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Abstract

The COVID-19 pandemic has led to large disruptions to the Australian labour market. Initially,
workers were less likely to change jobs because of the uncertain economic environment, the

decrease in advertised jobs and the JobKeeper program that helped workers remain attached to
their employers. More recently, job mobility has increased as workers have caught up on planned
job changes or been encouraged by the strong labour market to change jobs, particularly in
high-skilled roles experiencing strong labour demand. This article reviews developments in job

mobility in Australia through the pandemic, and compares these outcomes to other advanced

economies. It also examines the potential implications for wages; a high rate of job mobility tends
to be associated with higher wages growth in a tight labour market, as employers in sectors with
high demand for labour compete for new staff or raise wages to retain staff.

Introduction

Job mobility — the movement of workers between
jobs — underpins the efficient operation of the
labour market by matching people with jobs that
better fit their preferences and skills. People switch
jobs for a number of reasons. These can include
higher wages, improved working conditions,
different hours, workplace flexibility, job satisfaction
or job security. To the extent that job mobility
results in better job matching and increased labour
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reallocation to more productive firms, it can play a
role in labour productivity gains. Job mobility is also
a key feature of labour market flexibility that helps
the economy adjust to economic shocks and
structural change, which can affect the number and
types of jobs available.

Prior to the pandemic, the Australian labour market
had experienced a downward trend in job mobility
for a number of decades, and job mobility was
around historically low levels (Graph 1). While low



job mobility is not necessarily problematic - some
job changes are not voluntary and there can be
benefits from longer job tenure — the decline in job
mobility may have been associated with a general
decline in business dynamism (Ellis 2021). In
particular, it coincided with a slower reallocation of
labour to productive firms, which contributed to
lower productivity growth (Andrews and Hansell
2019). The rate of job mobility tends to move with
the business cycle, with sharp declines experienced
in the recessions of the early 1980s and 1990s and
following the global financial crisis (GFC). The step
down in mobility following the latter two
downturns suggests that structural factors are also
usually at play.

The onset of the COVID-19 pandemic led to large
disruptions to the Australian labour market that
corresponded with an initial decline in economic
activity amid restrictions to contain the health
effects of the virus. A significant number of people
were stood down from their jobs or faced reduced
hours during this period. There was also a sharp fall
in job mobility, reflecting a reluctance to change
jobs, fewer opportunities to switch jobs and the
effect of JobKeeper in keeping workers linked to
their employers. As economic activity rebounded in
late 2020, so too did the labour market. As of early
2022, job mobility appears to be around its highest
level in over a decade, returning to levels last seen
prior to the GFC. The increase has been
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underpinned by the strength of the labour market,
especially in particular sectors, and a backlog of job
changes that had been deferred.

This article reviews developments in job mobility
and turnover in Australia since the onset of the
pandemic, and compares these outcomes to other
advanced economies. It also examines the role of
job mobility as a potential factor influencing wage
outcomes, which can have implications for
monetary policy.

Measuring job mobility and turnover

Aggregate measures of job mobility and job
turnover in Australia are published by the Australian
Bureau of Statistics (ABS) on an annual basis as a
supplement to the monthly Labour Force Survey
(LFS) and are available from 1972. To examine job
mobility and turnover on a timely basis through the
pandemic, we made use of several quarterly
measures in the person-level Longitudinal Labour
Force Survey (LLFS) microdata, which covers LFS
responses from 1982.1 The dataset followed
(anonymised) individuals for eight consecutive
months, which allowed us to track job switching
behaviour over that time. The key metrics of interest
are:

+ Job turnover: people that lost or left any job in
the past three months. Job turnover can be
voluntary or involuntary. Voluntary job
separations capture workers who leave a job
with the intention of finding another job, as well
as those who quit for life-cycle or other personal
reasons. Involuntary separations include workers
who lose a job due to economic reasons (such
as retrenchments), dismissals, the ending of a
temporary job and own illness.

- Job mobility rate (constructed by the Reserve
Bank): the share of employed persons who have
been working for their current employer/
business for less than three months and were
also employed in the previous quarter.B] The
job mobility rate is a narrower measure than job
turnover; job mobility captures workers who left
their jobs and are currently employed in a new
one, including those who started a new job
after a brief period of unemployment or
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absence from the labour force. The higher
frequency measure of job mobility tracks
relatively closely with the annual ABS data,
despite conceptual differences between the
measures; a person who switches jobs multiple
times during the year would only be counted
once in the annual measure.

- Expected job mobility rate: the share of
workers who expect to change jobs in the next
12 months.

Job mobility at the onset of the pandemic

The onset of the COVID-19 pandemic in Australia in
March 2020 had significant effects on the labour
market (Graph 2). Movement restrictions and
lockdowns, as well as precautionary behaviour,
meant many businesses closed or operated at
reduced capacity. Corresponding to the decline in
economic activity, a significant number of workers
lost their jobs or had their hours reduced, while
others rapidly adjusted to working from home. Job
vacancies and advertisements also fell sharply.
Government policy measures, including the
introduction of the JobKeeper wage subsidy,
helped to keep many workers attached to their
employer; in the absence of JobKeeper, employ-
ment would have declined much further (Bishop
and Day 2020).

These disruptions had a large impact on job
turnover (Graph 3). The number of employed
persons who lost their jobs rose sharply. This

Graph 2
Labour Market
Monthly
index Employment* Hours worked* index
103 K /~/ 105
M
100 \V/ W, \/ 100
97 95
94 90
% Participation rate Unemployment rate %
68 8
€6 N 6
64 4
62 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 2
MJSDMJSDMJ MJSDMJSDMJ
2020 2021 2022 2020 2021 2022

February 2020 = 100.
Sources: ABS; RBA

RESERVE BANK OF AUSTRALIA

included workers who were retrenched or made
redundant, and those who lost their jobs because
their employer went out of business or had no work
available. This was associated with a large increase
in the number of people temporarily exiting the
labour force, with a 3.3 percentage point drop in the
participation rate in the three months to May 2020.

Job mobility also declined at the start of the
pandemic. The share of employed persons who
changed jobs fell to its lowest level in over two
decades in mid-2020; only around 2 per cent of
employed people changed jobs in the three
months to August 2020 (Graph 1). Seeking out a
better job/wanting a change became a much less
common reason for leaving a job. This likely
reflected workers’ increased risk aversion to
switching jobs amid heightened uncertainty, as well
as fewer opportunities for workers seeking to
improve their job match due to lower labour
demand. In broad terms, this is consistent with the
pro-cyclical nature of voluntary turnover. Voluntary
turnover tends to fall during economic downturns
when workers are less confident about switching
jobs and employment opportunities are less
plentiful; it tends to rise during periods of strong
labour market conditions when workers are more
willing to bear the costs and risks of changing jobs.
However, this wasn't a typical cyclical event as the
downturn was precipitated by lockdown measures
to counter the health effects of the pandemic. The
extended lockdowns also meant it was more
difficult for workers to look for new jobs, and the
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implementation of JobKeeper kept many workers
linked to their employers. With that said, the
number of people who left their jobs due to ‘other
reasons’ spiked during periods of lockdowns, which
may have captured workers who left their jobs
during the pandemic for a multitude of reasons,
including wanting a better job, but felt that it was
too difficult to attribute their situation to one
category.

The decline in job switching was evident for both
full-time and part-time workers, but more so for the
latter group. This likely reflected the more adverse
impact of lockdowns on contact-intensive
industries that typically employ a higher proportion
of part-time workers and casuals, such as
accommodation & food services (discussed below).

The recovery in job mobility

As health-related restrictions eased and the
economic recovery progressed, the number of
people working reduced hours was gradually
unwound and more workers gained employment
as firms resumed hiring (or workers resumed their
previous jobs if they returned to their previous
employer). Many workers who had left the labour
force at the height of the pandemic have since
returned. Consistent with the improvement in
labour market conditions, the number of
involuntary job separations has declined to be
around more usual levels. Voluntary resignations
have picked up, with the most common reason
being to seek a better job or the desire for a change.
This is also evident in the increase in the job
mobility rate, which since mid-2021 has been at a
high level relative to recent history. For example, the
average job mobility rate over the past decade was
2.8 per cent; in February 2022, it was 3.3 per cent -
nearly 440,000 people switched jobs in the three
months to February. In contrast to the earlier stages
in the pandemic when the mobility rate declined
more for part-time workers, it is now at a similarly
high level for both full-time and part-time workers.

Information from the Bank's liaison program also
indicates that voluntary turnover rates have
increased since mid-2021 to be above average,
particularly in sectors or roles experiencing strong
demand for labour. According to liaison, while this
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partly reflects some catch-up following two years of
lower staff turnover during the pandemic, it is also
due to increased competition for labour, with
workers being enticed to join other firms for a
higher salary. A simple counterfactual exercise —
which compares the actual cumulative flow of job
switches since February 2020 to what the
cumulative flow would have been if the number of
job switches had remained at its average level in
2019 throughout the pandemic — suggests there
has been a sizeable number of job switches beyond
a simple catch-up following the initial decline,
accounting for around 1.5 per cent of total employ-
ment as of February 2022.

The speed of recovery in job mobility from the
COVID-19 shock is in contrast to the GFC - job
mobility did not recover to its pre-GFC levels and
trended lower for the next decade. The natures of
these events, however, were distinctly different. The
recent downturn was precipitated by lockdown
measures to counter the health effects of the virus.
The rapid recovery in the labour market that
followed the removal of these measures and
ongoing underlying momentum supported by
policy settings have enabled a faster rebound in job
mobility, which quickly exceeded its pre-pandemic
level. The labour market recovery was much slower
after the GFC and aggregate demand remained low
for many years. A similar post-GFC decline in job
mobility has been evident in other advanced
economies, suggesting that structural factors play a
role — for example, this may be related to the ageing
population, the decline in the share of startups and
arise in larger firms, and policy settings (Engbom
2019; Decker et al 2014; Decker et al 2020;
Hermansen 2019).

Characteristics of job mobility during the
pandemic

The impacts of the pandemic on the labour market
have been uneven across different groups of people
and sectors in the economy. Activity restrictions and
isolation requirements have more adversely
affected industries that tend to be contact intensive,
such as accommodation & food services. These
industries also tend to employ a higher share of
younger, part-time and casual workers. By contrast,
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employment has recovered rapidly to be well above
pre-pandemic levels in other industries, such as
health care & social assistance and professional
services; this is partly due to the health response to
the pandemic, strong underlying demand and/or
the availability of remote or socially distanced work.

While the extent of job mobility generally varies
across industries, the impact of the pandemic on
job mobility has also been more concentrated in
some areas of the economy than others. In general,
industries with lower earnings, lower wages growth
and a younger average worker age are typically
associated with higher job mobility. This is
consistent with workers having less incentive to
move from their existing job or industry in which
they have accumulated experience that adds to
their earning potential (D'Arcy et al 2012). High-
skilled jobs have experienced particularly sharp
increases in job mobility since mid-2021; notably,
the job mobility rate in professional services has
increased to be around its highest level in over two
decades (Graph 4). This is consistent with
information from the Bank's liaison program that
suggests that strong labour demand in professional
services has encouraged more employees to seek
higher rates of pay or new opportunities, and
resulted in a very competitive job market for
businesses seeking to hire workers, particularly
those skilled in IT. Job mobility in the healthcare
industry — where employment growth has been
particularly strong since the start of the pandemic -
has also increased to be at its highest level in over
two decades. Likewise, job mobility in contact-
intensive industries and construction has recently
picked up, after being relatively low during the
earlier stages of the pandemic.

Changes in job mobility during the pandemic have
been evident across most age groups (Graph 5). At
the onset of the pandemic, the decline in job
mobility was most pronounced among younger
workers (aged 15-19 years and 20-29 years), likely
reflecting reduced demand for entry-level workers
and the more adverse impact on contact-intensive
industries that employ a higher share of young
workers. Typically, younger workers have higher
rates of job switching than older workers. This is
because young people have less firm- and industry-
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specific human capital than more experienced older
workers and so have more to gain by changing jobs
and increasing the quality of a job match; an
example of this is a university graduate who
switches from casual employment to a full-time
career in an industry related to their studies. Job
mobility for these workers has since recovered,
alongside improvements in youth labour market
outcomes. In fact, job mobility has increased for
most age groups in recent months to be above pre-
pandemic levels.

Job mobility includes workers changing jobs within
the same sector (referred to as ‘churn’) and workers
switching to jobs in different sectors (Graph 6). In
the early stages of the pandemic, there was a
sharper decline in job churn than in workers
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changing industries, though the latter also declined.
Since mid-2021, as job mobility increased with the
strengthening labour market, the proportion of job
switches involving changing industries as distinct
from churn has returned to its historical average.
However, there have been some differences across
sectors. In the business services sector, the large
increase in job mobility from mid-2021 was mostly
driven by increases in job churn, with only a modest
increase in workers switching jobs from outside the
sector. The household services sector has
experienced similar increases in job switches within
and into this sector, while job mobility in the goods
sector has been relatively stable throughout the
pandemic. In addition, data on job switching by the
skill level of the job shows that those workers who
have changed jobs have mostly moved into a job
requiring the same level of skill.

Job switching expectations

Some insights on whether job mobility will remain
elevated or return to previous levels can be
obtained from data on future employment
expectations. Actual job mobility has largely
followed expected job mobility over the past two
decades, although these have differed at times
(Graph 7). Workers remain upbeat about the jobs
outlook, with the share of workers expecting to
change jobs/seek other employment within the
next year being around its highest level since 2008.
The increase in expected job mobility has been
primarily driven by full-time workers and is more

Graph 6
Job Mobility by Sector*

Share of sector employment
Business services

AT ]

Household services

=N waX

=N ow aR

o =N wa®

2017 2018 2019 2020 2021 2022

—Total M Within sector B Across sector

Based on the sector of new job.
Sources: ABS; RBA

*

JOB MOBILITY IN AUSTRALIA DURING THE COVID-19 PANDEMIC

pronounced among female full-time workers. By
contrast, the share of part-time workers expecting
to change jobs has returned to its longer term
downwards trajectory.

Higher skilled occupations have continued to report
elevated levels of expected job mobility, while
lower skilled occupations have remained more in
line with the longer term average. By industry,
expected job mobility for the year ahead was
elevated in healthcare & social assistance and
financial & insurance services, and subdued in
accommodation & food services, arts & recreation
and other services, and construction.

Job mobility and wages growth

While workers may change jobs for a number of
reasons, higher wages are often the motivation.
Data from the Household, Income and Labour
Dynamics in Australia (HILDA) survey show that
people who move jobs generally gain higher-than-
average wage increases (Graph 8). People who stay
with the same employer have lower but more
stable wage growth over time. Recent domestic
and international research has shown that higher
job mobility also tends to be associated with higher
aggregate wages growth (Faberman and Justiniano
2015; Karahan et al 2017, Moscarini and Postel-Vinay
2017; Deutscher 2019). This can arise from two
channels: directly, because workers typically
experience a pay bump from changing jobs; and
indirectly, because an employer may offer a pay
raise to retain a worker in their current job due to
competition for labour.

Graph 7
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In Australia, higher job mobility has tended to be
associated with higher aggregate wages as
measured by the Wage Price index (WPI)
(notwithstanding that other factors are also
important drivers of wages, as discussed below)
(Graph 9). The WPI measures the wages of a sample
of jobs (rather than a sample of workers). In this way,
it will capture the higher wages that an employer
pays for a particular job in the face of high job
mobility — for example, higher wages offered to
poach or retain a worker.¥ While high job mobility
tends to be associated with wages growth, the
direction of causality could run either or both ways.
High job mobility may lead to workers receiving a
wage increase by switching jobs or through higher
competition for workers in their industry. However,
the reverse could also occur, whereby wages
growth incentivises workers to switch jobs within
their industry or it could lead to higher job mobility
across industries — for example, higher wages
growth in particular sectors may lead workers to
retrain and switch jobs into those sectors, and/or
encourage firms to consider workers coming from
other industries even if their work experience is not
seen as directly relevant.

As part of its set of models, the Reserve Bank uses
the Phillips curve framework to consider the
implications for wages growth based on a number
of cyclical factors, including: spare capacity in the
labour market; inflation expectations; a measure of
changes in firms’ output prices; and lagged wages
growth (Bishop and Greenland 2021). Job mobility

Graph 8
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is not usually included in this model; however, using
this framework, we explored whether job mobility
provides additional information for future wages
growth above and beyond the variables in the
Bank’s baseline wages model (see Appendix A for
full model results).

The results indicate that job mobility can help to
explain future changes in WPI growth in the near
term. According to the model, the increase in the
job mobility rate in the decade leading up to the
GFC supported wages growth generally, and the
trend decline in job mobility over the following
decade is estimated to have been a drag on wages
growth. With that said, the inclusion of job mobility
in the model provides some but not much
additional information to explain wages growth
beyond the baseline model. The existing measure
of spare capacity in the labour market in the model
(the unemployment gap) is able to account for
most of the variation in wages growth related to
labour market tightness, including the effects of job
mobility. This result is not too surprising as the
unemployment gap and job mobility tend to move
closely together.

Overall, the recent pick-up in job mobility in some
sectors in Australia is expected to contribute over
time to employers offering higher wages to retain
workers or hire new workers as the labour market
tightens. Some firms in the Bank's liaison program
reported having increased wages in response to
elevated turnover, with some of these firms paying
out-of-cycle wage increases to some workers to

Graph 9
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meet the increase in market salaries for those roles
and prevent further increases in turnover. In
addition, some firms have paid more to attract new
staff to fill vacant or new roles.

Job turnover, mobility and wages growth
through the pandemic: Comparing
Australia with the United States and the
United Kingdom

Similar to Australia, job turnover and mobility have
increased sharply in recent months in the United
States and the United Kingdom (Graph 10). In the
United States, where data on job mobility are not
readily available, the job quits rate — the share of
workers leaving their jobs to take new jobs or to exit
the labour force — has been around a record high
since mid-2021. In the United Kingdom, the job
mobility rate has increased to an elevated level.
Wages growth has picked up sharply in both of
these countries — notably more so than in Australia.
Notwithstanding the structural differences in the US
and UK labour markets, the extent of the recovery in
labour supply, in the face of strong labour demand,
appears to have played a role in the different wage
growth outcomes so far. While labour force
participation declined at the onset of the pandemic
in all three countries, it has since increased in
Australia to be at a record high, whereas the US and
UK participation rates still remain below pre-
pandemic levels (although it has been recovering
recently in the United States) (Graph 11).
COVID-19-related health concerns, high
accumulated savings due to fiscal support,
increased retirements and workers re-evaluating
longer term personal and professional goals
(perhaps as part of the ‘Great Resignation’) have
likely contributed to people leaving the labour force
in the United States and the United Kingdom
(Agarwal and Bishop 2022). As a result, firms in
these countries have been paying higher wages to
retain and attract workers. Conversely, health
concerns appear to have had less of an impact on
labour supply in Australia — partly due to
comparatively better health outcomes - and
retirements have remained around usual levels
throughout the pandemic.

JOB MOBILITY IN AUSTRALIA DURING THE COVID-19 PANDEMIC

Conclusion

Job mobility in Australia has increased to a high
level recently, underpinned by the strong labour
market. This followed a sharp decline in job
switching at the onset of the pandemic amid
widespread disruptions to the labour market, and a
multi-decade trend decline prior. The increase in job
switching appears to be partly driven by strong
labour demand for some high-skilled jobs, coupled
with workers catching up on planned job changes
that were put on hold during the pandemic. High
levels of job switching tend to be associated with
higher wages, both at the individual and aggregate
level, in a tight labour market. While job turnover
has also been high in the United States and the
United Kingdom, labour force participation rates
have not yet recovered to pre-pandemic levels; by
contrast, Australia is experiencing a record high

Graph 10
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level of participation. This appears to have played a higher wages and other benefits to attract new
role in relative wage outcomes across the countries. workers or retain existing staff.

The increased rates of job mobility in Australia in

some sectors is expected to contribute to higher

labour costs as firms find that they need to offer

Appendix A: The RBA Wages Phillips curve model with job mobility

We examined whether the addition of the job mobility rate to the RBA Wages Phillips curve model provides
additional information for wages growth. We estimated the equation below:

"
Up—1 7 U

% N DFDd Inflati -
+TAu_+o ° 7 < +0 nfla lo:eth Ly dJobmobility,— | + ¢

Ur—1

% A WPL=a+ % A WPI,1+y(

Where: W
9% A WPI Quarterly growth in the private sector Wage Price Index (WPI) (hourly rates excluding bonuses);

° t seasonally adjusted.
" Quarter-average unemployment rate; seasonally adjusted.

t

" Non-accelerating inflation rate of unemployment (NAIRU) (described in Cusbert 2017); two-sided
u, smoothed quarterly estimate.

Au Quarterly change in the unemployment rate; seasonally adjusted.

t

. Year-ended growth in the domestic final demand implicit price deflator; seasonally adjusted.
% A*DFDdef,

Trend inflation expectations estimated using a Kalman filter (described in Cusbert 2017); two-sided

Inflationexp; ¢ oothed quarterly estimate.

Jobmobility, Quarterly job mobility rate; seasonally adjusted.
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Table A1: The RBA Wage Phillips Curve Model with Job Mobility — Regression Results(2)
Estimated on December 2001-December 2019

Constant

% A WP, _

Y1744
Ur—1
Aup—y

% AYEDFDdef,
4

Trend; 4
4

Jobmobility; _ 4

Adjusted R?

Baseline model Job mobility
0.066*** —0.362**
(0.020) (0.169)
0.425%** 0.337%**
(0.109) (0.110)
—0.533%** —0.402%*
(0.156) (0.193)
-0.097 —0.059
(0.073) (0.073)
-0.012 —-0.109
(0.086) (0.102)
0.587%** 0.7771%%
(0.132) (0.153)

- 0.142%*

(0.057)

0.74 0.77

(@) The dependent variable is the quarterly growth in the private sector WPI (hourly rates excluding bonuses); standard errors in parentheses; ***, **, and
* denote statistical significance at the 1,5, and 10 per cent levels, respectively.

Sources: ABS; authors’ calculations
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