
Delta Variant Stalls Service-Related Hiring; 
Rising Wages Pose New Challenges

Health concerns slowed hiring last month. Job creation de-
clined substantially in August as 235,000 positions were added, 
down from the 1.05 million personnel brought on in July. Job loss-
es in many high-contact service roles contributed to the decrease, 
reflecting the negative impact of rising COVID-19 infections. Fac-
ing greater health risks, some individuals opted not to apply for 
such roles. Many employers have also imposed vaccine mandates, 
adding new steps to the hiring process. Growth is expected to pick 
up in September, however. Most schools will be fully in session, 
and federal supports relating to unemployment and eviction 
protection will have ceased, prompting households that had been 
waiting to now rejoin the labor market.

Hotels add fewer jobs as summer comes to a close.  Up 16 percent
so far this year, the leisure and hospitality sector did not grow in Au-
gust. The creation of 36,000 jobs at entertainment and recreation
venues was offset by 42,000 fewer roles at bars and restaurants.
Hotels hired about 7,000 people for accommodation positions
last month, the smallest gain of the year. This marked slowdown
coincides with lessening hotel room demand. The end of summer
vacations, paired with the spread of the delta variant, has led to a
decrease in hotel occupancy. After peaking at 71.4 percent in late
July, the measure has since dropped to 61.0 percent in the last full
week of August. At the same time, the average daily rate continues
to surpass 2019 levels, which will help hotels recoup revenue even
as the industry transitions to the slower fall travel season.

Industrial sector labor needs reflect current economic state. 
The addition of 40,000 messenger and warehousing jobs along 
with 11,000 air transportation positions have lifted the transpor-
tation and warehousing sector staff count to above the pre-pan-
demic level. Accessing fewer services, consumers continue to 
spend more on goods, adding stress to global supply chains. 
This in turn has increased the demand for warehouses to store 
preparatory inventory. Distribution space near airports is also in 
greater demand as firms leverage aircraft to move goods.

Wage pressures mount in August. While the employment base re-
mains 3.5 percent below the pre-pandemic level, elevated job open-
ings signal a persistent labor shortage. To help draw talent, many
firms have been increasing wages. Companies such as Walgreens,
Chipotle, Southwest Airlines and Amazon have raised their starting
salaries to $15 per hour or more. Overall, average hourly earnings
have increased 4.3 percent year over year, with wages climbing by
more than 6 percent in especially labor-constrained sectors such as
hospitality and warehousing. The added labor costs may push some
commercial tenants to reevaluate space needs.

Less hiring, higher pay complicate Fed outlook. The slowdown in
hiring may prompt the Federal Reserve to delay updates to its cur-
rent policies. At the same time, rising wages contribute to inflation-
ary pressures, and unlike the temporary effects of supply shortages
on prices, salary increases are more permanent. Given two compet-
ing trends, it is unclear how the Fed will respond, and whether it will
hasten or delay easing asset purchases or raising lending rates.

Sources: IPA Research Services; Bureau of Labor Statistics; New York Times
Follow Us on Twitter @IPA_USA
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Developing Trends:
September Retail Sales Outperform as Foot 
Traffic Remains Elevated

Consumer spending sturdy last month. Unfazed by the end of 
federal unemployment benefits and other dissipating stimulus, 
core retail sales increased 0.7 percent in September and 13.5 
percent from the same period last year. Although inflation, which 
climbed 0.4 percent last month, was a contributing factor to the 
rise, the overall spending picture remained brighter than antici-
pated. Lingering back-to-school shopping and wider office open-
ings contributed to the gains as apparel and gas station spending 
advanced 1.1 percent and 1.8 percent, respectively. Only two of the 
13 major retail sectors recorded declines last month: electronics 
and appliance stores and health stores.

Strong sales support retail properties. Consumer spending sup-
ported brick-and-mortar retailers through the worst of the health 
crisis. Overall vacancy peaked in the first quarter of this year 
and has since trended lower while rents continue to rise. While 
more retailers will undoubtedly eventually shutter because of the 
health crisis, those closures will, in turn, funnel shoppers into the 
remaining stores that survive, further strengthening the business-
es that remain. Year over year, total foot traffic is up 16 percent. 
Grocery stores have registered nearly equal gains in annual sales 
growth (7.5 percent) and visits (8.3 percent). 

Variants have minimal impact on dining out. Receipts at eating 
and drinking places increased 29.5 percent year over year, the 
second-highest annual rise after gasoline stations. Visits to dining 
establishments rose 29 percent during the same period, matching 
the increase in sales. On a monthly basis, spending at restaurants 
and bars ticked up 0.3 percent, indicating diners were undeterred 
by the delta variant that sent cases rising across much of the U.S. 
in recent weeks. Additionally, vaccine mandates in some of the 
nation’s largest cities, including New York, Los Angeles and San 
Francisco do not seem to have kept diners away. Foot traffic trends 
in both California and New York remained relatively aligned with 
the national average last month.

Supply chain issues threaten holiday sales. As global trade 
reopens unevenly, the carefully orchestrated supply lines that 
existed prior to the pandemic are having trouble returning to 
previous efficiency. Approximately 500,000 containers are sitting 
on ships off the Los Angeles coast, and smaller, but significant 
backups are present in Savannah and New York. Unless unloading 
and transportation hasten in the coming months, some products 
may fail to reach store shelves before the holiday season. 

Vaccine mandates cloud short-term outlook. Over the past sev-
eral weeks an assortment of vaccine requirements, ranging from 
public to private and local to federal, have been enacted across the 
country. A small percentage of workers are opting to leave their 
positions rather than comply with these requirements, which has 
the potential to create turnover at more than a million jobs. The 
time it may take for companies to refill these spots could create a 
hiccup in the employment market, possibly hamstringing retail 
spending temporarily. 

* Through September
Sources: IPA Research Services; CoStar Group, Inc.; Placer.ai; U.S. Census Bureau
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Job Growth Tempers in September;
Industrial Sector Continues to Outperform

Hiring slows again in September. The complete expiration of 
federal unemployment insurance did not translate into accelerat-
ed job growth last month as the health crisis continued to present 
challenges. Employers added 194,000 personnel to payrolls in 
September, barely above the monthly average from more typi-
cal years such as 2018. Logistical logjams, infection worries and 
vaccine mandates contributed to last month’s slowdown; however, 
the greatest weight came from the public sector. Government 
payrolls fell by 123,000 positions in September, partially offsetting 
private sector job creation of 317,000.

Demand for industrial spaces and employees to fill them rises.  
In contrast to other segments of the economy, the trade, transpor-
tation and utilities sector has already surpassed its pre-pandemic 
headcount and continues to grow. The nation’s logistics infrastruc-
ture has only become more important during the health crisis, 
as made evident by a near-record level of industrial space being 
absorbed in the second quarter. In order to fully staff their new 
distribution centers, companies such as Amazon and Walmart have 
raised their starting salaries. This may begin to attract employees 
from other sectors, especially those that are continuing to see a loss 
of business due to the ongoing spread of COVID-19.

Vaccine requirements constrain onboarding. After previous 
strong growth, hiring at bars and restaurants shifted minimally in 
September. Despite reopenings, some people continue to be wary 
of dining out, while New York and Los Angeles now require proof of 
vaccination from patrons, limiting visits. Retailers and hospitality 
providers may also face greater hiring constraints moving forward 
due to a national vaccine mandate set to take effect in the coming 
weeks for large employers. Many roles offered by these businesses 
require fewer specialized skills, but labor participation and vacci-
nation rates are lower among this demographic. While still subject 
to change, this new worker health requirement will lengthen hiring 
times and increase turnover, limiting near-term net job creation.

Decisions to not work shrink labor force. While the unemploy-
ment rate fell to a new pandemic period low of 4.8 percent, part 
of the decline can be attributed to a contraction in the size of the 
civilian labor pool. Compared with February 2020, about 3 million 
fewer people are in the labor force, meaning that they are unavail-
able or are not looking for work. Part of this decrease comes from 
older individuals opting for early retirement. People relocating to 
more affordable areas has also allowed some dual-income house-
holds to fall back on a single paycheck.

Higher wages and other costs impacting company operations. 
Although hiring slowed last month, shortages in many key positions 
remain, adding upward pressure to wages. Average hourly earnings 
increased 4.6 percent year over year in September, well above rates 
recorded before the health crisis. The added labor costs, paired with 
materials shortages and inflating fuel prices, are raising the bottom 
line for many companies. This change may impact future decisions 
regarding space requirements as leases come up for renewal.

Sources: IPA Research Services; Bureau of Labor Statistics
Follow Us on Twitter @IPA_USA

Delta Variant Stalls Service-Related Hiring; 
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Health concerns slowed hiring last month. Job creation de-
clined substantially in August as 235,000 positions were added, 
down from the 1.05 million personnel brought on in July. Job loss-
es in many high-contact service roles contributed to the decrease, 
reflecting the negative impact of rising COVID-19 infections. Fac-
ing greater health risks, some individuals opted not to apply for 
such roles. Many employers have also imposed vaccine mandates, 
adding new steps to the hiring process. Growth is expected to pick 
up in September, however. Most schools will be fully in session, 
and federal supports relating to unemployment and eviction 
protection will have ceased, prompting households that had been 
waiting to now rejoin the labor market.

Hotels add fewer jobs as summer comes to a close.  Up 16 percent 
so far this year, the leisure and hospitality sector did not grow in Au-
gust. The creation of 36,000 jobs at entertainment and recreation 
venues was offset by 42,000 fewer roles at bars and restaurants. 
Hotels hired about 7,000 people for accommodation positions 
last month, the smallest gain of the year. This marked slowdown 
coincides with lessening hotel room demand. The end of summer 
vacations, paired with the spread of the delta variant, has led to a 
decrease in hotel occupancy. After peaking at 71.4 percent in late 
July, the measure has since dropped to 61.0 percent in the last full 
week of August. At the same time, the average daily rate continues 
to surpass 2019 levels, which will help hotels recoup revenue even 
as the industry transitions to the slower fall travel season.

Industrial sector labor needs reflect current economic state. 
The addition of 40,000 messenger and warehousing jobs along 
with 11,000 air transportation positions have lifted the transpor-
tation and warehousing sector staff count to above the pre-pan-
demic level. Accessing fewer services, consumers continue to 
spend more on goods, adding stress to global supply chains. 
This in turn has increased the demand for warehouses to store 
preparatory inventory. Distribution space near airports is also in 
greater demand as firms leverage aircraft to move goods.

Wage pressures mount in August. While the employment base re-
mains 3.5 percent below the pre-pandemic level, elevated job open-
ings signal a persistent labor shortage. To help draw talent, many 
firms have been increasing wages. Companies such as Walgreens, 
Chipotle, Southwest Airlines and Amazon have raised their starting 
salaries to $15 per hour or more. Overall, average hourly earnings 
have increased 4.3 percent year over year, with wages climbing by 
more than 6 percent in especially labor-constrained sectors such as 
hospitality and warehousing. The added labor costs may push some 
commercial tenants to reevaluate space needs.

Less hiring, higher pay complicate Fed outlook. The slowdown in 
hiring may prompt the Federal Reserve to delay updates to its cur-
rent policies. At the same time, rising wages contribute to inflation-
ary pressures, and unlike the temporary effects of supply shortages 
on prices, salary increases are more permanent. Given two compet-
ing trends, it is unclear how the Fed will respond, and whether it will 
hasten or delay easing asset purchases or raising lending rates. 

Sources: IPA Research Services; Bureau of Labor Statistics; New York Times
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Delta Variant Stalls Service-Related Hiring; 
Rising Wages Pose New Challenges

Health concerns slowed hiring last month. Job creation de-
clined substantially in August as 235,000 positions were added, 
down from the 1.05 million personnel brought on in July. Job loss-
es in many high-contact service roles contributed to the decrease, 
reflecting the negative impact of rising COVID-19 infections. Fac-
ing greater health risks, some individuals opted not to apply for 
such roles. Many employers have also imposed vaccine mandates, 
adding new steps to the hiring process. Growth is expected to pick 
up in September, however. Most schools will be fully in session, 
and federal supports relating to unemployment and eviction 
protection will have ceased, prompting households that had been 
waiting to now rejoin the labor market.

Hotels add fewer jobs as summer comes to a close.  Up 16 percent 
so far this year, the leisure and hospitality sector did not grow in Au-
gust. The creation of 36,000 jobs at entertainment and recreation 
venues was offset by 42,000 fewer roles at bars and restaurants. 
Hotels hired about 7,000 people for accommodation positions 
last month, the smallest gain of the year. This marked slowdown 
coincides with lessening hotel room demand. The end of summer 
vacations, paired with the spread of the delta variant, has led to a 
decrease in hotel occupancy. After peaking at 71.4 percent in late 
July, the measure has since dropped to 61.0 percent in the last full 
week of August. At the same time, the average daily rate continues 
to surpass 2019 levels, which will help hotels recoup revenue even 
as the industry transitions to the slower fall travel season.

Industrial sector labor needs reflect current economic state. 
The addition of 40,000 messenger and warehousing jobs along 
with 11,000 air transportation positions have lifted the transpor-
tation and warehousing sector staff count to above the pre-pan-
demic level. Accessing fewer services, consumers continue to 
spend more on goods, adding stress to global supply chains. 
This in turn has increased the demand for warehouses to store 
preparatory inventory. Distribution space near airports is also in 
greater demand as firms leverage aircraft to move goods.

Wage pressures mount in August. While the employment base re-
mains 3.5 percent below the pre-pandemic level, elevated job open-
ings signal a persistent labor shortage. To help draw talent, many 
firms have been increasing wages. Companies such as Walgreens, 
Chipotle, Southwest Airlines and Amazon have raised their starting 
salaries to $15 per hour or more. Overall, average hourly earnings 
have increased 4.3 percent year over year, with wages climbing by 
more than 6 percent in especially labor-constrained sectors such as 
hospitality and warehousing. The added labor costs may push some 
commercial tenants to reevaluate space needs.

Less hiring, higher pay complicate Fed outlook. The slowdown in 
hiring may prompt the Federal Reserve to delay updates to its cur-
rent policies. At the same time, rising wages contribute to inflation-
ary pressures, and unlike the temporary effects of supply shortages 
on prices, salary increases are more permanent. Given two compet-
ing trends, it is unclear how the Fed will respond, and whether it will 
hasten or delay easing asset purchases or raising lending rates. 

Sources: IPA Research Services; Bureau of Labor Statistics; New York Times
Follow Us on Twitter @IPA_USA
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