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Summary

▶ Builds an GE multi-sector input-output model in which the key parameter
is the degree of labor mobility across sectors

▶ Characterizes how productivity shocks affect (labor) income inequality



Discussion

▶ Very promising paper.

▶ My discussion focuses on two dimensions where I think the analysis could
be deepened:

▶ Link with data/facts on income inequality

▶ Modeling of the frictions to labor mobility



What are the main drivers of income inequality in the real world?

▶ Under perfect labor mobility, wages in all sectors are equal, and there is no
labor income inequality

▶ In the model, income inequality comes from differences in wages across
sectors

▶ Naturally raises the following question: are sectoral differences in wages an
important driver of income inequality in the first place?



What are the main drivers of income inequality in the real world?

▶ Labor income inequality have increased in the U.S. since the late 70s

Source: Hoffmann Lee Lemieux JEP 2020



What are the main drivers of income inequality in the real world?

▶ There are several (non-exclusive) drivers of income inequality

▶ Differences in returns to education (Goldin Katz 2007)

▶ Evolution of skills, tasks, and technologies (Acemoglu Autor 2011)

▶ Import competition (Autor Dorn Hanson Song 2014)

▶ Robotization (Acemoglu Restrepo 2020)

▶ Labor market institutions (Fortin Lemieux Lloyd 2021)

▶ Higher frictions to labor mobility?
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Variance Decomposition Framework

▶ Workers’ industry explains a small fraction of income inequality, at least
when compared to differences in education and experience.

▶ More generally, inequality literature somehow shifted focus from industries
to occupations and skill requirements

▶ Could be useful to explicitly model both sectoral and occupation choices
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What are the microfoundations for the frictions to labor mobility?

▶ Taste preferences?

▶ Industry-specific skills that cannot be easily transferred to other industries?

▶ Do they indirectly reflect occupation-specific skills and the overlap in
occupation mix across industries?



Why not explicitly take into account ”the sectoral labor mobility matrix” in the
model?

▶ What is the shape of the sectoral job-to-job transition matrix?

From Tate Yang WP - Micro data from LEHD

▶ Overlap with the input-output matrix?

▶ Implications for TFP shock propagation across sectors?


