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FROM THE
DIRECTOR

BY ABIGAIL WOZNIAK

Accountability in
the age of Al

‘ recently had a conversation with a leader in the architecture
field. As I do with almost everyone at this point, I asked how they
were using Al and whether they thought it was shaping work in
their area. His answer was clear and striking. He said architects
do two things: They design buildings, and they take accountabil-
ity for the safety of those designs. Al is rapidly contributing to the

first part of the job, but he saw accountability as something that meant

humans would remain key to the process.

This has obvious connections to the research we support and produce
at the Institute. Al is quickly becoming an essential part of research, help-
ing economists and other experts analyze data, solve equations, and com-
municate findings much more rapidly. But at the end of the day, who is
responsible for ensuring that the research is credible?

Ultimately, that accountability sits with researchers and the organiza-
tions that support them. In studying a complex set of human interactions,
like the U.S. economy, researchers have to make choices—about what
data are best when all are limited, which assumptions to accept when sim-
plifying the economy, and whether past studies apply to new situations.

Researchers are ultimately accountable for those choices.

In For All, we are accountable for the information we share with
you. How do we ensure that we are providing research you can feel con-
fident about using? Two ways. First, we feature research that has a strong
connection to the Institute. It comes from scholars who have spent time
here, Federal Reserve colleagues, and our own staff researchers. Second,
we put all our For All publications through a human fact-checking pro-
cess, working to ensure we've correctly summarized research and that
new facts can be reproduced.

We are quickly heading to a future where words and figures on a page
could easily be created by anyone. With Opportunity & Inclusive Growth
Institute research, we have humans in the loop who stand behind their
work. We're glad you're taking time to dive into that work. If you know
someone who'’s looking for a resource to trust, [ hope you'll share this issue
with them. »
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SCHOLAR SPOTLIGHTS

The research community

at the Institute includes
visiting scholars, consultants,
economists, research analysts,
and research assistants.
These scholars bring varied
backgrounds, interests, and
expertise to research that
deepens our understanding
of economic opportunity and
inclusion as well as policies
that work to improve both.

“I try to understand
outcomes for workers

by looking at particular
features of their economic
environment. And a lot of
times, that's about place.”

MOISESYI

MOISES YI

Senior Economist, Center for Economic Studies, U.S. Census Bureau

SIMILAR PEOPLE, DISSIMILAR OUTCOMES

FORALL / FALL2026

The question that prompted Moises Yi’s journey into economics is the
same one at the heart of the academic papers he writes today: What
shapes the outcomes of workers?

“Looking at people that I knew in the labor market, I was struck by
how people who seemed so similar could end up with very different out-
comes,” Yi said.

In graduate school, Yi studied why outcomes varied among manu-
facturing workers in Germany following large declines in employment
in their industry. The research drove home two lessons.

First is the value of rich administrative data that provide enough con-
textual information to tease out what determines
how opportunities and outcomes vary across
workers. This appreciation led Yi to his job at
the U.S. Census Bureau, where he helps improve
data infrastructure for the Longitudinal Employ-
er-Household Dynamics (LEHD) program, which
links workers to their employers over time.

The second lesson: the importance of place.
In the case of displaced German manufacturing
workers, Yi and his co-authors found that where
workers lived mattered. Workers who lived in
places with nonmanufacturing jobs that made use
of their specific skills were better able to adjust
after manufacturing jobs disappeared.
“I try to understand outcomes for workers by
looking at particular features of their economic
environment. And a lot of times, that’s about place—city, neighborhood,
or other geographic context,” Yi said.

The role of place is nuanced in Yi’s research. In one recent paper,
Yi and co-authors David Card and Jesse Rothstein use LEHD data to
examine whether proximity to jobs—and in particular to “good” jobs
that pay above-average wages—is different for Black and White work-
ers who live in the same city. If so, this could help explain the racial
earnings gap. But they find that Black workers’ homes are, if anything,
closer to potential workplaces than White workers’ homes are. Where
workers live relative to potential employers in a city does not appear to
be driving the earnings gap.

However, the economists’ subsequent analysis finds that the neigh-
borhood where children grow up matters quite a lot. Take two children
whose parents have similar incomes. The one who grows up with richer
neighbors is likely to earn more as an adult, the economists find. “Neigh-
borhoods shape the environments and networks children are exposed
to,” Yi said. “For example, growing up around neighbors employed at
high-paying firms is associated with a greater likelihood of working at
those kinds of firms later in life.”

—Lisa Camner McKay




At Jackson Hole, “we
can't lose parts of the
audience” with overly

technical talks. “The

goal is to have a wide-
ranging discussion
amongst policymakers.”

ANDREW GLOVER

ANDREW GLOVER
Research and Policy Advisor, Federal Reserve Bank of Kansas City

PLAIN LANGUAGE, POLICY IMPACT

Like many who read sociologist Matthew Desmond’s 2016 book,
Evicted, Andrew Glover was moved. As an economist, Glover was
moved to construct a mathematical model.

Glover, the Institute’s System affiliate at the Kansas City Fed,
wanted to understand the cycle of evictions that can afflict low-in-
come renters like those profiled in the book. He partnered with
Dean Corbae and Michael Nattinger of the University of Wiscon-
sin-Madison on a paper now coming to fruition. Glover said the

economists wanted a “theory of eviction” to
help assess policies like the eviction morato-
riums common during the pandemic.

Their model features a “two-sided lack
of commitment”: The landlord is inclined to
evict when a tenant hits a rough patch; the
tenant is inclined to depart once back on
their feet (leaving back-rent unpaid). The
optimal result in their setting, the econo-
mists show, would be for both parties to ride
it out. However, they find that eviction bans
or waiting periods lead to excessive screen-
ing of tenants and a drop in housing supply.
A better approach, they determine, would
be a partial subsidy to the landlord. A public
subsidy as low as 25 percent of missed rent
“can overcome those commitment issues at

arelatively affordable cost,” Glover said.

Glover discovered his passion for advanced mathematics lat-
er than many economists; math at his rural Indiana high school
stopped at Algebra 2. An early college philosophy course instilled a
commitment to convey complex ideas in plain language, a value he
brings to his role as research coordinator for the Kansas City Fed'’s
annual Jackson Hole Economic Symposium. “We can’tlose parts of
the audience” with the presentations, Glover said, when “the goal
is to have a wide-ranging discussion amongst policymakers.”

In early 2026 Glover and colleague Johnson Oliyide debuted
their own contribution to Fed policy: a new monthly estimate of
the natural rate of interest (“r-star”). Other estimates are quarterly
and based on projected rates of GDP growth. The Kansas City Fed
measure instead uses the unemployment rate, which is more fre-
quent and “what our dual mandate tells us we should be looking
at,” Glover said.

Growth and employment often move together, but not always.
Their new model could be an important, alternate signal for pol-
icymakers in the age of artificial intelligence. “If we start to see
divergence between underlying growth and labor markets,” Glover
said, different r-star models could suggest “a divergence in what
the appropriate policy rate should be”

—Jeff Horwich




Institute economists “care
a lot about policy, which is
why | got into this.”

RICHARD LIU

RICHARD LIU
Ph.D. Student in Economics, University of Michigan

FINDING HIS PATH, LEAVING HIS MARK
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As he begins a Ph.D. at the University of Michigan, Richard Liu
has been asked a lot: What kind of economics do you want to do?

“I get excited when I say, ‘I don’t know,” said Liu, who just
finished almost three years as a research associate with the Insti-
tute. “There are so many important questions.”

A conversation with Liu spans the opioid crisis in his Indiana
hometown, iron deficiency among schoolchildren in rural Chi-
na, and whether political polariza-
tion affects household consumption.
And that’s before we get to the many
projects where he became integral at
the Institute.

Most of those projects relate to
Income Distributions and Dynamics
in America (IDDA), a joint Institute
effort with the Census Bureau to
publish U.S. earnings data at unprec-
edented detail. Liu’s IDDA work
included teaming with the Minneap-
olis Fed’s Center for Indian Country
Development to advance knowledge
of incomes on Native land areas. He
spent much of his final months in a
vault-like computer lab, poring over
unreleased earnings data and debating the meaning with col-
leagues. “We’d go through four or five different charts and spend,
I kid you not, a half hour talking about each one, trying to think,
What is the story we’re learning from this?”

In 2025, Liu collaborated with counterparts in other cities to
organize the first academic conference by and for Fed research
assistants. Around 100 attended the virtual event, which they
held again in 2026.

Although he majored in economics, Liu’s interest in research
was inspired by a sociology professor. As he joined the Institute,
he still wasn’t sure an econ Ph.D. was the path for him. “The
strongest signal for me that I wanted to apply to grad school was
that I liked going to seminars,” Liu said. “I wanted to understand
more.” He also saw how the economists, while deeply devoted
to economic theory in the Minneapolis Fed tradition, remained
committed to real world influence. “They care a lot about policy,
which is why I got into this

Liu said he found his purpose and potential at the Institute
thanks to the mentorship of Natalie Gubbay, a research associate
who died in a car crash in 2024. “When I first came here, I felt
totally out of my depth,” Liu said. “Natalie was so brilliant. But
also from a character standpoint, one of the most formative parts
of my time here was getting to work with her”

—Jeff Horwich
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Elementary students in Seattle
in the mid-1980s. At the time,
14 percent of children received
health care through Medicaid.
Now the share is 47 percent.
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The intestinal worm Necator americanus (commonly known as
hookworm) arrived in the warm, humid climate of the South
with the slave trade and remained endemic there until the
1950s. Hookworm spread through people’s bare feet around
unsanitary privies, and in the early 20th century 40 percent of
children in 12 states from North Carolina to Texas were infect-
ed. Worms consumed their victims’ blood, causing listlessness,
lack of focus, and stunting, especially in children, who often
missed school or couldn’t pay attention.

Hookworm took an enormous toll on health—so much
so that it held back the Southern economy. The parasites
“so lower the vitality of those who are affected as to retard
their physical and mental development ... [and] make labor
less efficient,” wrote a group of physicians and civic leaders
in 1909, and the disease was “seriously affecting economic
development.” Stock prices of cotton mills in highly infected
areas ran noticeably lower than in areas with lighter infec-
tion because “it takes, by actual count, about 25% more
laborers to secure the same results in the counties where the
infection is heavy.”

The story of hookworm illustrates a fundamental, but
often overlooked, input into economic growth: health. Clas-
sical economic models view output in terms of machines and
materials, work hours, workers’ skills, and the technologies
that combine them. When people are unhealthy, the middle
of this equation falls out. Sluggish students cannot learn. Sick
workers cannot produce. Economic growth benefits from
population health.

Health remains a key issue in discussions about the U.S.
economy today. In fact, 8.6 percent of U.S. gross domes-
tic product goes toward public programs that are meant to
support health. Most of this spending is for the public health
insurance programs Medicare and Medicaid. But does this
spending actually maintain health, and if so, does that deliv-
er economic benefits? In this article we review evidence on

FORALL / FALL2026

President Lyndon B.
Johnson’s 1964 “poverty
tours” helped bring
attention to the role
that poor health plays in million in 1980 to 17.1 million in 1995

economic outcomes.

the link between one specific type of health spending, Med-
icaid’s coverage of children, and how those children influ-
ence the economy when they grow up.

Medicaid’s coverage of children

Today Medicaid provides health insurance to over 35 million
children 18 and under and about 1.5 million pregnant women,
representing about 47 percent of American kids and 41 per-
cent of births. Children typically qualify for Medicaid based
on income, and once they are on the program, they usually
pay nothing for medical care. Health care providers who treat
them are reimbursed by the state Medicaid agency or a private
insurance plan funded by Medicaid. No other income-test-
ed program reaches as many children and, to the extent that
Medicaid affects their health, no other program has such
scope to shape their economic trajectories.

When Medicaid was born in 1965, the link between health
and productivity was fresh in policymakers’ minds. A 1964
Department of Defense report found that a full one-third of
18-year-old men would fail to meet peacetime standards for
military service, with about half of these disqualifications relat-
ed to preventable health issues. About one-third of children—
but almost all poor children—lacked health insurance, and less
than half of the children with incomes in the bottom 10 percent
even visited a doctor each year (Goodman-Bacon 2021).

In response to these concerns about health outcomes for
America’s youth, President Lyndon B. Johnson proposed a
public insurance program: Medicaid. On Medicaid, low-in-
come Americans could receive medical care from existing
providers, who would then be paid with public funds. The
federal government pays most of Medicaid’s costs, but states
mostly run it. Programs began operating in 1966, and by 1975,
they covered 10 million children, a dramatic increase from the
mid-1960s (Figure 1). At the same time, the number of chil-
dren with no insurance fell by almost the same amount, and
the poorest children in the country began to see doctors at the
same rates as everyone else, with approximately 70 percent
visiting a doctor in a year (Goodman-Bacon 2021).

Originally, Medicaid served children whose families received
cash welfare, but over time, federal mandates have made
Medicaid eligibility more generous. In the 1980s, policymak-
ers sought to expand coverage by moving children’s Medicaid
eligibility to a simpler standard: family
income itself. Over the next decade and
a half, the number of children enrolled
in Medicaid increased from about 9.3

(Figure 1). Today, states must cover all
children in households with income less
than 133 percent of the federal poverty line (which comes to
about $44,000 for a family of four), but all states go beyond
that, extending coverage to children in families earning as
much as 400 percent of the poverty line.

In 2023, Medicaid spent about $4,000 per child, not much
different from the average cost of care for children not on

CSU ARCHIVES / EVERETT COLLECTION / ALAMY
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Medicaid. This spending is skewed toward children with the
kind of health needs that can shape health and productivi-
ty years later. For example, half of preterm births in the U.S.
are covered by Medicaid (Meltzer and Markus 2020), and
the acute care that helps these infants regulate their body
temperature, absorb oxygen, and finish their physical devel-
opment has been shown to raise academic achievement in
elementary, middle, and high school (Bharadwaj et al. 2013).

But high spending on critical needs is not the only way that
Medicaid might have longer-run effects. The program also
funds a large amount of low-cost prevention. In fact, at least
80 percent of children on Medicaid use very little costly care,
but nevertheless receive important screenings, checkups, and
preventive services (Kuo and Houtrow 2016). (See “How Med-
icaid spending varies across children,” page 13.)

Alarge research base tries to understand how and how much
Medicaid coverage affects children’s health in the short run.
This evidence consistently shows that Medicaid boosts health
care use and improves health, especially for the lowest-income
children. By the end of the 1970s, for instance, Medicaid had
saved about 35,000 children’s lives by supporting better deliv-

1/ FROM UNINSURED TO COVERED

One of Medicaid’s benefits
is its Early and Periodic
Screening, Diagnostic,
and Treatment program.
This includes the type

of hearing, speech, and
language assessment
pictured here in 1980.

ery care for infants and protecting younger children against
infectious diseases (Goodman-Bacon 2018). As it expanded to
other low-income families in the 1980s, Medicaid generated
similarly large health improvements (Currie and Gruber 1996a,
1996b). Expansions to higher-income
children, however, did not have such
profound effects (Currie et al. 2008),
perhaps because many of these fam-
ilies already had access to insurance
(Lo Sasso and Buchmueller 2004).

A longer-term view raises further
questions about childhood Medicaid
coverage—the same kinds of ques-
tions that arose alongside hookworm infections decades earli-
er. Do Medicaid’s short-run health effects last into adulthood?
Do they open up the pathways through which children gain
skills and grow into healthy, productive workers? Does Medic-
aid ultimately feed back into the economy?

Medicaid’s lasting effects on the labor force

The millions of children originally covered by Medicaid provide
the first good opportunity to learn whether and how the program
shapes economic outcomes down the line. Medicaid’s original
connection to cash welfare programs meant there was meaning-
ful variation across states in the share of children who received
any coverage and the number of years they were covered.

For example, about 1 percent of White children in Vir-
ginia gained access to Medicaid when it began, compared
with 3 percent in Tennessee. And these differences added up
across childhood. The average child born around the mid-
1960s in the top half of states ranked by this welfare-based
Medicaid eligibility measure accumulated about 1.5 years of
Medicaid eligibility before age 11; kids from the bottom half
of states gained one year. Practically, this meant that kids in

As the share of children
covered by Medicaid 40%
increased, the share of
American children who

lacked insurance declined. 30%

Sources: The figure uses administrative 20%
data from the U.S. Department of Health,
Education, and Welfare and the Centers
for Medicare & Medicaid Services to
measure the number of children ages 0 to 10%
19 on Medicaid and related programs, and
population denominators taken from the
U.S. Census Bureau. The share of children
ages 0 to 19 without health insurance is
calculated using a dataset from IPUMS

Percent of children ages 0 to 19

0%

NHIS, University of Minnesota. 1950 1960

1970 1980 1990 2000 2010 2020

Percent uninsured Percent on public insurance
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Difference in adult outcomes between high- and
low-eligibility states in childhood (percentage points)

Medicaid led children to perform better in school,
repeat grades less often, graduate high school at higher
rates, and attend and finish college more.

higher-welfare states grew up with more opportunities than
similar kids from lower-welfare states to see doctors, get pre-
scriptions, receive screenings, and undergo surgical proce-
dures as a result of Medicaid. If this spending prevented or
treated illnesses, made it easier to attend and focus on school,
and ultimately made for healthier adults, we should see bet-
ter economic outcomes for people who grew up in states with
higher Medicaid eligibility.

This is exactly what census data from the 2000s show. Fig-
ure 2 plots differences in adult employment rates (in yellow)
between kids born in higher- versus lower-welfare states by
birth cohort. There is little difference in employment rates in
the two groups of states for adults born long before Medicaid
was available (the yellow line is close to zero). But among peo-
ple who were in elementary school or younger when Medicaid
began, adult employment rates are higher by about one-half
of a percentage point for those who grew up in higher-Med-
icaid areas. Adjusting for differences in cumulative childhood
eligibility across states suggests that raising average child-
hood Medicaid eligibility by one year raises employment by

MEDICAID IN CHILDHOOD,
2/ OPPORTUNITYIN ADULTHOOD

Growing up in states with more Medicaid
access raised adult employment rates and
lowered adult disability rates.

0.8

0.6

0.4

NALIAA

0.2

0.4

-0.6

) Tooold 18 12 6 Born after
to qualify Medicaid

Age when Medicaid started

=== Disability rate Employment rate

Notes: The figure plots differences in the share of adults who report an “ambulatory
difficulty” or having worked in the previous year, both measured out of 100. We
compare adults born in states with above- versus below-median welfare rates in
the year that Medicaid began (1966-1970) and birth cohorts measured relative to the
year that Medicaid began. Outcomes are adjusted for race-by-region trends, then
averaged by cohort and welfare groups, then normalized to zero relative to cohorts
born 19 years before Medicaid. Source: Adult disability and employment rates are
calculated from the 2000 U.S. Census and 2000-2015 American Community Surveys;
IPUMS USA, University of Minnesota.
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about 4 percentage points (Goodman-Bacon 2021). This is a
substantial effect when compared with the national employ-
ment-to-population ratio, which rose by about 10 percentage
points from its trough in the 1950s to its peak in 2000.

Measuring earnings instead of just employment, which
incorporates both who enters the workforce because of Med-
icaid and any effects on education or productivity of workers,
shows that groups with one additional year of average child-
hood eligibility experienced a 2.7 percent increase in earn-
ings, concentrated among lower-income workers most likely
to have used the program. To put this in context, each year
of early life Medicaid exposure raises earnings by almost as
much as a year of adult labor market experience.

These labor market effects appear to stem from just the kind
of health improvements that Medicaid’s architects had in mind.
Figure 2 also shows that adult disability rates are systematically
lower for the cohorts and states where Medicaid raised employ-
ment. Unlike in cases of specific pathogens, such as hookworm,
Medicaid provided broad-based care against childhood ail-
ments. Occupational therapy to manage physical limitations,
prevention or early treatment of acute infectious diseases that
have longer-term consequences, and early diagnosis of chronic
and potentially deadly or disabling conditions could all under-
lie the program’s long-run health effects. Other research con-
firms this finding. Early Medicaid coverage in the 1960s and
1970s is associated with lower adult mortality, disability, and
chronic disease burden (Boudreaux et al. 2016; Sohn 2017;
Goodman-Bacon 2021), explaining why an investment in chil-
dren’s health ultimately paid off in the labor market.!

A second chance to learn about Medicaid’s effects on labor
market outcomes came in the 1980s, when eligibility was
expanded beyond its original link with cash welfare. Some
states already covered most poor children, so new federal
mandates that set income-based eligibility rules resulted in
very little new Medicaid coverage. In other states, however,
thousands of children gained coverage for the first time.

A series of different research teams took advantage of this
variation across states to study the long-term impacts of these
1980s-era expansions, and all pointed toward the same con-
clusions as the 1960s-era research. Medicaid led children to
perform better in school, repeat grades less often, graduate
high school at higher rates, and attend and finish college more
(Thompson 2017; Cohodes et al. 2016). Newly covered chil-
dren were diagnosed with and hospitalized for fewer chron-
ic conditions than other children, and their mortality rates
as teenagers and young adults were lower (Thompson 2017;
Wherry et al. 2018; Miller and Wherry 2018; Brown et al. 2020).
The effects continue to echo: Girls who gained Medicaid cov-
erage as children in the 1980s went on to give birth to healthier
babies in the 2000s (East et al. 2023).

As in the 1960s, improvements in health and education
went hand-in-hand with better labor market outcomes. For
example, one study compared kids whose birthday happened
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to fall on either side of a strict eligibility cutoff
in a 1991 Medicaid reform. It found that Med-
icaid eligibility reduced later-life incarcera-
tion (Arenberg et al. 2024), a finding echoed
in more recent work looking at children who
lose access to mental health therapy and
medications when they become too old to get
Medicaid (Jdcome 2024). More broadly, the
largest study, based on tax data, found that
each year of Medicaid eligibility in childhood
raised annual earnings by about 0.8 percent
(Brown et al. 2020).

Medicaid in childhood and long-

run effects on the economy

Together, this evidence on Medicaid’s long-
run effects is broadly consistent across studies,
research teams, datasets, and policy regimes.
But are these benefits large enough to affect
the economy? Traditional economic mod-
els provide one way to connect the findings
about childhood Medicaid and adult earnings
to conclusions about aggregate economic output (Weil 2007).
If earnings reflect the value of what workers produce, then
the earnings gains from Medicaid are also its contribution to
national output.

To measure this, we first calculate the effect of Medicaid on
adult earnings for each birth cohort based on their amount of
childhood exposure. People born in 1965, for example, accu-
mulated almost one year of eligibility during the earliest era
of Medicaid policy, raising their earnings by almost 2.7 per-
cent. Cohorts born in the 1980s accumulated about four years
of Medicaid exposure because they were children during the
period when eligibility expanded. Combining this with the
findings on Medicaid’s labor market effects suggests that their
childhood eligibility raised these cohorts’ average earnings by
as much as 6 percent.

Next we calculate the share of total earnings in a given year
that come from each cohort, a measure of their contribution
to aggregate output. The 1965 cohort, for example, is relatively
large. In 2005 at age 40, they were near the peak of their earn-
ings profile, meaning their contribution to aggregate output
was large. By 2024, however, the 1965 cohort was smaller in
number and had lower mean earnings because some left the
labor force. Their 6 percent earnings gain because of Medic-
aid thus translates to less of an effect on the overall economy.
Similarly, the contribution of the 1980s cohorts to aggregate
output started out small in the 2000s, when early career earn-
ings were low, but grew over time as these cohorts reached the
peak of their earning capacity around 2024.

Applying Medicaid’s estimated earnings effects to these
cohort-specific contributions in 2005, 2015, and 2024 gives
us a guess about how much Medicaid coverage of children

Students participate in
English class at a Houston,
Texas, high school in 1993.
Research shows part of
Medicaid’s economic benefits
come from helping children
complete more schooling.

raised total output later on. The results suggest
that the history of child Medicaid spending
raised the level of U.S. GDP by 1.8 percent in
2005, 3 percent in 2015, and 4.2 percent in 2024.
That translates to $1.2 trillion in 2024 (at 2024
prices)—more than the cost of the entire Medic-
aid program (which includes care for older people and peo-
ple with disabilities).? While Medicaid’s impact is a one-time
benefit, its size is on par with annual GDP growth in these
years, which averaged 3.1 percent.

Medicaid’s long-run effects may also matter for economic
output by easing federal budgets. Medicaid’s long-run health
and labor market effects led adults to receive less from safe-
ty-net programs, especially those aimed at people in poor
health, and to pay more in income taxes (Goodman-Bacon
2021; Brown et al. 2020). These savings to the government
are now greater than the original cost of covering children
through Medicaid during the program’s first three decades. To
the extent that these savings ease pressure on governments to
raise revenue in ways that may depress economic growth, or to
shift spending toward other productive uses, Medicaid may be
raising output by even more.

Medicaid funding and health care sector economics
Today’s debates about Medicaid do relate to economic growth,
but they often have more to do with the nearly $1 trillion pro-
gram’s role in the health care industry than with its enrollees.
In 2022, nearly 15 million people were employed in the health
care sector, representing about 9 percent of all jobs in the U.S.
economy. Medicaid financially supports the hospitals and
clinics where these workers are employed, especially in rural
areas where nearly 1 in 4 people have Medicaid coverage. With
rural hospital closures surging, the role of Medicaid in keep-
ing the labor market stable and health care in good supply in
these areas is a key concern.

But despite bringing in revenue for hospitals, Medicaid
is an imperfect source of support for health care providers.
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The program reimburses providers at a lower rate than com-
mercial insurance plans and is far more likely to deny medical
care claims. As a result, a typical Medicaid visit generates about
$87 in revenue for a physician, while a visit from a commercial-
ly insured patient generates $178 (Dunn et al. 2024). These low
reimbursement rates likely dampen any beneficial effect of the
program on the health care sector’s employment and output.

Yet boosting reimbursements is no easy fix. Medicaid is
already costly to both federal and state governments, represent-
ing nearly 20 percent of state general funds in 2024. Medicaid’s
price tag creates pressure to raise revenue or forego other spend-
ing priorities, both of which may dampen economic growth.
Therefore, while research clearly shows that Medicaid can deliv-
er long-run economic benefits, a program of its size can also
generate large short-run costs.

From childhood health to a lifetime
of learning and earning
Not long after the economic costs of hookworm became clear,
John D. Rockefeller Jr., motivated both as a philanthropist and
an industrialist with a stake in Southern productivity, pledged
to fight the parasite. The newly formed Rockefeller Sanitary
Commission provided thousands of 50-cent doses of thyme oil
to treat infection and scores of new latrines to prevent its spread.
The costs were modest, but the returns were huge. School atten-
dance, performance, and even literacy rates jumped in the
South, and years later, children who avoided hookworm grew up
to earn 40 percent more than they otherwise would have, mean-
ingfully shrinking the income gap between the North and the
South (Bleakley 2007). A simple investment in children’s health
became a massive investment in the region’s economic future.
Medicaid has the same goal. In a message to Congress rec-
ommending a 12-point program for America’s children, Presi-
dent Johnson argued that “our whole society pays a toll for the
unhealthy and crippled children who go without medical care:
a total of incalculable human suffering, unemployment, rising
rates of disabling disease, and expenditures for special educa-
tion and institutions for the handicapped.” Now, 60 years later,
we are in a position to evaluate whether Medicaid addressed
Johnson’s observation. It did. Maintaining child health shapes
a lifetime of learning and work. Evidence now shows that this
force, multiplied across millions of children, can also shape the
growth of an economy.

Sarah Miller is a professor at the Ross School of Business at the University of
Michigan.

1 Medicaid also boosted the labor market by maintaining the population itself.
Perhaps 2 percent of people exposed to Medicaid as young children survived to
2015 because of it, and a large share of them likely worked.

2 This finding also lines up broadly with a recent analysis by the Congressional
Budget Office, which (based on the same body of research) used an annual
earnings effect of 0.5 percent per year of childhood eligibility. Applying this
number to average childhood Medicaid eligibility, which was 5.8 years in 2024
(adjusted to account for different cohorts’ earnings), gives a similarly large
output effect of 2.9 percent.
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LISA CAMNER MCKAY AND NINA LEO, WITH RESEARCH ASSISTANCE FROM AIDAN BRYANT AND ELLA TRACY

DATA DIVE

How Medicaid spending varies across children

In 2023, Medicaid paid around $119.5 how Medicaid spending is actually penditure Panel Survey (MEPS), which
billion in medical expenses for the distributed across the population of provides detailed, nationally representa-
35.5 million children ages O to 18 who enrolled children. tive data on health care expenditures by
were enrolled in the program. That’s To gain a clearer picture of how Med-  payment source. The survey data show
an average of $3,366 per child. But icaid spending varies across children, that Medicaid spends $300 or less on
that average doesn’t say much about researchers can turn to the Medical Ex-  half of enrollees ages O to 18.

1 / BREAKING DOWN MEDICAID COSTS PER CHILD

Average annual Medicaid expenditure among enrollees ages O to 18 in the survey sample

30 3030

24% of children had
$0 in expenditures
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@ 50% had less than @ 25% had expenditures @ 15% had expenditures 5% had expenditures ©® 4%had expenditures ® 1% had expenditures
$300 in expenditures  “JT* of $301-$1,099 M of $1100-$3,799 0f $3,800-$7500  “J| of $7501-627298  “J1" of $27,300 or more

Note: Data cover 2019 to 2023. Of the approximately 15,500 children ages 0 to 18 included in the sample, 53 percent were covered by Medicaid, compared with 47 percent
of the total U.S. population of children. Dollar amounts are rounded to nearest hundred.

2/ MORE VISITS, MORE EXPENSIVE VISITS

Type and number of medical events for children with different average annual Medicaid expenditures

MEPS data also capture the Lowest
number and average dollar exPe”d”%rfS
amounts associated with dif- (bottom 50%)

ferent typ.e.s of med.lcal visits. Medium-high
Not surprisingly, children expenditures
with higher expenditures (75%-90%)

experienced more medical

events in ayear. On average, Highest

children in the bottom 50 eXpe?f””{;i
o op1%

percent of Medicaid expen- P

ditures had 1.5 office-based 0 10 20 30 40 50 80
visits that cost Medicaid $45 Average annual number of medical visits
each. Children in the top 1

percent had an average of B office-based medical provider visit . Dental visit . Outpatient visit Home health
40 4 visits that cost Medic- [ | Emergency room visit . Hospital inpatient stay . Other medical expense
aid $285 each. Note: The data are conditional on having at least one event.

Source: IPUMS MEPS, University of Minnesota.
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INTERVIEW

Leadership
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Policy school dean Marianne Wanamaker discusses
tech-driven growth, demographic decline, and why young
adults may be uniquely equipped to meet the moment.

AMY SMOTHERMAN BURGESS



When Marianne Wanamaker stepped in to instruct a class
on public leadership at the University of Tennessee’s
Baker School, she had two goals: Teach the next gen-
eration of public servants the history of recent leader-
ship crises and emphasize the trade-offs that leaders
faced in real time.

“The idea here was, hey, these kids are 22 years old.
They're going to go out and be ready to work at a pub-
lic employer, and there are a whole series of stories
that their bosses know that they don’t know, at least
not in the same way that their bosses know them,’
Wanamaker said. “If you try to look at all of what is
happening right now without that context, how would
you ever make sense of it?”

To study each of those stories—Hurricane Katrina,
9/11, COVID, the financial crisis—the class took the
perspective of the people making the choices. “We
framed it as, What are the trade-offs that someone
in that position is facing?” Wanamaker said. “And
therefore, why might someone think this was the right
answer, even if in retrospect, we understand that it
wasn’t? It’s about understanding that every time you
make a decision in public life, you're choosing one
value over another one.”

The class reflected themes that have animated
Wanamaker’s career: a love of history, a commitment
to public service, and a belief that listening to others
is essential for citizens and leaders alike. Wanamaker
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was drawn to economics because of her fascination with peo-
ple’s stories. “I want to know where you started, what caused
you to take the education path that you took, how did you end
up where you are?”

Wanamaker’s own journey started in Tennessee, where
she grew up hearing stories from great-aunts and great-un-
cles who had, like millions of other Americans, followed the
railways to points north and west before returning home. She
later published several papers on the Great Migration. After
earning tenure as a professor of economics at the University
of Tennessee and serving on the White House Council of Eco-
nomic Advisers, she became executive director of the Howard
H. Baker Jr. Center for Public Policy, leading its transforma-
tion into Tennessee’s first school of public policy that gradu-
ates students with master’s and bachelor’s degrees. The Baker
School of Public Policy and Public Affairs is now in its fourth
year of operations.

“This place had zero students three years ago, and we're
going to have 600 in the fall” Wanamaker said. “The way you
get to changing the nature of the public service workforce is
you just graduate students, and in 10 years you will be able to
see your impact.”

This interview has been edited for length and clarity.

What were the big questions that inspired you
to specialize as an economic historian?

I started my career being really interested in choices people
made about how many children to have. I studied all of that
in a historical context. One of the big mysteries of economic
history is the demographic transition. Why was it that we went
from having basically as many babies as we could to a very,
very small subset of that number? Why did it happen in differ-
ent places at different times for different demographic groups
inthe U.S.?

I'think what's interesting about it is it’s only partially econom-
ic. It’s also cultural—it’s about what are the elites doing and how
do people model that or follow that. And so that kind of trans-
mission of ideas alongside the economic causes—that’s what
Joel Mokyr won the Nobel prize for, was trying to understand the
dissemination of ideas and how that intersects with the dissemi-
nation of economic change itself. Fertility is no different.

The saying goes that those who do not know
history are condemned to repeat it. Do you look
around you and feel like we are making some
of the same mistakes?

Yesterday, I was thinking about how when you study demo-
graphic history, you start with Malthus and the idea that the
amount of life-sustaining material in the environment is the
thing that determines the birth rate.

And so in years where there’s more food, there are more
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babies. I mean, it’s true for deer and it’s true for humans.
And this is the thing you're trying to refute in economic the-
ories about demography, that it’s not just about how much
food there is. But if you think about what is happening right
now, why are people not having babies? One of the reasons
people aren’t having babies is it’s super expensive to get a
house. It’s super expensive to get day care. All the pieces are
really expensive, and food is back on the menu of things that
are in scarcity.

So I've been thinking the last 24 hours, Malthus is back.
And if you want a different demographic outcome, you can’t
have everything be expensive and you really can’t have hous-
ing be expensive. People just aren’t going to have babies in
that environment.

So anyway, that’s my hot take on an old idea.

What are some of the important economic
consequences of the decline in fertility that you
see as deserving more of our attention?

The one that is really interesting to me is the public finance
implications. So here’s an example. In Southern states, our
fertility rates are pretty low. Our death rates are pretty high.

But what we do have in the South are some higher edu-
cation institutions that we're super attached to. This is not
just in the South, but thinking about the state that I'm in and
the states that border us, there are a lot of flagship universi-
ties. Mississippi has two, Alabama has two, South Carolina
has two. And you start thinking about a decline in popula-
tion and how do you support those schools? And then you
think about the regional state schools. The regional schools
are really important from an economic development per-
spective, yet there’s no way that all of those higher ed insti-
tutions can maintain the scale that they have been at. And so
it’s going to require some sort of interesting public finance
outcome, which almost certainly means we have less money
for other stuff.

Another place we may see a consequence of the
demographic transition is the trajectory of U.S.
economic growth. What do you see as the drivers
of growth in the American economy right now?

Well, I've certainly changed my perspective on this as the
country has sort of changed its strategy. Not meaning that we
actually have been cognizant of our changing strategy, but
quietly behind the scenes, we have changed our strategy as a
country from “We are going to lead on labor force” to “We're
going to lead on technology.”

I think it would be healthy for all of us to take a step back
and acknowledge this quiet choice that we’ve made. If  were in
charge, task number one is write down the equation: Economic
growth equals the sum of the growth in workforce plus the growth



Winning is not the calling.

The compromise is the calling.

in labor productivity. That’s it. And then you can say, because
we have decided to really restrict immigration and workforce,
that means that in order for this economy to keep growing, the
technology that drives labor productivity has to shine.

We didn’t have to make this choice, but it’s a choice that
we made. I think most Americans don’t realize that there was
a fork in the road and we took one path—the low immigration
path—and not the other. And I think the whole conversation is
healthier once you can do that.

In 2024, 84 percent of population growth in this country
was due to immigration. That tends to get people’s attention.
They're like, wait, what?

Ifyou don’t have more people, the only other way to grow is
through innovation. And I think you see that playing out right
now with the intense focus on technology—which the govern-
ment didn’t lead. This is really a private sector process.

People don’t trust technology all the time, they don’t trust
data centers, they don’t trust AL. And yet in the absence of pop-
ulation growth, these things are the key to economic growth.
There’s no way around it. And so I think the policy world is
trying to figure out how to manage that. We put all of our eggs
in the technology and innovation basket, and the American
people are really skeptical about the technology and innova-
tion basket. And so what do we do next?

Let me put that question back to you:

What do we do next? How should leaders be
communicating about technology in order to
build trust and foster economic growth?

On the technology side, I think a sort of silver lining in all of
this is that no one trusts technology. People on the left, peo-
ple on the right, people in the middle. So it’s actually a very
nonpolarizing topic, and it’s hard to name a lot of nonpolariz-
ing topics right now. Now, it’s polarizing in the sense that you
have pro-technology and anti-technology people, but they
don’t cleanly line up with political parties.

I'll also say that when it comes to data centers in particular,
their location, the side effects, the environment, the tax, the
effects on the energy system, these are hyper-local questions.
And it’s good for us as Americans to have hyper-local ques-
tions that get sorted out in our city councils and our county
commissions and don’t get resolved in Washington. Immigra-
tion isn’t a thing that you could sort out in the city council in
Knoxville, but data centers are.

As the drivers of economic growth shift,
how do you see the opportunity for economic mobility
for the younger generation?

I think there are lots of reasons to be optimistic. We're in a peri-
od of very disruptive change. Disruption can reset what oth-
erwise would be a default to higher levels of inequality and
less mobility.

It doesn’t have to turn out that way, but it could. The opti-
mistic side of me sees a leveling of the playing field in the
sense that there are things that AI can do where previously, it
would’ve taken a particular path to develop that skill and that
particular path might have been more accessible to higher
socioeconomic status individuals. I do think this technology
has a chance to democratize a lot of things.

One thing I think that’s concerning when you look at the
early data on Al is that men are way more likely to adopt Al
in their daily life than women. And they’re also more likely
to build the skillset. So I think that’s something we have to
watch. Will that change over time or is that destined to be
a gender gap that we're going to live with forever? I would
view that to be a very negative thing if that’s the way that
that played out.

On the flip side, what do you see as some of the
obstacles to inclusion in the economy today?

What I see is we still have a lot of attention in this country on
higher education. I work in higher education and it’s great to
have attention on your industry, but from my perspective, our
attention on higher education is way out of line with our atten-
tion on what happens before kids get to school.

In my own state, we spend a ton of resources and a ton of
time thinking about what happens as soon as a kid turns 18
and graduates from high school. What community college are
they going to? What training program are they in? What'’s their
workforce pathway?

How much time do we spend thinking about what hap-
pened to the kid the year before they show up in the kinder-
garten room? Zero. And yet I think you could argue that what
happens to them when they’re 4 is just as important as what
happens to them when they’re 19, or certainly it’s not zero and
100 percent. It’s way harder to catch up than to never allow the
gap to emerge.

I'll also say that I find it a little bit puzzling that when we
talk about pre-K, we talk about it as though it’s just solving
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this human capital problem. But pre-K also solves day care,
which is on people’s top-five list of affordability problems in
this country.

There have been a lot of headlines about the tough
economic environment that new college graduates are
facing. What is your message to the undergraduates at
the Baker School in light of these anxieties?

I'thinkit’s actually a two-part issue. One is the headlines about
the labor market that they're walking into. Two is how many
times this generation has been told that they are in deficit as
a generation.

So what I tell them is, Look, I can’t do anything about hous-
ing prices. I can’t change that. I can tell you that, Are unem-
ployment rates for college-age kids coming out of college
higher than they have been? Yes. Are they high? No. You still
have a 95 percent chance of employment. So first of all, let’s
make sure we understand what the numbers actually say.

And then the other thing that I spend a lot of time talking
to them about is this deficit framing of their generation, that
there’s something wrong with them. And I remind them
that we have a country that is desperate for an ability to
talk across difference, to find inclusion, to solve problems
together. And those are all the characteristics that this gen-
eration does have.

They're really good problem solvers. They're very interested
in inclusion. I think it’s because of COVID. The group that I am
with every single day, they love a good gathering where Repub-
licans and Democrats are in the same room. They love that.

Then on the economic side of the equation, they are in
a position to take advantage of the technological change in
a way that those of us who are 20 years their senior cannot.
Can I rewrite an email with AI? Sure. Can it be part of what
I offer the labor market? Absolutely not. Can it be that for
them? Yes. And there’s increasing evidence that employers
are looking for that.

This isn't the first time a younger generation

has been told by their elders that they don't have what
it takes. Do you think there’s something different about
the message that young folks today are hearing?

Imean, I don’t think it’s different from what they were told, but
I think the context is wildly different. At the moment people
don'’t believe in the capacity of the country to do the things
that we have to do to succeed. And so it’s not that I think the
country is telling this generation that it’s their fault, but they
certainly aren’t recognizing that they’re the answer.
Fundamentally what we’re not able to do as a country
anymore is communicate. And what is the younger genera-
tion good at? They do know how to communicate. They may
not communicate the way we do, but I enjoy watching high

FORALL / FALL2026

schoolers, college-aged kids on Instagram or on LinkedIn.
When someone posts something that they've done, they will
get 400 messages of how proud their classmates are of them.
That would not have happened when I was that age even if
Instagram was available. Just the level of support and collab-
oration in life is different for this group in a way that I think
is super helpful.

How does the Baker School prepare students
to be effective public problem solvers and
meet the challenges at the moment?

Well, we start with their first class when they come to the Baker
School, which is an introduction to citizenship. The idea is to
get them prepared to think about their role as citizens as well
as the role of government. What is it supposed to be doing?
What is our role in it? And then they take an introduction to
public policy, which is how do we get stuff done? What are we
trying to accomplish? And an important part of how you get
stuff done and how you become a public problem solver is
that you listen to other perspectives.

I think the beauty of what we’ve built at UT at the Baker
School is that we have very intentionally recruited students
from all over the political spectrum. So you're in class from
the beginning with people who by definition you're not going
to agree with about everything. And then our faculty are in
the business of helping people see, okay, you don’t agree with
this person about this, but you still have to solve the problem.
How might you get to a solution that everyone can live with?
That used to be called compromise. It’s a dirty word these
days, so we don’t use it. But public problem-solving is just as
good a phrase.

But it starts with recognizing the strengths of this generation.
That tension of, “Hey, we both want to solve this problem, but
we don’t see eye to eye on it”—they enjoy living in that tension.

Tennessee recently passed a law to improve
civic education at the K-12 level. What are the
essential components of civics learning and
how does civic knowledge strengthen our
communities and our country?

I think the core of civic knowledge is understanding that the
system was built for disagreement. If you understand that,
then everything else is possible. If you don’t understand
that, then it’s not possible. And the way you understand
that is to study the founding. Understanding the diversi-
ty of views that were in the room, the way that the actual
outcome, the U.S. Constitution, is itself a compromise and
it reflects the disagreement of those founders. If those great
humans can disagree and still find common ground, that is
the calling for all of us.

Winning is not the calling. The compromise is the calling. »



World-class research can be
lengthy and complex. Here,
we present key findings from
several studies by Opportunity
& Inclusive Growth Institute
scholars. These examples
represent a fraction of the
Institute’s growing body of
research. For our full library, visit
minneapolisfed.org/institute/
publications/working-papers.

Opening the doors wider

The economic upside of admitting more
ILLUSTRATIONS students to selective public colleges
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ver the past half-cen-

tury, one education

trend towers above

the rest: Americans
are going to college in
greater numbers. In 1970,
about 1 in 10 adults held a college degree.
Today, 1 in 3 do. This surge in demand
makes economic sense—college offers a
sizable payoff in the labor market. Medi-
an earnings of workers with a bachelor’s
degree are about 70 percent higher than
median earnings of workers with a high
school diploma alone.

There is an additional incentive for
students to attend more selective and
higher-resourced schools. Research finds
that students who attend selective four-
year colleges earn 20 to 30 percent more
per year than their peers who attend
more inclusive four-year colleges.

Yet as demand for college has climbed,
acceptance rates at the most selective
schools have moved in the opposite direc-
tion. The limited classroom seats mean
that many qualified students are shut out.

What if selective public colleges
enrolled more students? And not just
a few more, but 20 percent more? This
question is at the heart of a new working
paper by St. Louis Fed System affiliate
Oksana Leukhina and co-authors Lutz
Hendricks and Tatyana Koreshkova.

A model of college admissions
and college choice
To predict college expansion’s effect on
the economy, the economists model
individual decisions to attend college
and how college education translates to
employment income.

At first blush, estimating the effect on
earnings of college expansion might seem
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like a simple calculation: College-educat-
ed workers earn X on average, noncol-
lege-educated workers earn Y, so if we
move folks from one category to the other,
aggregate earnings increase by Z.

But that assumes everyone would
benefit from a selective college in the
same way.

“We need a model because people
differ in terms of unobservable charac-
teristics,” said Leukhina. Not everyone

dent test scores, cost, and graduation
requirements, summarized in the table.
(Expenditures, tuition, and net costs are
reported in 2000 dollars.)

The economists use data from the
National Longitudinal Survey of Youth
to capture real-world values of the vari-
ables they include in their model. This
survey follows a representative sample of
Americans who were born between 1980
and 1984. For each high school graduate,

“Alot of the kids who are constrained by
admissions and therefore benefit from
expanded capacity at selective colleges
tend to come from lower-income families.”

OKSANA LEUKHINA

who could succeed in college has the
opportunity to attend, for instance, and
not everyone who enrolls in college
graduates. In addition, “some students
just may do better in certain types of
colleges,” Leukhina said. Higher-ability
students may thrive in selective colleges
while lower-ability students may do bet-
ter at other colleges.

In addition, the model includes
features that resonate with the choic-
es and constraints we face in real life.
Students differ in their learning ability,
test scores, and parents’ income. They
don’t know with certainty which school
is best for their learning ability, or how
attending one school versus another will
impact their future earnings. They also
have idiosyncratic preferences for cer-
tain schools unrelated to their ability or
finances—often schools close to home
or those attended by parents or friends.
“Those preferences are important in
explaining why certain people go to cer-
tain schools,” Leukhina said.

The real higher education landscape
encompasses some 3,500 degree-grant-
ing institutions, so to simplify, Leukh-
ina and her co-authors consider four
categories of colleges that differ in stu-

the economists observe their test scores,
college attended, net cost of college,
student loans, earnings while in college,
parental income, parental money trans-
fers, degrees earned, and a time series of
earnings after graduation. These detailed
data help the economists understand
how students are sorting across colleges
now, which they use to predict how a
change to admissions policies would rip-
ple through college enrollment and then
the economy.

The big payoff to more seats

at selective colleges

So what happens when top-tier col-
leges admit 20 percent more students
(equivalent to 2 percent of graduating
high school students each year)? Unsur-
prisingly, more students go to top-tier
colleges. But because of the complemen-
tarity between student and school, it
matters which students go.

According to the data, around 70 per-
cent of students in the top quartile of stu-
denttestscores already enrollin four-year
colleges. The main effect of the expan-
sion, the economists predict, would be
for students in the second-highest quar-
tile of student test scores. About a third




of students in this group do not enroll
in college at all, the data show. When
admissions expand, the model predicts
that a significant share of this group will
enroll at Tier 1 colleges. Because these
students are similar in ability to previ-
ous Tier 1 college students, they perform
similarly at college, graduating at rates
near 80 percent. The lifetime earnings for
a top-tier college graduate are close to 50
percent higher than the lifetime earnings
of anoncollege graduate, the economists
find. As a result, the expansion of seats
at top-tier colleges will increase total
earnings in the economy by 0.8 percent.
(While some students might “shift up”
from a Tier 3 or Tier 2 to a Tier 1 college,
this is not a meaningful element to the
macro-level outcome.)

“The wage gain is equivalent to in-
creasing consumption every day for the

FOURTIERS OF COLLEGES

rest of your life by 0.8 percent,” Leukhina
explained.

The earnings gains are also consider-
ably higher than the cost of adding the
college seats. For their hypothetical sce-
nario, Leukhina and co-authors assume
that spending per student stays the same
so that the college experience doesn’t
degrade. The cost of the 20 percent
expansion is about one-eighth of the esti-
mated aggregate earnings gain and could
therefore be financed with taxes.

How expansion affects readiness,
wages, and the workforce

Giving more students the opportunity
to attend top-tier college sounds like
a good thing. But critics of collegiate
expansions point out several concerns.
One, they question whether the stu-
dents who enroll at selective colleges

The differences among the four tiers matter for how a change to
admissions policies might affect students and the economy.

Tier 4
Average percentile score on
Armed Forces Qualification Test 50
Graduation rate within 6 years N/A
Expenditure per student $4,304
Average tuition $2,060
Average net college cost $795
Example schools Bunker Hill
Community
College
Normandale
Community
College

Tier3 Tier 2 Tier1

61 73 83

53% T4% 85%

$8,153 $10,166 $16,659

$6,001 $7,349 $12,991

$1153 $2,692 $5,590

San Diego State Washington University of

University State University | North Carolina

Missouri Valley University of University of

College Central Florida California,
Santa Barbara

Note: Graduation rates refer only to four-year degrees, and by construction, Tier 4 schools do not offer four-year
degrees. Tiers 1-3 include all four-year colleges, with each tier accounting for about one-third of total freshmen
enrollment. Expenditure per student is calculated from 2000 data, when the NLSY 1997 cohort was entering col-
lege. Armed Forces Qualification Test is administered as part of the NLSY survey. Source: Hendricks, Koreshkova,
and Leukhina, “Expanding Access to Selective Colleges,” June 2026, using data from the National Longitudinal
Survey of Youth 1997 cohort (U.S. Bureau of Labor Statistics) and Integrated Postsecondary Education Data

System (Institute of Education Sciences).
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« Limited capacity prevents
qualified students from attending
selective colleges

« Expanding enrollment is predicted
to increase average earnings eight
times more than cost of expansion

« New seats disproportionately go to
lower-income students, increasing
intergenerational mobility

under the expansion will be appropri-
ately prepared for their college expe-
rience. Leukhina and her co-authors
expect the average learning ability of
students admitted to the most selective
schools would decline if enrollment
were expanded, but only slightly. The
new admittees are still high-ability stu-
dents who were previously excluded due
to capacity constraints. As a result, their
graduation rates remain high, and any
negative effects on the learning of the
highest-ability students would be small.
The second concern: Expanding the
supply of college graduates could shrink
the wage premium that college gradu-
ates earn. The principles of supply and
demand mean an increase in the supply
of college graduates will reduce their
wages. The economists calculate that the
college wage premium would fall about
4 percent as a result of the expansion.
Recent estimates put that college wage
premium at 74 percent—so it remains
large even after a 4 percent decline. On
the flip side, the decrease in the noncol-
lege-educated workforce should lead to
a small increase in their wages.
Furthermore, “a lot of the kids who
are constrained by admissions and
therefore benefit from expanded capaci-
ty at selective colleges tend to come from
lower-income families,” Leukhina said.
Giving more students from less-well-off
backgrounds access to top-tier colleges
means their future earnings are less tied
to their parents’ earnings, increasing
intergenerational mobility. =
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What explains the broken
rungs on the U.S. job ladder?

Wage growth for American workers has stalled
as moving between jobs has gotten harder

BY LISA CAMNER MCKAY

. t's hard to find a consensus of opinions, but this might come close: Workers
want their wages to go up over time, ideally over and above inflation. These
raises are what allow them to not just keep pace with the cost of groceries
and rent but afford more—nicer neighborhoods, better computers, more
berries. At an economy-wide level, this real wage growth (wage growth
after adjusting for inflation) means that as society becomes richer and

more productive, living standards improve in the population as a whole. It’s what

allows children to grow up to be better off than their parents.
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Between the late 1940s and late 1970s,
Americans enjoyed strong economic per-
formance. Real GDP per capita, a mea-
sure of total economic output per person,
doubled between 1947 and 1977. So did
worker productivity, measured as output
per hour. Real wages rose in tandem with
these other indicators of economic growth,
more than doubling over the same span.

Starting around 1980, the picture
changed. The economy continued to
grow, but real wages no longer kept pace.
Between 1980 and 2020, real GDP per cap-
ita and worker productivity both doubled
(a 100 percent increase). But real wages
grew only 25 percent, former Institute visit-
ing scholar Niklas Engbom and his co-au-
thors explain in a recent Institute working
paper. And once demographic changes
are taken into account—the workforce




has grown older and more educated—
real wage growth is close to zero.

The trajectory of productivity growth
tells us that the economy is producing
more. The flat real wage growth tells us
that many workers are not benefiting
from that progress. Why? Economists
have studied a number of possibilities.
The introduction of new technologies,
trade exposure, the decline of unions,
and the falling real value of the feder-
al minimum wage have all negatively
affected wages for American workers
over the last four decades.

Engbom and his co-authors examine a
complementary explanation: Something
about the way workers previously made
wage gains over their career has changed.

How the job ladder helps

workers reach higher wages
Economists like to use the metaphor of
a job ladder to describe how workers
progress in pay over their career. A work-
er gets an entry-level job, acquires skills,
then takes a new, better-paying position
at a different company.

Nursing is a booming occupation
where some can still climb the job ladder
that many American workers were once
able to count on. This upward trajectory
has characterized the nursing career of
Lauren Kemp. (Kemp is related to the
author.) After earning her Bachelor of
Science and becoming a registered nurse,
Kemp’s first job was at a nursing home
in northeast Ohio, where she assisted
residents with activities of daily living
and medication. The pay was quite low,
Kemp said, lower than many hospital RN
positions. After nine months, she found a
nursing job in a hospital in Texas where
the pay was higher (and cost of living
lower). A couple of years later, she started
as a traveling bedside nurse—a challeng-
ing job but traditionally one that offers
the highest wages for nurses. Her path
illustrates how job-to-job transitions can
lead to higher earnings during a career.

Though the job ladder metaphor has

always been idealized, research has
found again and again that workers who
make more moves from one employer to
another experience greater wage gains
over their lifetime.

Evidence of a weakening job ladder
How can we know how prevalent Kemp's
experience of upward mobility is among
workers generally? In the data, Engbom
and his co-authors look for evidence of
upward job mobility by comparing the
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« Despite growing worker
productivity, average real wage
growth has been close to zero

« Employed workers today are half
as likely to receive better-paying
outside offers as workers in 1980s

- Employer concentration and
non-compete agreements have
made it harder for workers to find
better-paying jobs

The trajectory of productivity growth tells
us the economy is producing more. The flat
real wage growth tells us many workers are
not benefiting from that progress.

wage distribution of employed workers
with the distribution of offered wages
to nonemployed workers. Economists
expect these distributions to look dif-
ferent for at least three reasons. One,
employed workers tend to have more
bargaining power to negotiate higher
wages when they receive an offer. Two,
employed workers tend to be more
selective about which jobs to apply to
and accept. And three, nonemployed
individuals may experience skill loss
when not employed.

So, when the distribution of offered
wages is lower than the wage distribu-
tion of employed workers, that suggests
employed workers are receiving high-
er-paying offers and are climbing that
proverbial job ladder. This is “upward
job mobility” In contrast, when the two
distributions are very similar, it suggests
that employed workers aren’t making
much wage gains once employed.

Using data from the Current Popula-
tion Survey, Engbom and his co-authors
find that there was a meaningful gap
between the employed wage distribution
and the wage offer distribution in the

1980s. However, the gap has narrowed
in each of the subsequent three decades.
By the 2010s, the two distributions were
very similar. In other words, a person
who takes a job from nonemployment
can expect less wage gain over their
years of employment.

This lower wage growth is true across
the board: for men and women, for college-
educated and noncollege-educated work-
ers, for White workers and non-White
workers. The group that has seen the
most pronounced decline in upward
job mobility is younger workers. “The
new entrants into the U.S. labor mar-
ket, they've seen a complete collapse of
the job ladder over time,” Engbom said.
The economists estimate that employed
workers today are about half as likely to
receive a better-paying outside offer as
they were in the 1980s.

To get a deeper understanding of
what’s happening to the job ladder,
Engbom and his co-authors use the
National Longitudinal Survey of Youth
(NLSY), which tracks labor market activ-
ities and other significant life events for
thousands of Americans over several
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decades. In theory, wage gains after join-
ing the workforce from nonemployment
could come from sizeable raises at the
same employer or from job-to-job tran-
sitions (a term economists use to refer to
changing companies).

The NLSY data show that in practice,
“job movers” are the ones who expe-
rience wage gains while “job stayers”
gain very little. And in each decade since
the 1980s, the share of job movers has
declined while the share of job stayers
has gone up. The result: less upward job
mobility for workers.

What is causing job mobility

to decline?

The data show workers are making few-
er moves up the ladder to higher-paying
jobs. The next step is to diagnose what has
caused this decline in upward job mobil-
ity. And the list of possible reasons runs
long. These reasons may relate to econ-
omy-wide changes, changes to worker
preferences, or changes to firm behavior.

Less demand for labor?

One possibility concerns demand for
labor in the economy. If demand for
labor falls, the rate at which people find
jobs will fall too—for all workers. This
isn’t what the data show, however. “What
we see instead is not much of a decline in
the job-finding rate of the unemployed,
but a sharp decline in the job-finding
rate of the employed,” Engbom said,
“which leads us to think about the types
of factors that have particularly affected
the job-finding prospects of employees.”

Changing worker preferences?
Other potential explanations stem from
the preferences of workers. For instance,
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“The new entrants into the U.S. labor market
[have] seen a complete collapse of the job
ladder overtime.” nikiasencsom

maybe workers are moving to jobs that
pay less but have better perks and ben-
efits. Or maybe people aren’t changing
employers because it is hard for them to
move, period, due to rising interest rates
or dual-career households. Engbom and
his co-authors investigate each of these
potential explanations, but they don't
find evidence in the data for either one.

Changing firm behavior?

Employer behavior could also be making
it more difficult for workers to move to
higher-paying jobs. Two recent trends
deserve scrutiny. First, employment
opportunities in local labor markets are
often concentrated among a small num-
ber of employers. This makes it harder to
shop around for jobs because there just
aren’t that many employers. Second, firms
have increasingly required employees to
sign non-compete agreements, a tool
explicitly designed to limit job mobility
for workers. When the economists dig into
these trends, they find they matter a lot.

Nowhere to go: The prevalence
of employer concentration
Economists typically measure employer
concentration by looking at the number of
firms in alocal labor market and the share
of local employment those firms have.
Using the variation in employer con-
centration across states and across time,
Engbom and co-authors find that states
with larger increases in concentration also
experienced larger declines in upward job
mobility. Specifically, workers in states
where employer concentration increased
more received fewer better-paying job
offers from new employers.

“If you think about a town back in the
days with maybe 10 employers that you

could shop for jobs at, you could move
across this set of employers,” Engbom
said. “If that has shrunk to four today,
that just mechanically restricts your abil-
ity to find a job. If you're unemployed,
it might not make that much of a differ-
ence. You can still find a job. It’s just that
once you're at one of these employers,
there’s not that much room for shopping
for alternative employment.”

Stay where you are: The prevalence
of non-compete agreements

In the early 2010s, new employees of a
national sandwich chain were required
to sign a document agreeing not to take
jobs with the chain’s competitors or work
within two miles of one of the company’s
stores for two years after leaving employ-
ment. These non-compete agreements
weren’t just going out to top corporate
officers—the hourly workers making the
sandwiches had to sign them, too.

“It was hard to see a business need to
sign these,” Engbom said. “It was, I think,
an intent by the employer to restrict
competition for labor”

And that’s just what happened. There
is no reliable data on how the prevalence
of non-compete agreements (NCAs) has
changed over time, so the economists
use NCA prevalence in the last decade as
an estimate for their change over time.
This prevalence varies across states,
allowing the economists to determine
that states with higher NCA prevalence
experienced larger declines in upward
job mobility.

Economic research focused specif-
ically on the wage effects of NCAs has
found meaningful implications. In a
2021 paper, economists Evan Starr and
Michael Lipsitz study the effect of a 2008




law in Oregon banning NCAs for hourly
and low-wage workers. They find that
the monthly rate of job-to-job transi-
tions among hourly workers increased
12 to 18 percent after the ban, and they
estimate the wage increase for workers
previously bound by an NCA was 14 to
21 percent. And earlier this year, a Fed-
eral Reserve Bank of Chicago working
paper found that workers with less than
a four-year college degree who signed
an NCA experienced slower wage
growth over the next four years than
counterparts without an NCA.

How the broken job ladder
slows wage growth
Ultimately, the story Engbom and his
co-authors are telling leads back to the
puzzle they started with: Why did real
wage growth stagnate to such a degree
after 1980? Both employer concen-
tration and NCAs make it harder for
employed workers to seek new, high-
er-paying jobs. Recognizing that work-
ers are less likely to leave, employers are
offering lower wages. A recent report
from The Burning Glass Institute and
New York University’s School of Profes-
sional Studies describes “a quiet mobil-
ity crisis” in the American workforce.
“Large numbers of professionals remain
steadily employed but experience pro-
longed stagnation in wages, responsibil-
ity, and advancement,” the report states.
Real wages have come under pres-
sure from many sides over the last four
decades. “We want to emphasize that
ours is not a competing explanation
but rather a complementary explana-
tion that there’s something about the
structure of the U.S. labor market that
has changed over and above those
changes in technology or trade,” Eng-
bom said. Research identifying the
causes may help point to policy solu-
tions to unstick wages and return the
economy to a situation in which eco-
nomic growth, productivity, and wages
all move together. »

To identify true sources
of employment and income
risk, ask workers

Novel use of survey data reveals variation
in outcomes is driven by job match and
inherent differences in skills ey.errHorwicn

ow much risk do people face in the labor market? What caus-
es this variation in earnings and employment? Few ques-
tions are more fundamental to economic policy, including
the Fed’s mandate to pursue maximum employment.

Yet efforts to answer these questions through econom-
ic models of earnings and employment face a problem: Most labor market
data come with important limitations. “When you look at the outcomes for
people, you only ever observe [their earnings] if they are working, and only in
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a certain job,” said Institute consultant
and University of Minnesota economist
Mariacristina De Nardi. “You only see
the options they were offered and that
they decided to take”

This observed outcome could be
only a partial representation of a work-
er’s actual skills and potential, which
would be more valuable data to econo-
mists. “Just looking at the realizations of
income, it is very hard to disentangle all
of the possible forces and mechanisms”
behind those outcomes, said Yale econ-
omist Orazio Attanasio, a 2024 Institute
visiting scholar. “You have to make a very
strong set of statistical assumptions to be
able to extract from those data the objects
you are interested in,” such as unemploy-

ment risk and the extent to which earn-
ings growth is sustained over time.

In a recent Institute working paper,
Attanasio, De Nardi, and co-authors
illustrate one solution: Try a differ-
ent type of data. Sufficiently detailed
household surveys can elicit not just
current labor market status but each
respondent’s expectations and prefer-
ences about job offers and earnings. This
allows the researchers to observe beliefs
about opportunities that do not depend
on whether those opportunities are ulti-
mately accepted.

In “Subjective Earnings and Employ-
ment Dynamics,” the economists leverage
the New York Fed’s panel-style Survey of
Consumer Expectations (SCE) to reveal
a new and arguably more accurate por-
trait of the risk and heterogeneity that
shape outcomes for American workers.
Compared with prior findings based on
observational data, their survey-based
findings point to a much smaller role for
“productivity shocks” in shaping workers’
outcomes. Productivity shocks are bolts-

Estimating labor market models using the
Survey of Consumer Expectations

The labor market module of the New York Fed’s SCE captures

workers’ own assessments of risks and opportunities, including the
probabilities of various outcomes and how they would respond to
hypothetical decisions they might face. Each respondent typically
answers the labor market questions two or three times during
their year-long participation in the panel. Some examples of SCE
questions researchers can use to assess risk are:

Expectation of productivity shocks: “If you were to remain at your
current job, what do you expect your annual earnings to be at your
current job in 10 years?”

Perceived unemployment risk: “What do you think is the percent
chance that four months from now you will be unemployed?”

Latent earnings potential: “Think about the job offers that you may
receive within the coming four months. Roughly speaking, what do
you think the annual salary for the best offer will be for the first year?”
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from-the-blue that can knock a worker off
course or provide an unexpected boost.
Examples might be new technologies,
health events, or the birth of a child, said
De Nardi, “everything that makes you
less or more productive at work with the
same employer, and is not a permanent
change”” Given the challenge of identify-
ing other factors from observational data,
prior research lumped much labor mar-
ket risk under this broad heading. Even in
studies that allow for changing employ-
ers, the results indicate that such generic
productivity shocks play a big role.

In the SCE data, however, survey
respondents express a relatively low
expectation that their status quo will be
upended by such events. “These produc-
tivity shocks, this catch-all, are much less
persistent than in a big chunk of the litera-
ture,” Attanasio said. De-emphasizing the
role of these exogenous events, he said,
“makes a big difference for the way you
represent reality” in economic models.

Worker, know thyself

Instead of productivity shocks, the SCE
data identify more significant roles for
two other factors in generating variation
in worker outcomes.

The first is simply the extent to which
people differ in skill and ability. In the
SCE, people report their own earning
potential (see sidebar). This might differ
a lot from their pay at the job they hap-
pen to hold at any moment. Through
this lens, said Attanasio, “diversity across
people is substantially larger than what's
been estimated before.”

Should we trust people’s own per-
ceptions of their earnings and job offer
prospects? Yes, said De Nardi—in fact,
the lack of this “latent” expression of
labor market outcomes is precisely the
problem with observational data. “What
people think is how they act,” said De
Nardi. “Your consumption choices, your
savings choices, your job search choices
are based on beliefs” In simulations, the

economists find that these beliefs lead to




choices that align with subsequent labor
market outcomes.

The second factor, which is a major
source of risk for workers, will resonate
with anyone who has struggled with a
poor fit during their career: the quality
of the job match. “I might be very good
atworking with a certain firm,” said Atta-
nasio, “but not that good at working with
another one or producing something a
little bit different” The economists find
that other than entering unemployment,
job changes are the biggest driver of
individual earnings variability. Careful-
ly worded survey questions in the SCE
illuminate workers’ expectations for the
impact of changing employers. This can
mean a boost in productivity and earn-
ings if the job match is a great one. But
a switch can also take workers sideways
or backward.

Why would job changes arise as a
more important component of indi-
vidual risk in this study compared with
previous research? Unlike realized labor
market data, said Attanasio, surveys elicit
responses to hypothetical scenarios. For
example, all respondents, employed or
not, are asked whether they would accept
a hypothetical offer and change their
labor market status or current employer.
“When working with realized data, one
only observes outcomes of job changers,
with no information on offers that have
been rejected,” he said. “This poses dif-
ficult selection issues in the econometric
study of these models.”

Different risks suggest different
directions for policy

If better data shift our understanding of
labor market risks and worker diversity,
this has implications for policies intend-
ed to support employment and life cycle
stability. Whereas prior research rein-
forced the value of buffering workers
against surprise productivity shocks,
these new findings highlight instead the
heterogeneity across individuals and the
importance of a well-matched job.

How might public policy address the
heavy role the economists find for indi-
vidual differences? The wide variation
in earnings and income volatility “does
not mean we can do nothing about
it/ De Nardi said. On the contrary, “it
depends on education, it depends on
how we develop social-emotional skills.
It depends on the family background
one grows up with.” The findings com-
plement the enormous body of research
showing the long-term value of child-
hood interventions that build skills and
economic resilience.

The substantial risk that the econo-
mists identify from better or worse job
matches suggests a policy focus on “the
fluidity of the labor market,” said De Nar-
di. “The more labor market frictions you
have, the harder it is for people to find
the right match.” For example, if work-
ers are tied down by the fear of losing
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« Surveys elicit workers’ expectations
and earnings potential, an advantage
when measuring employment risk

« Modeling with survey data shows
productivity shocks matter less than
economists thought

» Worker outcomes depend more on
inherent skills and how well workers
fit with their jobs

counterfactual, hypothetical scenarios
simplify things considerably,” said Atta-
nasio. As the research evolves, the econ-
omists contemplate future steps to make
their subjective data even more useful,
including gathering respondents’ expec-
tations at multiple time horizons and
pairing survey responses with detailed,
lifelong work history.

“What people thinkis how they act.
Your consumption choices, your
savings choices, your job search
choices are based on beliefs”

MARIACRISTINA DE NARDI

benefits, intimidated by high job-search
costs, or otherwise wary of the downside
of seeking a better role, that can raise the
level of risk in the labor market overall.

“If you can improve that dimension—
making people potentially more mobile,
making it easier to find better matches
for their skills—that could be useful,”
said Attanasio.

Running some modern “heteroge-
neous agent” economic models can
require heavy computing resources. In
contrast, the economists highlight the
relatively simple, linear nature of their
model, where the rich survey data obvi-
ates the need for complex mathemati-
cal methods. “Questions that consider

Their research into employment risk
will also evolve alongside a potentially
generational shock to the labor market.
Whatever the ultimate scale of change,
artificial intelligence promises to disrupt
productivity, tasks, job search, compen-
sation, unemployment, and just about
any aspect of the labor market one might
think to model. “There is no question that
Al is a structural change,” said De Nardi.

No matter how Al ultimately figures
into economists’ labor market models,
the findings of Attanasio, De Nardi,
and their co-authors illustrate how the
direct perspectives of workers can be
essential data to measure the risks those
workers face. »
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—xpanding the

reach of research

t the Opportunity & Inclusive
Growth Institute, connecting
economic research to those
who use it has always been
core to our mission. Institute
economists often take that
commitment on the road. Over the past year,
they have shared their work not only with aca-
demic peers, but with business leaders, physi-
cians, legal scholars, students, and others who
rely on evidence to guide choices that shape
people’s lives.

Director Abigail Wozniak delivered the key-
note address at the Metropolitan Economic
Development Association, a community devel-
opment financial institution (CDFI) in the Twin
Cities that supports entrepreneurs. Wozniak
discussed last issue’s For All feature article on
nonwage income and its role in the economic
well-being of households.

Wozniak also gave the Dannelly Distin-
guished Visitor Lecture at the University of Notre
Dame. In remarks to an audience of students,
professors, and community members, she
focused on the relationship between economics
and policymaking—how research is used, what
constrains its usefulness, and what this means
for the trajectory of the field.

Institute economist Andrew Goodman-Ba-
con spoke to the American Academy of Pedi-
atrics about the long-run effects of childhood
Medicaid eligibility on adults’ health and eco-
nomic outcomes, the topic of this issue’s feature
article (see page 6). His talk gave clinicians a
deeper view of how investments in children’s
health reverberate beyond childhood, affecting
earnings and well-being decades later.

Economist Alex Albright has likewise been
expanding the reach of her research in inter-
disciplinary settings. This spring, she presented
to the Work and Organizations Department at
the University of Minnesota’s Carlson School of
Management, sharing findings from her work
on the effects of algorithmic recommendation

Director Abigail Wozniak delivered the Dannelly Distinguished
Visitor Lecture at the University of Notre Dame in 2026.

systems, research featured in the spring 2025
issue of For All.

Albright has also engaged with legal audi-
ences. She spoke at UC Berkeley School of Law
about evidence on bail reform, highlighting the
decisions courts face when balancing public
safety, fairness, and cost. And in June, she pre-
sented on algorithmic recommendations at a
law and economics workshop jointly hosted by
the Max Planck Institute for Research on Collec-
tive Goods and the University of Bonn.

These efforts, across topics and audiences,
reflect the Institute’s role as a bridge making it
easier to reach rigorous economic research. »

—Lisa Camner McKay
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The Federal Reserve Bank of Minneapolis is home to the Opportunity &

Inclusive Growth Institute and For Allmagazine. The Minneapolis Fed has a
long history of research designed to inform policymakers. Some of the hallmark
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that are too big to fail and the powerful return on public investment in early

childhood education. One of 12 Federal Reserve Banks, the Minneapolis Fed

monitors the Federal Reserve’s Ninth District economy to help determine the

nation’s monetary policy and strives to promote economic well-being.

Opportunity & Inclusive Growth Institute Advisory Board
Institute advisors help identify topics on which the Institute can make significant research or policy
contributions, and they connect Institute leaders to emerging scholars and ideas.

Timothy J. Beebe

James A. Hamilton Professor of
Healthcare Management, University
of Minnesota School of Public Health

Sandra E. Black

Professor of Economics, University

of Texas at Austin

Thomas S. Dee

Barnett Family Professor, Stanford

University Graduate School of
Education

Nathaniel Hendren

Ford Professor of Economics,
Massachusetts Institute of
Technology

Gary Hoover
Professor of Economics and

Executive Director of the Murphy

Institute, Tulane University
Erik Hurst

Roman Family Distinguished Service
Professor of Economics and John E.
Jeuck Faculty Fellow, University of
Chicago Booth School of Business

Ayse imrohoroglu

Ivadelle and Theodore Johnson Chair
in Banking and Finance, University of
Southern California Marshall School
of Business

Rucker Johnson

Chancellor’s Professor of Public
Policy, Goldman School of Public
Policy, University of California,
Berkeley

Jon Kleinberg

Tisch University Professor,
Department of Computer Science and
Department of Information Science,
Cornell University

Emi Nakamura

E. Morris Cox Professor of
Economics, University of California,
Berkeley

Jospeh P. Price
Professor of Economics, Brigham
Young University

Esteban Rossi-Hansberg

Glen A. Lloyd Distinguished Service
Professor, Department of Economics,
University of Chicago

Jesse Rothstein

Carmel P. Friesen Chair in Public
Policy and Professor of Economics,
University of California, Berkeley

Kosali Simon
Distinguished Professor, Indiana
University

Marianne Wanamaker
Professor of Economics and Dean
of the Baker School of Public Policy
and Public Affairs, University of
Tennessee

Consultants

Our consultants spend time

in residence at the Institute
advising us on issues related to
their scholarship.

Mariacristina De Nardi
Thomas Sargent Professor of
Economics, University of Minnesota

Joseph Mullins
Assistant Professor of Economics,
University of Minnesota

System Affiliates

Institute System affiliates, drawn
from across the Federal Reserve
System, are research economists
actively working on questions
related to the Institute mission.
Together, they help connect the
Institute to all the Reserve Banks
and the Board of Governors.

Rajashri Chakrabarti
Economic Research Advisor, Federal
Reserve Bank of New York

Andy Glover
Research and Policy Advisor, Federal
Reserve Bank of Kansas City

Daniel Hartley
Senior Economist and Economic Advisor,
Federal Reserve Bank of Chicago

John Bailey Jones
Vice President of Microeconomic Analysis,
Federal Reserve Bank of Richmond

Karen A. Kopecky
Economic and Policy Advisor, Federal
Reserve Bank of Cleveland

Oksana Leukhina
Senior Economic Policy Advisor, Federal
Reserve Bank of St. Louis

Paul Mohnen
Research Economist and Assistant Adviser,
Federal Reserve Bank of Atlanta

Raven Molloy

Deputy Associate Director, Division of
Research and Statistics, Federal Reserve
Board of Governors

Makoto Nakajima
Vice President and Economist, Federal
Reserve Bank of Philadelphia

Pinghui Wu
Senior Economist, Federal Reserve
Bank of Boston

Fang Yang
Assistant Vice President, Federal
Reserve Bank of Dallas

2026-27 Institute Visiting Scholars

The Institute annually invites selected scholars
from many disciplines to pursue research while in
residence at the Minneapolis Fed.

Titan Alon

Assistant Professor of
Economics, University of
California, San Diego

Isaiah Andrews

Charles E. and Susan T. Harris
Professor of Economics,
Massachusetts Institute of
Technology

Paula Donaldson
Assistant Professor of
Economics, Brown University

Andres Drenik

Associate Professor of
Economics, University of Texas
at Austin

Maryam Farboodi
Associate Professor of
Economics, Cornell University

Ana Paula Franco
Assistant Professor, University
of Manchester

Kyle Greenberg

Associate Professor of
Economics, United States
Military Academy at West Point

Ingrid Haegele
Associate Professor of
Economics, Ludwig-
Maximilians University of
Munich

Peter Hull
Professor of Economics, Brown
University

Elena Pellegrini
Assistant Professor of
Economics, University of
Amsterdam

Xavier Ragot
Professor of Economics,
Sciences Po

Amalia Repele

Assistant Professor of
Economics, Institute for
International Economic Studies

Bradley Setzler

Associate Professor of
Economics, Pennsylvania State
University

Oscar Volpe
Assistant Professor of
Economics, Harvard University

Emma Wiles

Isabel Anderson Career
Development Professor, Boston
University Questrom School of
Business

Francis Wong
Associate Professor of
Economics, Ludwig-
Maximilians University of
Munich
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€€ Distributional analysis
matters for the budget,

it matters for the economy,
and therefore | would say
it matters for the Fed

FINAL THOUGHT

and for monetary policy....

Deficits, debt, interest
payments, and economic
growth all depend on
distributional analysis. 99

Congressional Budget Office Director Phillip Swagel, speaking
at the 2026 Institute Research Conference in Minneapolis about
why the Congressional Budget Office analyzes how policies
would affect households across the income distribution.

Share for All with a colleague
Our free magazine is dedicated to making a difference
in pursuing an economy that works For All.

Subscribe today at minneapolisfed.org/for-all/subscribe
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