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TTE T B CREI SEERIRERCIILR THIS REPORT ACCOMPANIES A HAMILTON PROJECT INTERACTIVE FEATURE:

Where Work Pays
Occupations and Earnings across the United States

This interactive feature allows users to see the distribution of annual earn-
ings across the United States for a given occupation and age group, adjust-
ing for cost of living and taxes. Users can compare wages by metropolitan
and nonmetropolitan area, or by state.

Educational and occupational choices matter for your earnings, but where you work matters, too. Employment opportunities
and wages in some occupations vary substantially from state to state, county to county, and city to city. One location might be a
great place to earn a living as a nurse but not as a construction worker (e.g., New Orleans, Louisiana), while a different location
might be the opposite (e.g., Utica, New York).

Does it make sense for people starting or advancing their careers to move? And if it does, to where should they move?

In this economic analysis we look at some of the ways that typical earnings in an occupation—and the value of those earnings
after adjusting for taxes and cost of living—vary across the United States.! We also examine some of the reasons why places have
such different labor markets. When a place seems too good to be true (i.e., with high wages across the board and low cost of
living), what could account for its seeming advantage over the rest of the country?

Economists think about these differences in terms of a worker’s choice of where to live. Evidence suggests that people often move
to find work or accept a job, but that there are many other factors that play a role in where a person chooses to relocate.> Cost of
living (including housing costs) and taxes, as well as a host of other factors collectively referred to as amenities, all contribute
to a choice about where to move. Research shows that workers value amenities like pleasant weather, clean air, low crime, and
proximity to cultural attractions.

Over the past few years The Hamilton Project has released interactive web tools to help workers—and particularly young adults,
from college hopefuls to recent graduates—make decisions regarding their education and careers. These web tools and associated
reports also help illuminate workings of the labor market and their implications for educational investments, which in turn are
vital for promoting broadly shared economic growth.

In our newest interactive feature, Where Work Pays: Occupations and Earnings across the United States, users can see how
typical earnings in occupations vary across metropolitan (metro) and nonmetropolitan (nonmetro) areas in the United States.

They can also see how earnings by occupation change when adjusted for age, cost of living, and state and federal income taxes.’
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FIGURE 1.

Median Annual Earnings for All Occupations, by Location
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Source: American Community Survey 2012-16; authors’ calculations.

Note: Data include state nonmetro portions and metro areas. Metro areas with fewer than 30 full-time workers or with no PUMA with more
than 50 percent of its population located in that metro area are shown in gray stripes. Values are in 2016 dollars. Data include individuals

ages 25-64.

Location and occupation matter for
earnings

The median earnings for all working-age (25-64) full-time
workers in the United States is $41,000, although deviations
from this value are quite large. Education plays a large role
in earnings differences: workers with less than a high school
education have median earnings of $23,000, while those
with an advanced degree have median earnings of $73,000.
Median earnings range from $15,000 to $182,000 across 320
occupation categories.*

Geography matters a great deal for earnings, as well. The
United States can be divided into metro areas (cities and their
surrounding areas) as well as state nonmetro areas (the parts
of a state not included in any metro area). Together, we use
the term “locations” to refer to areas included in this analysis.
There are 373 metro areas included in this analysis and 47
nonmetro areas; almost every state has one nonmetro area in
our calculation.® At the bottom of the range, median earnings
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are $26,000 in Sebring, Florida, while at the top of the range
median earnings are $65,000 in San Jose-Sunnyvale-Santa
Clara, California.

Howmuch doeslocation mattersfor earnings? After controlling
for demographic differences, workers in the top 30 locations
earn an average of 20 percent more than the median worker
in the United States and 37 percent more than workers in the
bottom 30 locations; median annual earnings are substantially
higher in some locations than in others (see figure 1). Still,
given the huge variation in individual earnings, location can
only explain so much of individual variation. Differences in
educational attainment account for 16 percent of the variation
in earnings across workers, while age, race/ethnicity, sex, and
occupation explain an additional 20 percent of the variation.
A further adjustment for location accounts for another 1.5
percentage points of earnings variation.® This relatively small
value does not mean that location is unimportant, just that
individual characteristics mean more than regional ones.
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FIGURE 2.

Median Annual Earnings for Registered Nurses, by Location
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Source: American Community Survey 2012-16; authors’ calculations.

Note: Data include state nonmetro portions and metro areas. Metro areas with fewer than 30 full-time registered nurses or with no PUMA
with more than 50 percent of its population located in that metro area are shown in gray stripes. Values are in 2016 dollars. Data include

individuals ages 25-64.

Typical earnings vary considerably within
occupations and across locations

There are some occupations with relatively little variation in
earnings across locations, but where you work has an impact
on what you earn for the vast majority of jobs. Perhaps
surprisingly it is not always the location with the highest
overall earnings that has the highest earnings for particular
occupations. For example, while San Francisco-Oakland-
Hayward, California, ranks fourth out of all locations in terms
of overall median earnings, it ranks below the national median
for 9 percent of occupations. Conversely, locations with low
overall earnings often feature higher earnings in certain lines
of work. Nineteen of the lowest 20 wage locations have at least
one occupation paid at the national median or better.

Earnings differences within occupations and across locations
can be quite large. For example, median earnings of computer
software developers are lowest in Lubbock, Texas ($49,600)
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and highest in Santa Cruz-Watsonville, California ($135,000).
At the other end of the earnings distribution, kitchen workers
earn the least in Indianapolis—-Carmel-Anderson, Indiana
($11,300) and the most in San Francisco-Oakland-Hayward,
California ($25,300). Recent work by David Deming and Lisa
Kahn suggests that some of this variation within occupations
exists because the same occupation requires a different set of
tasks and skills in different locations.

To illustrate how wages vary within a particular occupation,
figure 2 presents median annual earnings for registered
nurses, one of the occupations with the largest number of
workers, by location. Registered nurses have the highest
earnings ($101,300) in San Francisco-Oakland-Hayward,
California and the lowest ($40,000) in Valdosta, Georgia. In
appendix figure 1, you can see how earnings increase with
age within each separate location. The interactive associated
with this report allows users to input any occupation to show
median earnings by location and age.
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Places with the same overall earnings
nonetheless have advantages and
disadvantages in particular occupations

How much location matters to earnings—and in which
locations a person would earn more—depends on the
occupation. To illustrate how earnings vary within
occupations by location, for figure 3 we selected 9 of the 20
most common occupations; each vertical line represents the
median earnings in that occupation in a particular place. If an
occupation’s wages are more variable across locations, as with
registered nurses, then where you live matters more for your
wages. For occupations with less dispersion, like truck drivers,
where you live matters less for your wages.

To show how earnings in occupations vary when comparing
the same locations, figure 3 highlights six metro areas with
median earnings that are all roughly at the level of the median
location in the United States.” Earnings dispersion for these
locations with similar overall median earnings varies widely

FIGURE 3.

across the occupations we selected. For example, the median
primary school teacher in Riverside-San Bernardino-
Ontario, California, earn $66,900 ($27,200 above the median
earnings for that metro area), while primary school teachers in
Wichita, Kansas; Morgantown, West Virginia; New Orleans-
Metairie, Louisiana; and Jacksonville, Florida, are paid close
to the median earnings for those locations. By contrast,
occupations such as truck, delivery, and tractor drivers, as
well as construction laborers, have a much more condensed
distribution, with similar earnings across the six metro areas.

There are meaningful differences in average wages across
locations, but a substantial amount of variation remains at
the location-occupation level, as figure 3 helps show. It is not
always the case that places rank in the same order for any given
occupation. Only 6 percent of occupations have a ranking that
is correlated at above 0.5 with the ranking of overall median
wages. In fact, more than two-thirds of occupations have a
correlation below 0.3. In part, this could be due to differences
in the mix of people working in different occupations.

Distribution of Median Annual Earnings across Locations, Selected Occupations

All occupations
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Source: American Community Survey 2012-16; authors’ calculations.

Note: The nine shown occupations are selected from the top 20 most populous occupations nationally. Data include state nonmetro
portions and metro areas. “Computer systems analysts” refers to both computer systems analysts and computer scientists. Locations
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with fewer than 30 respondents for a given occupation are not shown (e.g., Morgantown, WV, for construction laborers and accountants).

Values are in 2016 dollars. Data include individuals ages 25-64.
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TABLE 1.

Median Annual Earnings with and without Adjustment for Cost of Living, Selected Locations

Metro/nonmetro area

3{=Te]{o]y]

Median annual

Cost-of-living-

G il adjusted annual

CRIMIER lieI228 median earnings
Auburn-Opelika, AL South $40,505 -15.4 $47,878
. Bay City, Ml Midwest $40,505 —134 $46,611
E Toledo, OH Midwest $40,505 —11.3 $45,665
% Birmingham-Hoover, AL South $40,505 -11.2 $45,614
® Green Bay, WI Midwest $40,505 -8.9 $44,462
8 Tallahassee, FL South $40,505 -7.0 $43,554
g Grand Forks, ND-MN Midwest $40,505 -6.8 $43,460
8  / Charlotte—-Concord-Gastonia, NC-SC ~ South $40,505 -6.5 $43,321
g Charleston—North Charleston, SC South $40,505 -3.8 $42,105
- Greeley, CO West $40,505 -0.8 $40,832
Santa Fe, NM West $40,505 -0.2 $40,586
Atlantic City—Hammonton, NJ Northeast $40,505 85 $39,135
THE
Source: American Community Survey 2012-16; BEA 2018; authors’ calculations. HAMILTQN
bunciad pricss betweon a v locaton and e United St verage. Ve are 2016 dalars. Data s nchiduas ages 2566, BROOKINGS

The value of a dollar depends on where
you live

Given that a select few metro areas in the West and the
Northeast have the highest wages, we might expect many more
people to move to these places than already have.® But wages
are not the only consideration for people making decisions
about where they choose to live and work.

One reason that many people choose to reside and work
outside high-wage locations is a lower cost of living in other
parts of the country. A lower cost of living—including cheaper
housing, food, education, transportation, and other goods and
services—allows the same dollar of wages to stretch farther. A
worker in a metro area with a relatively low cost of living (e.g.,
Dallas) might think twice before accepting a slightly better-
paying position in a metro area with a higher cost of living
(e.g., San Francisco).

Cost of living in the San Francisco metro area is not high
simply because it is dense or because residents earn a high
wage, however. Deliberate policy choices such as land-use
restrictions have contributed to sharply rising rents and
home prices, limiting the number of people who can access
the economic opportunities in high-wage cities.” This in turn

limits U.S. economic growth and allows a divergence between
incomes in different places.

5

What does this mean for individual workers? Using the Bureau
of Economic Analysis’ (BEA’s) regional price parities (RPPs),
we can see just how much higher or lower the cost of the same
bundle of goods and services is in each location relative to
the national average cost. The RPP is calculated using prices
from the Consumer Price Index and housing rents from the
American Community Survey; each location’s RPP represents
how much higher or lower (in percent terms) prices are in that
location compared to the U.S. average.

Table 1 shows 12 locations with the same annual median
earnings ($40,505) but different costs of living, giving a sense
of how substantially cost of living can vary across the country.
Santa Fe, New Mexico, has a cost of living index (-0.2) just
slightly below the national average. By contrast, the cost of
living in Auburn-Opelika, Alabama, is about 15 percent lower
than the national average, while the cost of living in Atlantic
City-Hammonton, New Jersey, is almost 4 percent higher.
When adjusted for cost of living, $40,505 in earnings is worth
$47,900 in Auburn-Opelika, Alabama, whereas in Atlantic
City-Hammonton, New Jersey, that same $40,505 is worth
only $39,100.
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FIGURE 4.

Median Annual Earnings versus Cost-of-Living Index, by Location and Region
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Note: Data include state nonmetro portions and metro areas. Locations with fewer than 30 respondents are not shown. The solid line indicates all

THE
combinations of cost-of-living index and annual earnings that are equivalent to cost-of-living-adjusted median earnings of all U.S. workers ($41,216). HAMILTON
Data points to the right of the line have higher adjusted earnings than the national median, whereas data points to the left of the line have lower PROJECT
adjusted earnings. Cost of living refers to BEA's RPPs, which represent the percent difference in bundled prices between a given location and the
U.S. average. Values are in 2016 dollars. Data include individuals ages 25-64. BROOKINGS
FIGURE 5.
Median Annual Earnings versus Cost-of-Living- and Tax-Adjusted Earnings, by Location
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Figure 4 shows median annual earnings versus cost-of-living
index by location and region.”” Note the clear upward sloping
relationship: higher-earning areas (the x-axis) tend to be those
with higher cost of living (the y-axis). In fact, there are no
locations with a cost of living above the national average that
have earnings less than $32,000, and no locations with a cost
ofliving below the national average that have median earnings
above $50,000. For every $1,000 more in earnings the cost of
living is on average 1 percentage point higher. For example,
moving from a $40,000 to a $50,000 median wage location
would lead to a cost-of-living index that is 10 percentage points
higher, offsetting 44 percent of the increased salary. The figure
also shows that metro areas in the West and Northeast tend to
have higher costs of living than do metro areas in the South
and Midwest. After adjusting for cost of living, locations in the
Northeast and Midwest tend to feature the highest earnings.

While income taxes do not vary as much between regions as
does the cost of living, taxes are an important consideration
when comparing wages across the country. It might be more
difficult to interpret differences in taxes than it is to interpret
differences in cost of living, however. States with high taxes
spend some of their extra revenues on public goods that
are valued by residents, which partially offsets the burden
of income taxes. Figure 5 shows the importance of these
adjustments, plotting unadjusted median annual earnings
versus earnings that are adjusted for both cost of living and
federal and state income taxes, by location." To be clear, this
figure does not provide a full picture of local tax burden,
which can vary additionally through sales taxes and the
relative weight of income and property taxes. Locations with
high unadjusted earnings also tend to have high adjusted
earnings; there is a clear upward sloping relationship in the
figure. However, the relationship is not one for one: some of
the higher earnings are eroded by taxes and cost of living.
In other words, higher cost of living and taxes reduce—but
do not eliminate—the labor market advantage of high-wage
locations.

How to think about choice of location

People choosing where to live and work generally factor
in their future earnings, cost of living, and taxes. However,
these are not the only relevant considerations. Amenities
such as temperate weather, air quality, nightlife, and cultural
attractions are all nonwage benefits that differ from location to
location. By knowing their own relative preferences for these
amenities as well as for earnings, workers can make decisions
about the best location for them.

The difficulty for researchers is that the values of amenities—
unlike the value of wage earnings—cannot be directly
observed. Instead, an indirect approach is used: researchers
examine workers” implicit willingness to accept lower wages
and/or a higher cost of living in exchange for amenities that
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they value. An example of this is that many cities in the West
(often those on the coast) have high costs of living relative to
their median earnings (as can be seen in figure 4). This may
reflect that these cities are attractive places to live, leading
many people to accept slightly lower cost-of-living-adjusted
wages in order to live there.

This approach to estimating amenities has proven very
useful, particularly when adjustment is made for taxes and
nonhousing cost of living, as has been done in a number of
recent papers by economist David Albouy and others.'> For
instance, one common assertion is that postwar migration
to the South occurred because of an increasing taste for
sunshine and warm weather. However, work by economists
Edward Glaeser and Kristina Tobio shows that this was likely
not the case, given the extent to which cost-of-living-adjusted
earnings have risen in that region.

Amenities are not experienced in the same way by all people.
Overall, less-educated workers are less willing to pay for
amenities while more-educated workers are willing to pay
particularly high premiums for amenities such as restaurants
and clean air, for example.

Conclusion

The Hamilton Project has released a series of interactives that
help people see how the decisions they make help shape their
earnings over time. With Major Decisions, users can input
different postsecondary majors to see age-earnings profiles
and lifetime earnings by major. In Putting Your Major to
Work, users can input an academic major, gender, and age
group to see the top occupations as well as median earnings
and work status for people with that major and in those
occupations. The most-recent interactive—Where Work Pays:
Occupations and Earnings across the United States—allows
users to select an occupation and age group and to adjust for
cost of living and tax expenses to examine the distribution of
earnings across the United States by metro/nonmetro areas or
by state.

Educational and occupational choices matter a great deal to
workers’ careers. In addition, where workers choose to live
matters significantly in many occupations. As this economic
analysis has shown, there is a wide range of wage outcomes
acrosslocationsin the United States. Typical payis substantially
higher in some locations than in others, though the location of
the highest pay varies depending on occupation. Higher pay is
sometimes partially offset by higher cost of living and taxes,
depending on location, but higher cost of living and taxes are
balanced in some locations by nonwage amenities that attract
workers. Understanding how all of these factors—earnings,
cost of living, taxes, and amenities—vary across the country
is necessary for a complete account of labor market outcomes.
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Appendix

Appendix figure 1 shows median annual earnings of locations (the gray and colored lines) by age group. Each gray line is the
age-earnings profile for a particular location, while the colored lines show a few select metro areas with differing patterns across
age groups. San Jose-Sunnyvale-Santa Clara, California, has the highest earnings profile, reaching $77,400 for 35- to 44-year-old

workers.

APPENDIX FIGURE 1.

Median Annual Earnings, by Age Group and Location

Median annual earnings
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Endnotes

There are 388 unique occupations in the 1990 U.S. Census classification, 6. Controlling for only location can explain 4 percentage points of the
and there are 320 in our analysis. variation across individual workers.

However, fewer and fewer Americans of all ages are moving across state or 7. Within $1,500 of the median location ($38,500).

county lines: 56 percent of those between the ages of 25 and 34 live in the 8. A related but different argument is sometimes made that the unemployed
same state where they were born. See this recent Hamilton Project framing would be well served to move to locations with more job postings.
paper for a discussion of declining migration. However, geographic mismatch between workers and jobs appears to be
All data for the interactive features and for this report come from the small or negligible.

American Community Survey five-year file, 2012-16, accessed using 9. In addition, rising income inequality has led more high-income
IPUMS-USA (Ruggles et al. 2017). Cost of living adjustments come from households to move to the most expensive, supply-constrained areas,
the Bureau of Economic Analysis (BEA; 2018). Tax data come from the crowding out low-income households. Expensive cities have become
National Bureau of Economic Research’s (NBER’s) Taxsim27. All data are especially unaffordable for the poor.

restricted to workers who worked 30 or more hours in a week. For more 10. As noted above, whether someone would actually want to move would also
information on the data and creation of this interactive feature, please see depend on the person’s age and occupation, and not just overall median
the technical appendix. wages; see this 2017 analysis for an example. The new Hamilton Project
Observations with zero or missing annual income are not included. The interactive tool allows individuals to make these comparisons.

sample is restricted to workers aged 25 to 64 who usually worked at least 11. We rely on the NBER’ calculations of federal and state income tax
30 hours in a week. We did not make restrictions on number of weeks liabilities, which incorporate the Tax Cuts and Jobs Act of 2017. Federal
worked in a year. We used 1990 occupation classifications in order to use and state income taxes are calculated for a hypothetical single worker with
IPUMS USA category classifications; we used IPUMS larger categories for no dependents. Readers interested in calculating their tax liabilities can
the OCC1990 variable in the interactive. find the Internet TAXSIM Version 27 form here.

There are 382 metropolitan areas in the United States; some are not 12. Albouy’s rankings of locations by amenity value are positively associated

included in our analysis due to data restrictions. Delaware, the District of
Columbia, New Jersey, and Rhode Island do not have any nonmetropolitan
areas. For more details on classification of metropolitan areas using the
American Community Survey, see technical appendix.

with tourist visits as well as stated preferences of survey respondents.
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The Hamilton P rojec I seeks to advance America’s promise of opportunity,
prosperity, and growth. We believe that today’s increasingly competitive global
economy demands public policy ideas commensurate with the challenges of the
21st Century. The Project’s economic strategy reflects a judgment that long-term
prosperity is best achieved by fostering economic growth and broad participation
in that growth, by enhancing individual economic security, and by embracing a
role for effective government in making needed public investments.

Our strategy calls for combining public investment, a secure social safety net, and
fiscal discipline. In that framework, the Project puts forward innovative proposals
from leading economic thinkers — based on credible evidence and experience,
not ideology or doctrine — to introduce new and effective policy options into the
national debate.

The Projectisnamed after Alexander Hamilton, the nation’s first Treasury Secretary,
who laid the foundation for the modern American economy. Hamilton stood
for sound fiscal policy, believed that broad-based opportunity for advancement
would drive American economic growth, and recognized that “prudent aids and
encouragements on the part of government” are necessary to enhance and guide
market forces. The guiding principles of the Project remain consistent with these
views.
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