to a deflationary monetary
policy than the latter. Moreover, the impact
of imflation and a deflationary monetary
response 1s nonetheless conditioned by
specific macro group considerations as
mflation in the white macroeconomy may
differ from inflaton in  the black
macroeconomy [11].

VI. Fiscally Driven Inflatton: Then
and Now

Between 2019 and 2020, mflation (AP)

continued 1ts downward trend declining from
1.8 per cent to 1.2 per cent with UR
mcreasing for all macro groups. However,
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between 2020 and 2022, the inflation rate
mcreased from 1.2 percent to 8.0 while the
UR declined for all macro groups. While the
ratio of black UR 1s historically twice as high
as the white unemployment UR, the ratio
finally fell to 1.90 in 2020. During this
mflationary period, black UR declined from
11.4 to 6.1( -5.3) while white UR has
declined from 7.3 to 3.2 (-4.1). These
statistics do not support the contention of
some that the current inflationary trend as
evidenced in Table 2 has an adverse impact
on the black UR. This inflationary surge 1s,
no doubt, a spillover from the mncrease mn
fiscal stimulus by both the Trump and Biden
administrations in response to the collapse in
aggregate demand during the pandemic-
mduced recession and to COLAs driven by
mflation. However, it 1s not apparent that a
restrictive  monetary policy focused on
slowing nflation 1s required as justified from
the theoretical point of view. Yet, the increase
in the federal funds rate and the discount rate
1s expected given the surge m fiscal spending
financed via US Treasuries.

In retrospect, the use of monetary policy
to discipline fiscal spending 1s distinct n
some sense from wusing this policy to
discipline inflation. Moreover, a prolonged
pursuit of a restrictive monetary policy will
widen racial unemployment disparities in the
current economy not saddled with the
historic inflation levels witnessed during the
Volker period. Wisdom reminds one,
moreover, that the post-Volker FED has kept
the federal funds rate and the discount rate at
historically low levels in recent years thereby
stimulating both private and public sector
spending. Chickens do, indeed, come home
to roost.
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Figure 1. Percent Change from preceding Period in Personal Consumption Expenditures

FRED ﬁ — Personal Consumption Expenditures (PCE) Excluding Food and Energy (chain-type price index)
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Figure 2. Unemployment Rate
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Figure 3. Percent Change in 30 Year Fixed Mortgage

FRED 42,’3; — 30-Year Fixed Rate Mortgage Average in the United States
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Figure 4. Employment Population Ratio by Race
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Tables

Table 1: Employment-Population Ratio, Labor Force Participation, and Unemployment, 2000-
2020

Employment- Labor Force
Population Ratio Participation Rate Unemployment
May-00 64.4 67.1 4.02
Jan-20 61.1 63.4 3.63
Jun-22 59.9 62.2 3.7

Table 2: Employment-Population Ratio (EMP), Labor Force Participation (LFPR) and
Unemployment (UN) in the Aggregate and by Race, 1979-2021
Aggregate

Year EMP LFPR UN AP

1979 599 63.7 5.8 13.3

1983 57.9 64 9.6 3.8

2000 64.4 67.1 4 3.4

2019 60.8 63.1 3.7 1.8

2020 56.8 61.7 8.1 1.2

2021 58.4  61.7 5.3 4.7

2022 60 62.2 3.6 8

African American

Year EMP LFPR UN AP
1979 538 61.4 123 13.3
1983 49.5 61.5 19.5 3.8
2000 60.9 658 7.6 3.4
2019 58.7 625 6.1 1.8
2020 53.6  60.5 114 1.2
2021 55.7  60.9 8.6 4.7
2022 584 622 6.1 8

White

Year EMP LFPR UN AP
1979 60.6 63.9 5.1 13.3
1983 58.9 64.3 8.4 3.8
2000 64.9 67.3 3.5 3.4
2019 61 63 3.3 1.8
2020 57.3 61.8 7.3 1.2
2021 58.6 61.5 4.7 4.7
2022 60 62 3.2 8






	Mission
	Editorial Summary
	Preamble
	Acknowledgements
	Special Thanks to
	Christopher, Jan E. “How Did We Get Here?  Pre-Pandemic Employment, Earnings and Wage Disparities Through Post-Pandemic Inflationary Pressures” New Economic Analysis Newsletter (August 2024, e-publication)

	Call for Contributions

