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The “Low-Hire, Low-Fire” Labor Market

Hires and quits have been low during the strong labor market over the past year or so,
when layoffs have also been low. This combination is historically unusual. However,
it 1s likely a continuation of long-term trends rather than something unique to the

current period.
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[The current labor market] doesn't feel like a good labor
market to some who don'’t have jobs because quits are really
low, hires are really low, . . . the labor market is in balance,
but it’s an unusual and uncomfortable kind of a balance
where people who don't have jobs will have a hard time

breaking in.

Jerome Powell, press conference, April 29, 2026

The situation alluded to by then-Chair Powell in the above quotation is often referred to as the “low-
hire, low-fire” labor market. In this Economic Commentary, | briefly clarify what is meant by this term
and what is unusual about the current situation referenced and then provide a longer-term context.

Half of the “low-hire, low-fire” labor market is a misnomer. “Low-hire” is straightforward: Hires indicate
adding new workers to companies’ payrolls, in other words, accessions to an employer, including both
movements from nonemployed to employed and movements of currently employed individuals
directly from a given employer to another. But perhaps less straightforward is the “low-fire” part, which
does not refer to employee dismissals for cause in particular. Rather, it refers either to separations of
all kinds or to layoffs, depending on the speaker. The distinction can matter: The bulk of separations
are employee quits or company layoffs, with quits greatly outnumbering layoffs most of the time.

Figure 1shows the hire, quit, and layoff rates from the Bureau of Labor Statistics’ Job Openings and
Labor Turnover Survey (JOLTS).! The hiring rate has come down drastically from its elevated
pandemic-recovery level and stands below its levels in the strong labor markets during the
expansions in the 2000s and 2010s. Layoffs are also low compared to during the two previous strong
labor markets. The quit rate has also fallen drastically from its high levels during the COVID-19
pandemic, and it stands at levels somewhat below those of the late 2010s, when the unemployment
rate was at similar levels to that of recent months. Admittedly, whether one considers the quit rate to
be low at the time of this writing may be rather subjective.
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Figure 1: Total Hire, Quit, and Layoff Rates (JOLTS) December 2000-May 2026
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Source: Job Openings and Labor Turnover Survey (JOLTS) via Haver Analytics
Motes: Data from March 2020 through December 2021 are excluded. Rates are percent of total employment. Verical bars show recessions.

As can be seen even from this relatively brief time span, hires and quits tend to rise and fall together.
Therefore, it is not unusual that they would both be low simultaneously. What is unusual is that they are
both low at a time when the labor market is relatively healthy. In general, both are highly procyclical.
Put another way, they are both low at a time when layoffs, which tend to rise in recessions, are also
low.

Long-term trends

This unusual confluence appears to be a product of along-term downtrend in what has been termed
labor market “fluidity” The JOLTS data begin at the end of 2000; looking further back in time requires
aturn to other sources of data. Unfortunately, however, these sources do not allow one to make
distinctions among types of separations, so one must look to the total separation rate. Figure 2 shows
hire and total separation rates from 1995 onward, calculated from the Current Population Survey. 2
These rates combine estimates from the Bureau of Labor Statistics on movements across labor
market statuses, 3 with estimates of employer-to-employer movements from Fujita, Moscarini, and
Postel-Vinay (Federal Reserve Bank of Philadelphia). Figure 3 shows hire and separation rates from
another source available during the same period, the Census Bureau's Quarterly Workforce
Indicators. 4 Both sources suggest a secular downtrend in both hire and separation rates going back
to at least the mid-1990s.
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Figure 2: Hire and Separation Rates (Current Population Survey) 1995:Q4-2026:Q2
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Source: US Census Bureau quarterly workforce indicators
Motes: Data from 2020 and 2021 are excluded. Rates are percent of total employment. Vertical bars show recessions.

Figure 3: Hire and Separation Rates (QWI) 1995-2025

Percent )
26 m Hire rate

m Separation rate

14

1965 2000 2005 2010 2015 2020 2026
Source: US Census Bureau quarterly workforce indicators
Motes: Data from 2020 and 2021 are excluded. Rates are percent of total employment. Vertical bars show recessions.

There is a sizable literature on declining fluidity in the US economy, with an emphasis on the labor
market. This literature finds downtrends along a number of dimensions in addition to hires and
separations: establishment-level job reallocation rates, occupational mobility, domestic migration, and
the number of short-term jobs. °

By combining these various dimensions of fluidity, Molloy et al. (2016) date the beginning of the
downtrend to the early 1980s, possibly before. They, along with other researchers, have found that the
decline has been broad based across types of workers and sectors and that perhaps half of the
general decline in fluidity can be attributed to demographic factors, notably the aging of the
population and increases in levels of education. 6 However, the reasons for the remaining half are not
well understood. As the population is expected to continue to age, with older adults making up a
larger percentage of the adult population, 7 atleast part of the downtrend can be expected to remain.
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Conclusion

The recent confluence of low hire rates, low quit rates, and low layoff rates is likely a result of a long-
term downtrend in labor market fluidity in general. While not all of the reasons for the downtrend are
understood, as the population continues to age, it seems unlikely that fluidity will fully rebound in the
near future.
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Endnotes

1.

See the Bureau of Labor Statistics Job Openings and Labor Turnover Survey, available at bls.gov/jlit/ . For
brevity, | use “layoffs” to indicate “layoffs and discharges” in the JOLTS. Total separations in the JOLTS also
include retirements, transfers, and separations as a result of disability or death. These categories are small
compared to quits and layoffs. Return to 1

2. See US Bureau of Labor Statistics Current Population Survey: Home, available at bls.gov/cps/ . Return to 2
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3. See US Bureau of Labor Statistics Research Series on Labor Force Status Flows from the Current Population
Survey, available at bls.gov/cps/cps_flows.htm . Return to 3

4. See US Census Bureau QWI Explorer, available at qwiexplorerces.census.gov/ . Returnto 4

For reallocation rates, see, for example, Decker et al., 2014; occupational mobility, Vom Lehn, Ellsworth, and Kroff,
2022; domestic migration, Coate and Mangum, 2026; and short-term jobs, Hyatt and Spletzer, 2017. Return to 5

6. Forexample, see Davis et al., 2010. Return to 6

For example, see Felix, 2026. Returnto 7
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