Where the Good Jobs Are—and Why

By Enrico Moretti

he American labor market

is recovering from a painful

recession. But the recovery
is geographically uneven. While
some parts of the country are
booming, others are still stuck in
a deep recession, Two groups of
localities have been doing partic-
ularly well over the past two
years. Both are supported by fast-
paced technological progress, but
one has by far the bigger jobs-
multiplier effect.

The first group includes cities
endowed with a large number of
highly educated workers and
innovative employers—places like
San Jose, Calif.; Seattle; Austin,
Texas; Raleigh, N.C.; Washington,
D.C., and Minneapolis. The reces-
sion had less impact on these
areas, and job growth has been
brisk since the recovery began,
thanks to sectors like the Inter-
net, software, digital entertain-
ment and biotech.

The most striking example is
San Francisco, where the labor
market for tech workers is the
most dynamic it has been in a
decade, average salaries are
above their 2006 level, and hous-
ing prices have surpassed their
pre-recession peak. In the past six
months, Twitter and Yelp had to
raise salaries to keep employees
from moving to a fast-growing
number of increasingly aggressive
startups.

The second booming-economy
group includes areas endowed
with oil and gas—Oklahoma, parts

of Texas, New Mexico and Colo-
rado. Here too the labor market is
thriving thanks to technological
innovation such as fracking, hori-
zontal drilling and computer-
based seismic imaging. The most
striking example is western North
Dakota. Like San Francisco, this

When a high-tech
company hires one person,
five other new jobs follow.

area is becoming a magnet for
workers attracted by raising
wages and seemingly insatiable
labor demand.

Despite some current similari-
ties, these two groups offer vastly
different models of economic de-
velopment and their fortunes are
likely to diverge in the long run.
America’s brain hubs have been
growing for three decades, and
there are good economic reasons
to expect that they will continue
to grow. Recent history suggests
that the growth of oil-producing
regions will be reversed if energy
prices decline,

Take the experience of North
Dakota. Its private employment
skyrocketed in 1979-80 when oil
prices increased 300% after the
Iranian revolution of 1979. But
that employment declined
throughout the 1980s, when oil
prices receded, and by the end of
the decade employment was
almost back where it started.
Cities with a high density of

innovative employers and highly
educated workers have also expe-
rienced ups and downs, most no-
tably the 2001-03 dot-com bust.

But the trend in employment,

wages and skills over the past 30
years clearly has been positive.
The rise of America’s innovation
hubs reflects a structural change
in the American economy.

Since 1980, data show that the
economic success of a city has
been increasingly defined by its
number of highly educated work-
ers. Cities with many college-edu-
cated workers and innovative
employers started attracting
more of the same, and cities with
a less educated workforce and
less innovative employers—such
as traditional manufacturing—
started losing ground.

It is a tipping-point dynamic:
Once a city spawns some innova-
tive companies, its ecosystem
changes in ways that make it even
more attractive to others. For
instance, the existence of Sales-
force, Twitter and Yelp in down-
town San Francisco increases the
city’s appeal to other high-tech
entrepreneurs, and makes them
more likely to locate theif eampa-
nies there, along with tech work-
ers from all over the world.
Nationwide, high-tech employ-
ment has grown 25 times faster
than the rest of the economy.

My research shows that scien-
tists and software engineers are
not the only ones who thrive as a
result. Using data on nine million
workers in 320 U.S. metropolitan
areas, I found that for each new

innovation-job in a city, five addi-
tional jobs are created—not only
in professional occupations (law-
yers, teachers, nurses) but also
nonprofessional occupations
(waiters, hairdressers, carpen-
ters). For each new software de-
signer hired at Twitter in San
Francisco, there are five new job
openings for baristas, personal
trainers, therapists and taxi driv-
ers, The most important effect of
high-tech companies on the local
economy is outside high-tech.

This matters for wages, too. In
1980, salaries for workers with a
high-school diploma in Austin and
Raleigh were significantly lower
than the national average. Then
those 'cities became important
hubs for IT and life science, re-
spectively. Salaries are 45%
higher, and the gap keeps expand-
ing. High-school graduates in
Austin and Raleigh don’t work
harder or have higher 1Qs. The
ecosystem around them is differ-
ent.

Most industries have a multi-
plier effect. But none has a bigger
one than the innovation sector:
about three times as large as that
of extractive industries or tradi-
tional manufacturing. Clearly, the
best way for a city or state to
generate jobs for everyone is to
attract innovative companies that
hire highly educated workers.
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