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Jobs

The middle-class squeeze on
jobs is real

* 15.5 million people are still out of work as the country
struggles to return to full employment following the

Great Recession.!

* Productivity and wages have decoupled since the
1970s. While wages tracked productivity almost
one for one until 1973, since then, wages have
increased less than 10 percent while productivity

has increased by about 75 percent.?

* Middle-class incomes have been stagnant—
a situation that is all the more troubling because
mothers are working 2.6 times as many hours as
they were in 1979, meaning households are
working many more hours to essentially maintain

their standard of living.?

For the median-income married couple
EE with two children, incomes were stagnant
=) from 2000 to 2012.
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Understanding how we got here

No issue is more central to middle-class security than
jobs. Unlike the wealthy—who have more savings,
wealth, and investment income—the middle class
counts on work to provide income and stability.

Yet work doesn't pay like it used to; labor’s share of
income fell dramatically in the 2000s.* The middle

60 percent of Americans’ share of aggregate income
fell from about 53 percent in the late 1960s to just
46 percent today.’ It's not that workers have become
less productive, it’s that they are not seeing the gains
from that productivity passed on to them, leading

to record corporate profits while workers’ wages are

often stagnant.

The problems of unemployment are particularly acute
for the 5.5 million unemployed Millennials starting
their working careers and the 47 percent of new
retirees who involuntarily dropped out of the work-
force in 2013, retiring years sooner than they might

have otherwise due to decreased opportunities.®



Depressed incomes—either from stagnant wages or
lack of employment—are only part of the story when
it comes to the middle-class squeeze. While a dollar
goes much further today than it did a generation ago
for consumer goods such as big-screen TVs and cell
phones, a middle-class lifestyle has always been more
about the ability to afford security than the ability to
simply buy things, and the cost of security has risen
dramatically. Many of these costs of security—from
housing to health care—are explored elsewhere in
this report. But if the jobs data tell us anything about
incomes and unemployment, it is that for millions

of Americans, the income side of the ledger is not
keeping up with the expenses side. And the income
squeeze leads to a retirement squeeze as people are

able to save less and less.

Policy recommendations

Creating and maintaining good, middle-class jobs will
require a suite of policies to both invest in our nation’s
human capital and ensure that the United States is as
competitive as possible in a global context; these

policies are explored in detail in the Center for American

Progress report, 300 Million Engines of Growth.”

In the immediate term, however, there are five things
we can do today to support good middle-class jobs

and address the middle-class squeeze:

* Increase aggregate demand to stimulate

the economy.

* Foster inclusive capitalism so that more gains are

shared with workers.

* Ensure basic workplace protections to maximize

workforce participation.
* Strengthen unions and empower workers.
* Improve education and workforce development

programs, including a dramatic expansion of

apprenticeship programs in high-growth sectors.
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Jobs

Since most middle-class workers derive the vast majority of their income from their
job—and since too few Americans have incomes that can support the rising costs
of basic necessities such as child care and health care—increasing the number of

jobs that pay a fair wage is a critical step toward tackling the middle-class squeeze.

This chapter offers a snapshot of the current jobs picture, outlines the implications
for America’s middle class, and highlights policies that can help improve the jobs

situation—and subsequently, improve the income side of the middle-class squeeze.

Current jobs picture

With millions of Americans still out of work, job creation is still a top national
priority more than five years after the end of the Great Recession in June 2009.*
The picture is even more worrying when we consider that on top of the 9.7 million
unemployed Americans, millions more have dropped out of the labor force entirely,

leaving our labor market with distressingly low labor-force participation rates.’

While millions of Americans—particularly the 3.2 million long-term unem-
ployed'®—are eager to find any kind of job, our standard of what it means to be

middle class is broader than just being employed.

After all, 3.3 million Americans earned the minimum wage of $7.25 an hour or less in
2013," a wage that is already more than 30 percent lower than it was at its inflation-
adjusted peak of $10.69 an hour in 1968." There are also more than 7 million people
working part time for economic reasons’*—meaning they want to work more hours,
but employers are not willing to give them more—as well as 7 million multiple-job

holders,'* many of whom are just trying to make basic ends meet.

Jobs | www.americanprogress.org 25



While the economy has added 9.7 million private-sector jobs since hiring picked
up in early 2010, many of the jobs that have come back during the most recent
expansion are at lower wage levels than the jobs that were lost."* National
Employment Law Project analysis shows that nearly 40 percent of the job losses in
recent years were in middle-income jobs. In fact, middle-wage jobs have made up
only one-quarter of the employment growth, while low-wage industries, such as
food services and retail, have shown the strongest employment growth, at 44
percent. All told, there are 1 million fewer good middle-class jobs today than at
the start of the recession.'®

This is part of a longer-term trend that has seen median household income decline
in real terms since 2000."” So while American workers are more productive,'® real

median incomes have still fallen.

FIGURE 2.1
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Bureau of the Census, "American Social and Economic Supplement,” (2001-2012), available at http://www.census.gov/hhes/www/in-
come/data/historical/householdy/.

So the basic employment challenge for the 21st century economy is how do we

ensure that more people in the labor force are getting good, middle-class jobs?
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The labor-market situation for key groups

In addition to understanding top-line numbers about the current U.S. jobs market, it is also
critical to understand how the effects of the Great Recession—plus decades of changes from
technology to globalization—have affected different communities. What follows is a list

of key facts that paint a picture of what is happening in the jobs market for young people,
older workers, women, and communities of color.

Young people

* There are more than 3.6 million Americans under the age of 25 who are unable to find

work, and millions more face the struggle of being underemployed."

* Today’s recent high school graduates are unemployed at a rate of 23 percent and underem-
ployed at a rate of 42 percent. Both of these rates have nearly doubled since 2000. Recent
college graduates are unemployed at a rate of 9 percent and underemployed at a rate of 17
percent—up from 5 percent and 10 percent in 2000.2°

* About half of all mothers have their first child before the age of 25,*' but young workers
are much less likely than their older counterparts to have a job that can support a family.?
Consider that workers under the age of 25 constitute only about one-fifth of hourly paid
workers, but they make up about half of those paid the federal minimum wage or less,”
meaning this low-wage reality affects families across the country.?

Older workers

* Unemployed workers between the ages of 50 and 61 are one-third less likely than younger

workers to find a job within 12 months.> Workers older than 62 years old are half as likely.

* When older unemployed workers find a new job, they often take a steep pay cut: The me-
dian wage for the new jobs of formerly unemployed 50- to 61-year-old men is 20 percent

lower than their previous jobs?

* Many older workers are having a difficult time staying in the workforce; 47 percent of
retirees in 2013 retired earlier than planned.?”



Women

* Maternal labor-force participation is falling in the United States relative to other advanced
economies, and more than one-quarter of this is due to a lack of family friendly policies.?®

* The gender wage gap has not seen any improvement during the recovery and the ratio of
women’s annual earnings to men’s annual earnings actually fell from 2008 to 2012.% Much
of our failure to make progress on closing the gap results from our failure to enact 21st
century work-family policies: 10.5 percent of the gender wage gap comes from women's
shorter job tenures, at least partially attributable to their greater likelihood of taking time
off to provide family care.

* Sixty percent of women’s jobs gains in the post-2009 recovery have been in the 10 largest
low-wage job categories, compared to 20 percent of men's job gains.?'

Communities of color

* African Americans and Latinos persistently suffer from disproportionately high unemploy-
ment rates across all different worker characteristics. The unemployment rate of African
Americans is typically twice as high as that of whites, while the Latino unemployment rate
is about one-third greater than the rate of whites.*

* Communities of color—black, Hispanic, and Asian communities—represented 42 percent
of minimum-wage earners in 2013 despite the fact that they made up just 32 percent of
the workforce.*®

* Household incomes have fallen drastically for African Americans since the Great Recession.
Inflation-adjusted median incomes for African Americans fell by 7.1 percent from 2007 to
20009, faster than for any other population group. Furthermore, inflation-adjusted median
household incomes dropped another 4.68 percent from 2010 to 2012, which was faster

than comparable income drops for any other population group.®*

Ensuring that more people—from all communities—have access to good middle-class jobs
is key not only to alleviating the economic pressures faced by individual households, but
also to improving our economic prospects as a nation. If we had eliminated the racial and
ethnic disparities that drive these inequalities, average incomes for everyone would have
been $3,201—or 8.1 percent—higher in 2011, and our GDP would have grown by $1.2
trillion.* Eradicating the gender wage gap would raise working women’s incomes by an
average of $6,250, cutting the poverty rate in half and raising GDP by 2.9 percent, or nearly
$450 billion.*



Policies to improve the jobs
picture and help alleviate the
middle-class squeeze

Good jobs are not created in a vacuum. In fact, we know that one of the key
requirements for the creation and maintenance of good jobs is healthy demand.
And we also know that a vibrant middle class is key to healthy demand.?”

If the United States is going to have a healthier economy and grow the largest, most
complex, dynamic economy the world has ever seen, we are going to have to do a lot
of things right. CAP laid out its long-term growth strategy in 300 Million Engines of
Growth,*® outlining policies that will help build human capital and also create a more
dynamic economic environment. Some of these policies that also relate to the middle-
class squeeze—such as access to high-quality preschool education and affordable
housing—are addressed in this report. Many more policies that will affect our ability
to set the stage for good middle-class jobs in both the short and long term—from
enforcing trade rules® to comprehensive immigration reform*—are dealt with as

well in other CAP reports.

This report recommends five key things we can do to support good middle-class

jobs today:

* Increase aggregate demand to stimulate the economy.

* Foster inclusive capitalism so that more gains are shared with workers.

* Ensure basic workplace protections to maximize workforce participation.
* Strengthen unions and empower workers.

* Improve education and workforce development programs, including a dramatic

expansion of apprenticeship programs in high-growth sectors.
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Boost aggregate demand

Raising aggregate demand may sound a bit technical, but it’s quite straightforward:
Our economy has the ability to be more productive. Right now, factories are sitting
idle and millions of workers are devoting effort to dropping off resumes rather than
producing goods. But without enough demand for goods and services, businesses
are understandably hesitant to invest. As a result, the country has seen a persistent
output gap in recent years that represents lost opportunity for the U.S. economy

and American jobs.

FIGURE 2.2
The GDP gap since the beginning of the Great Recession
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Source: Lawrence Mishel and others, "The State of Working America, 12th Edition" (Washington: Economic Policy Institute, 2012), updated
April 2013, available at http://www.stateofworkingamerica.org/charts/output-gap-real-gdp-compared-to-potential-gdp-2000-11/

There are a range of simple, concrete steps the government can take to raise
aggregate demand by making smart investments that will create more good jobs
for workers while at the same time boosting productivity and America’s long-term
competitiveness. The following three steps could have immediate effect in

boosting aggregate demand.

* Extending federal unemployment insurance. The labor market remains
depressed, and unemployment not only provides a lifeline to workers as they
search for more work, but it is also extremely effective at generating demand in
the economy. In fact, the Congressional Budget Office estimated that extending
federal unemployment benefits would have created 200,000 jobs in 2014.*
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* Raising the federal minimum wage. Gradually raising the federal minimum
wage to $10.10 an hour from 2014 through 2016 would put $35 billion into the
pockets of 28 million workers. What’s more, according to an open letter signed
by 600 economists in support of increasing the minimum wage, “the weight of
evidence now show(s] that increases in the minimum wage have had little or no
negative effect on the employment of minimum-wage workers, even during

times of weakness in the labor market.”**

Strengthening the earned income tax credit, or EITC. In 2013, more than 27
million taxpayers claimed more than $63 billion in EITC funds.* That year,
EITC benefits lifted more than 6 million people out of poverty.** Strengthening
the EITC would be both a powerful signal that Americans value work and a means
to increase demand and generate additional jobs while millions of Americans
are still looking for work. To do so, we should expand it for workers without
children, whose average credit is only one-tenth of what workers with children
receive,* and also lower the eligibility age from 25 to 21 so that young adult

workers can qualify.*

Congress should also recognize that there has never been a better time to make
long-terminvestmentsin America’saginginfrastructure,aswellasitshuman capital —
the sources of stronger future economic growth. At precisely the time when
demand in the economy was low, Congress was cutting nondefense discretionary
spending, which is the part of the federal budget that supports many of our most
important public economic investments, such as scientific research, education,
and infrastructure. Those cuts both hurt demand in the short term, as well as our
competitiveness over the long-term. In fiscal year 2014, nondefense discretionary
spending was cut by 16 percent from FY 2010 levels, once inflation is taken into
account.” With the automatic sequestration cuts scheduled to return in full starting
in fiscal year 2016, nondefense discretionary spending is on track to fall to its lowest
level ever as a share of the economy since 1962—when tracking of this category
started.”® To make the investments our economy needs, Congress must allocate

more funding to the nondefense discretionary budget.

These investments work just like any others, we spend money up front—boosting

demand in the process—in order to reap gains in the future. For example, we could:

* Invest in our future workforce. Some of the most productive investments we
can make are in our people. While a record number of children are now in the

U.S. school system,* we have actually cut teacher numbers by 300,000 since the
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Great Recession began, making investment in education all the more critical.*
Increasing access to high-quality early childhood programs—discussed later in

this report—would be a particularly effective investment.

Invest in our infrastructure. U.S. infrastructure currently has a D+ grade from
the American Society of Engineers®' and approximately 800,000 construction
workers are looking for work, making this a timely investment. Given that every
$1 billion in infrastructure spending supports between 9,000 to 15,000 direct
and indirect jobs, infrastructure investment would help boost demand now
while improving future competitiveness.’> Once the immediate job creation has
receded, infrastructure investments continue to provide substantial benefits to
the economy for decades to come. Infrastructure projects improve efficiency,
reduce unpredictable service disruptions that harm businesses and raise
production costs, and provide seamless and timely access to global markets at
competitive prices. For example, more than 15,000 trains a year move through
the Alameda Corridor rail tunnel, which was completed in 2002 and connects
the Ports of Los Angeles and Long Beach with the national rail network; it has

allowed for substantial freight and job growth in Southern California.*

There are more opportunities for a wide range of infrastructure investments
across the country, including for the busiest 59 ports in the United States. These
ports support jobs that rely on the continuous and predictable movement of
freight. Due to a lack of harbor maintenance, however, the channels reach full
depth less than 35 percent of the time, limiting the size and timing of ships that

can access certain ports; this limits trade and adds uncertainty to supply chains.**

Foster inclusive capitalism that will share more gains with workers

When workers share an ownership stake in the companies they work for, research
shows that this type of inclusive capitalism leads to positive outcomes for both the
firms and the workers.*® From employee stock ownership plans to profit sharing
and broad-based stock options, this can yield measurable dividends. For workers,
inclusive capitalism is associated with higher pay, greater long-term wealth
accumulation, and greater job stability. For businesses, it often translates to

increased productivity, profitability, and lower worker turnover.*
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In fact, empirical studies have shown that firms that switch to inclusive capitalism
arrangements immediately see increased productivity relative to peers; and
productivity increases continue for years after implementing the system. Survey
evidence suggests that giving workers a voice and tying pay to the success of the firm
empowers and motivates workers to share information and suggest improvements,

further increasing productivity.”’

Inclusive capitalism is by no means a new or rare phenomenon in the United States.
Today, almost half of all U.S. workers receive some sort of inclusive capitalism
compensation—although its use is quite limited in most firms. Companies
practicing broad-based inclusive capitalism range from unionized American steel

manufacturers to air carriers, leading technology firms to socially minded companies.

Inclusive capitalism has not only been embraced by a wide array of businesses,
it can also draw broad political support. A bipartisan list of lawmakers—ranging
from Sen. Bernie Sanders (I-VT) and Rep. Chaka Fattah (D-PA) to Sen. Kelly
Ayotte (R-NH) and Rep. Dana Rohrabacher (R-CA)—have introduced legislation
to expand government support for inclusive capitalism.*® Historically, President
Ronald Reagan called it “people’s capitalism” that “can serve the nation well.” Then-
Sen. Hubert Humphrey called profit sharing “one of the twin pillars of our economy”

It is a particularly important time to promote employee participation in firm
ownership, as 70 percent of U.S. business owners are over the age of 45.°” In other
words, with the right information and incentives, there is the potential for a
multi-trillion dollar transfer of wealth over the next 20 years. While not all of these
companies are necessarily suitable for employee ownership, there is an opportunity
to dramatically improve the balance of wealth in the United States by enhancing
incentives for owners, particularly of private companies, to transfer ownership or

at least a share of profits from capital ownership to their employees.
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Half of American workers receive some form of
inclusive capitalism compensation

Inclusive capitalism is already part of the U.S. corporate landscape. In fact, almost
half of U.S. workers receive some form of inclusive capitalism compensation, even
though it is usually limited.®® Some examples of inclusive capitalism include:

* The United States Steel Corporation pays quarterly cash profit-sharing payments to
its unionized workforce. ©

* Southwest Airlines’employees own a significant portion of its stock, awarded
through their employee benefit plans.®

* Intel shares profit with its employees via cash payments and restricted stock options.®

* New Belgium Brewing employees own 32 percent of the company via an employee
stock ownership program.**

To encourage inclusive capitalism, we can:

* Expand tax incentives. Under current law, owners of a business receive capital
gains tax relief when they sell their shares in the business to their workers,
provided the sale meets certain requirements. This has encouraged the smooth
transition of ownership to employees. Smooth transitions such as these could be
turther facilitated by providing partial estate tax relief when the owner’s estate
transfers the successful firm to an employee stock ownership plan. In another
example, under current law, companies circumvent the $1 million limitation on
the deductibility of executive compensation by taking advantage of the “perfor-
mance-based pay” loophole that allows deductions for grants of company stock
as pay. The performance-based pay exception could be limited to companies that

include 80 percent of their workforce in the performance pay plan.®®

* Offer grants to regional inclusive capitalism centers. These centers would
provide outreach, education, and technical assistance to private-sector businesses
on adopting sharing practices. The centers would also encourage companies to
adopt supportive workplace cultures that offer workers solid base wages and

benefits, as well as a say on the job.®
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* Stop policies that inhibit the growth of sharing programs. Some policies
present roadblocks to companies interested in adopting inclusive capitalism
approaches, such as policies that render employee-owned companies ineligible
for government contracts that are set aside for women- and minority-owned

firms, even when the employee-owners otherwise meet the program qualifications.

* Create an Office of Inclusive Capitalism to increase awareness about best
practices. The office would, for example, encourage business schools to include
information on sharing programs in their curricula and highlight existing laws
that promote inclusive capitalism such as state benefit corporation laws. These
laws offer legal protections to businesses that look beyond short-term financial

gains and create a material positive impact on society.””

Ensure basic workplace protections to maximize
workforce participation

One way that middle-class families have reacted to stagnating wages since the
1970s—and resisted the negative effects of that stagnation—has been to increase
the number of family members who are employed, also known as their family’s
labor supply. Mothers’ full-time labor-force participation has increased dramatically
between 1979 and 2012—from 27 percent to 41 percent—which enabled some
families to have a higher standard of living through dual incomes, at least for a
while.® In fact, the only married families that have seen real, inflation-adjusted

income growth since the 1970s are married couple families with a working wife.”’

However, increasing labor-force participation or work hours is no longer an option
for most middle-class families. In the majority of families, all of the adults work, and
only one in five children now have a full-time, stay-at-home caregiver.”” This presents
two related issues. First, when all adults in a household work, there is no longer
someone in the home who can provide unpaid care to young, ill, or elderly family
members; subsequently, the high cost of outsourced care creates significant oppor-
tunity costs to employment, which are felt most acutely by women. This is exacer-
bated by the second problem; namely, the fact that our nation’s labor standards have

not been updated to reflect this change in family dynamics.

In a subsequent chapter, this report outlines policies that are designed to ensure
that all children have access to high-quality child care that is affordable for working
families. We must also ensure that workers have the flexibility to care for their

families while also progressing in their careers.
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Unfortunately, the majority of labor laws reflect an outdated notion of who works
in the paid labor force and who provides unpaid care within the home. A lack of

policies such as paid leave and workplace flexibility may have made sense in an era
when most full-time workers were men with stay-at-home wives, but middle-class

families have evolved and our labor standards must do so as well.

The United States is the only advanced economy, indeed one of only eight countries
in the world, that does not guarantee working women the right to paid maternity
leave.”" We are also the only advanced economy that does not guarantee workers
the right to paid sick days, or any form of paid leave at all.” This lack of family
friendly policies negatively affects labor-force participation and earnings of women,

which in turn negatively affects the economic stability of middle-class families.”
To address the needs of working families, we should:

* Develop a federal paid family and medical leave program. Building on
successful state programs in California, New Jersey, and Rhode Island, the Family
and Medical Insurance Leave Act, or FAMILY Act, would establish a federal
program to provide up to 12 weeks of partial wage replacement for the same
qualifying conditions covered under the Family and Medical Leave Act, which only
provides unpaid leave to qualifying workers. A large majority of workers—between
77 percent and 84 percent—would be eligible for the program, ensuring that

working families would have access to wage replacement when they need it most.”

Establish a national paid sick days standard. The Healthy Families Act would
allow workers in businesses with at least 15 employees to earn up to seven paid
sick days per year. This leave could be utilized for a worker’s own medical needs

or to care for an ill family member.

Strengthen unions and empower workers

One of the most important, although often overlooked, factors that has contributed
to the decline of America’s middle class has been the steady decline in labor-union
participation over the past several decades. Unions are critically important to the
health of the middle class because when unions are strong, they fight for key
middle-class interests both in the workplace and in the political arena.”® As union
representation has declined, however, many middle-class workers have found
themselves increasingly shut out of the nation’s economic gains and struggling to

maintain their standard of living.
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Research has repeatedly shown that union membership significantly increases the
wages that workers receive, as well as their likelihood of having retirement and
health care benefits.” For example, studies have shown that typical middle-class
workers who are union members can expect to earn approximately 14 percent more
than nonunion workers, even when controlling for factors such as age, experience,
and education.”” These so-called “union premiums” also tend to disproportionately
benefit workers of color.”® They can even help improve benefits for nonunion workers;
when union density is sufficiently high in an area, the bargained-for benefits can set

standards for other area employers, including those that employ nonunion workers.”

Given how important unions are for protecting middle-class interests and ensuring
that workers are fairly compensated, it should come as no surprise that the decline in
union membership since the late 1960s correlates strongly with the decline in a key

measure of the middle-class’ health: their share of the nation’s total take-home income.

FIGURE 2.3
As union membership rates decrease, middle-class incomes shrink
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Source: Union membership rate is from Barry T. Hirsch, David A. MacPherson, and Wayne G. Vroman, "Estimates of Union Density by
State," Monthly Labor Review 124 (7) (2001). Middle-class share of aggregate income is from the U.S. Census Bureau, Current
Population Survey (Department of Commerce).

Between 1967 and 2012, nationwide union membership fell from 28.3 percent of
all workers to an all-time low of 11.3 percent, with significant drops observed in all
50 states.*® Over this same period, the share of the nation’s total income going to
the middle 60 percent of households fell from 52.3 percent to only 45.7 percent.*’
The majority of the income lost by the middle class was redirected to those at the
very top; the share of income going to just the top 5 percent of earners grew from
17.2 percent to 22.3 percent during this time, or more than one-fifth of all income
earned in the United States in 2012.%
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Unions helped build America’s middle class, and if they are allowed to continue to
decline, America’s middle class will likely continue to decline with them. To

reverse this decline, we should:

* Modernize the union election process. To put an end to needless delays,
regulations should be put in place that reduce unnecessary litigation, streamline
pre- and postelection procedures, and facilitate communications via the digital

mediums workers now depend on.*

* Ensure that all workers who would like to form a union are able to do so.
Regardless of their occupation or location, everyone should have the right to
join a union if they desire to do so.** Congress should pass reforms to establish a
fair process for workers to decide on union representation, expand coverage so
more workers are provided the right to organize, and promote productive
collective bargaining for first contracts—so that workers can negotiate for

improved wages and benefits.

Better protect workers who choose to unionize. Policymakers should establish
more meaningful penalties for employers who fire or discriminate against employ-
ees for exercising their right to organize, as well as establish more substantive
remedies for workers who have been wronged. This includes making the right to
join a union a civil right. This would give workers who are discriminated against
for exercising their right to organize a private right to sue, just as workers have a

right to sue if they face other forms of workplace discrimination.®

Improve education and workforce development programs,
including a dramatic expansion of apprenticeship programs in
high-growth sectors

Young Americans entering the labor market experience very high levels of unemploy-
ment and underemployment. Our education and training system is failing to connect
young Americans with good jobs. Millennials are struggling with disproportionately
high levels of unemployment, low-wage jobs, rising college costs, and spiraling
student debt. Lack of sufficient jobs and jobs that fully utilize the skills of recent
entrants to the labor market are keeping young people from getting on the path to

a middle-class life.
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The United States should invest in worker training that gives young people the
skills employers are seeking. This can be done by allowing federal student aid to
be used for non-degree programs that have been shown to improve employment
outcomes; directing workforce investment funds to programs with demonstrated
effectiveness; and creating incentives for employers to partner with community
colleges to develop training programs that lead to good jobs. We believe one of the
best ways to address the situation for many young people is to dramatically expand
the availability of apprenticeships, a form of paid-worker training that leads to

good, middle-class jobs.

Expanding access to this effective training model can address many of the challenges An a pprent iceshi P
young people face in the labor market. Apprenticeships combine on-the-job

learning and classroom instruction, and apprenticeship completers earn an average offers a young

of $301,533 more in wages and benefits over their careers than comparable

workers.* And apprenticeships offer young people the opportunity to attain an Person a jO b
education with little or no debt, as many programs allow students to earn college

credit for their coursework and on-the-job training. Crucially, an apprenticeship tod ay—not J ust
offers a young person a job today—not just the hope that a job will be there after

they invest in an expensive education. the ho pe t hat a

But even though the U.S. Department of Labor administers a small system of JO b will be there
registered apprentices, the training model is unfamiliar to most Americans. This is

due largely to a lack of awareness among employers, few of whom understand the after th ey invest
benefits and return on investment for apprenticeships. There is no targeted federal

funding to help businesses offset the costs of sponsoring an apprentice, nor is in an ex pen sive
there a national marketing effort to make businesses aware of the benefits of hiring

apprentices. Fortunately, smart policies can address these challenges. education.

To address the dearth of apprenticeship programs and to help bring a source of
new good, middle-class jobs to America’s young people, policymakers should
work with businesses to expand the U.S. apprenticeship system both in number of

participants and available occupations. To do so, we should:

* Create a federal tax credit for businesses. Businesses that sponsor apprentices

should receive a $1,000 tax credit for each apprentice hired.

* Establish competitive grants. Grants that support the creation of new
apprenticeships in new high-wage, high-growth occupations such as health care,

information technology, and advanced manufacturing are particularly critical.
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* Improve marketing to businesses. The White House should work with the
Departments of Labor and Commerce to create an employer-friendly website,
increase outreach, and launch a national initiative to bring unemployed high

school graduates into apprenticeships.

* Leverage the federal workforce and federal contracting to support appren-
ticeships. Establish apprenticeships in federal agencies and preference contractors

that offer apprenticeships.

* Improve the portability of apprenticeships. By offering grants for employers
to come together to write national guideline standards for apprenticeships in
key high-growth occupations, we can ensure that apprenticeships meet the

needs of employers and offer workers a credential that is truly portable.

FIGURE 2.4
Combined unemployment and underemployment rate of recent
high school and college graduates

50%
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High school graduates ?
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College graduates
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Notes: High school graduates include young high school graduates between ages 17 and 20 who are not enrolled in additional
schooling. College graduates include college graduates between ages 21 and 24 who do not have an advanced degree and are not
enrolled in additional schooling. Underemployment includes those who work part time but want full-time work (“involuntary” part
timers) and those who want a job and have looked for work in the last year but have given up actively seeking work (‘marginally
attached” workers).

Source: Heidi Shierholz, Alyssa Davis, and Will Kimball, "The Class of 2014: The Weak Economy is Idling Too Many Young Graduates”
(Washington: Economic Policy Institute, 2014), available at www.epi.org/publication/class-of-2014/.
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Conclusion

In 2000, the median American worker earned $768 per week. Twelve years later,
that same worker still made $768 per week, even though productivity increased by
23 percent.*” As the following chapters show, the costs of many key elements of
middle-class security rose significantly over this period—from child care to health
care to higher education. To alleviate the middle-class squeeze, we have to start by
putting policies in place to ensure that more Americans workers are in good-paying,

middle-class jobs.
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