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In August, the president and CEO of the Federal Reserve Bank of New York delivered
some long awaited good news: After years of stagnation, middle-wage jobs are coming
back.! Between 2013 and 2015, middle-wage jobs accounted for nearly 43 percent of all

job growth.? This is a welcome change.

During the Great Recession, the economy lost more than 8 million jobs. The employ-
ment-to-population ratio dropped to its lowest level in 25 years.® Middle-skill workers
were some of the hardest hit, and they have also been the slowest to recover. Despite a
long period of economic growth, job growth has been frustratingly concentrated at the
high and low ends of the pay spectrum.*

Middle-wage job growth signals that the economy is getting stronger. As jobs that pay
middle-class wages become more available, federal and state governments should step
up investments in the workforce that will fill these jobs. Apprenticeship—a so-called
earn and learn training strategy that combines on-the-job training with classroom
instruction—has a proven track record of helping workers learn in-demand skills. Yet
apprenticeship programs are relatively scarce. A lack of public and private investment in
training, limited uptake across industries, cultural norms, and insufficient diversity and

inclusion all make it a challenge to scale apprenticeship programs.

This issue brief reviews the status of middle-skill jobs and considers the obstacles—and

opportunities—to using apprenticeship to fill them.

Middle-wage jobs vs. middle-skill jobs

Middle-wage jobs are not always middle-skill jobs. Middle-skill jobs are typically defined by
the education level required—more than a high school diploma but less than a four-year
college degree. Middle-wage jobs, by comparison, are defined in terms of wages. An analysis
from the Federal Reserve Bank of New York loosely defines middle-wage jobs as those paying
between $30,000 to $60,000 annually.® This brief proposes investing in training that leads to
more middle-skill, middle-wage employment.
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The state of middle skills

A skilled workforce is a key driver of economic growth. Workers who have higher levels
of training and education are more productive, earn better wages, and are more likely to

be employed than unskilled workers.

For workers, having some education beyond high school is key to getting a good job. By
2020, two in three jobs will require some form of postsecondary education or training,
according to the Georgetown Center on Education and the Workforce.” Workers who
do not participate in such education or training are far more likely today to be living in
poverty than their counterparts a generation ago.® Workers with a high school diploma
are also more than twice as likely to be unemployed as college graduates, as well as more
likely to be unemployed than workers with some college education or an associate’s

degree. Median wages are lower for these workers as well.’

Middle-skill credentials—such as an associate’s degree or a certificate awarded by a
college, apprenticeship, or other training program—can be a low- to no-cost option
that leads to a well-paying job. Middle-skill credentials are increasingly popular among
workers. In the past three decades, the number of vocational certificates awarded has
increased by more than 800 percent.'” Demand for these credentials has increased as
well. In 2012, 54 percent of all jobs were middle-skill jobs."

The data from the New York Federal Reserve Bank indicate that the labor market is getting
stronger overall. They also show that there is reason to be optimistic about the middle-skill
job market in particular. Between 2013 and 2015, nearly 2.3 million middle-wage jobs
were created compared with 1.5 million high-wage jobs and 1.5 million low-wage jobs."
There have been significant increases in what the New York Fed calls traditional blue-collar
jobs, which include construction, production, transportation, and installation and repair

jobs, as well as increases in education and administrative support jobs."

It is time to invest in apprenticeship

The return of middle-wage jobs indicates that employer demand is rebounding and that
now is the time to invest in middle skills. An investment in apprenticeship is an invest-

ment in middle skills.

Apprenticeship is a win-win-win for workers, employers, and the public good. The data
tell the story. On average, an individual who completes an apprenticeship earns $50,000
annually."* A 2012 study also found that people who complete apprenticeships earn
more than $300,000 more than nonapprentices in wages and benefits over the course of
their careers.'” And employers retain 91 percent of apprentices once they have com-

pleted their programs.'®
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In an era of soaring college costs and when many students are shouldering large
amounts of student debt, apprenticeship can offer a debt-free credential. It may even
help cut down on the time and cost of earning an academic degree. Increasingly, appren-
tices can obtain academic credit for their time on the job. In some instances, they can

even simultaneously earn an associate’s degree."”

Apprenticeships are good for employers as well. Employers can tailor these programs
to meet their exact skills need. Such programs also help ensure that businesses have a
steady supply of skilled workers. According to one Canadian study, employers received
$1.47 back for every $1 invested in apprenticeship.’* A U.S. Department of Commerce
study released in November examined the return on investment in apprenticeship at 13
firms. Each of the firms studied “found value in the program and identified benefits that
more than justified the costs and commitments they made to the apprentices.”"’

Apprenticeship programs are also an effective government investment. In 2013,
Washington state projected that for every $1 it spent on apprenticeship, taxpayers would

see a $23 return on investment.?’

Administration of the Registered Apprenticeship system in
the United States

The U.S. Department of Labor’s Office of Apprenticeship administers the Registered Apprentice-
ship system. As noted in a Center for American Progress report, “Training for Success,” the system
consists of a national office, six regional offices, and local offices in each state.?’ The Office of
Apprenticeship directly administers the program in 25 states and delegates some operational

authority to state apprenticeship agencies in 25 states and the District of Columbia.

The Office of Apprenticeship is responsible for:

* Program approval and standards * Ensuring that programs offer high-
* Program and apprentice registration quality training

* Worker safety and health * Promoting apprenticeships to

* Issuing certificates of completion employers

State apprenticeship agencies devote most of their resources to approving new occupations for
apprenticeship and on program and apprentice registration with the U.S. Department of Labor.??
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Why there are not more apprentices in the United States

So why are there so few apprentices? A still-recovering economy and weak aggregate
demand are at least partially to blame. Apprenticeships are also largely concentrated in the
building and construction trades.” In the aftermath of the Great Recession, as demand
for construction workers plunged, so did the number of available apprenticeships nation-
wide. As the economy has improved, demand for construction labor and apprentices has

grown.”* By 20185, the number of new apprentices increased 80 percent from 2010.*

While demand is an important factor of the dearth of apprentices, there is more to it
than that. A lack of employer and industry engagement, insufficient government sup-

port, cultural norms, and insufficient diversity and inclusion remain obstacles as well.

Lack of employer and industry engagement
Where demand for middle-skill workers exists, market failures may be the cause.?

First, it appears that employers are progressively underinvesting in training. A recent
analysis exposed a startling trend: From 2001 to 2009, the frequency with which
employers trained their workers declined by 27.7 percent. Most troublingly, the biggest
decline took place from 2001 to 2004; this indicates that the lack of training cannot be
explained by the Great Recession alone.””

Some employers may be assuming that it is simply too costly to train their workers, or
that the costs outweigh the benefits. For small- and medium-sized companies, this may
be a valid concern. A firm hiring one to two new workers per year may not be able to do
it alone. In some instances, labor unions or other workforce intermediaries work in part-
nership with multiple employers to deliver apprenticeship training.*® However, as union

density has declined, so has the incidence of employer-provided training.*

Other employers may have concerns that their trained workers will leave before the

company can reap the benefits of their enhanced productivity. According to a 2007 sur-
vey of apprenticeship sponsors, 1 in 4 sponsors perceived poaching as a major problem.
However, even among the sponsors for whom poaching was a concern, 85 percent said

they “would still strongly recommend” apprenticeship programs.*

At publicly traded firms, reluctance to invest in training may stem from pressure on
managers to maximize profits in the short term at the expense investments in long-term
growth. According to a recent CAP report, pressure to cut costs, along with a lack of
incentives for managers to invest in workers, have likely caused public companies to

forgo productivity-enhancing investments in training.*'
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Finally, employers may simply be unfamiliar with the apprenticeship model.
Apprenticeships have been largely confined to the construction trade. Employers in
industries such as health care, energy, or advanced manufacturing may not be aware that
the model could be adapted to their field. They may also be unaware that there are exist-
ing programs in their industries. For example, the recently launched Alaska Health Care
Apprenticeship Consortium brings together multiple employers to offer apprenticeships
in occupations such as certified nursing assistant, home health aide, and surgical tech-

£ 32

nologist.** Similarly, the AFL-CIO is working with training programs in Boston and Los

Angeles to develop new apprenticeship programs in the hospitality industry.*

Limited public resources and a lack of coordination across programs

The federal Office of Apprenticeship receives just $34 million annually—Iless than 1
percent of the overall U.S. Department of Labor’s budget.** Most of these resources are
dedicated toward approving new programs; registering programs; issuing credentials to
apprentices upon program completion; ensuring program quality and equal employment
opportunity; and providing technical assistance.* There is no regular funding explicitly

dedicated to seeding new programs and expanding into new industries and occupations.

Since 2018, the Obama administration and Congress have invested $26S5 million
in new funding to support apprenticeship. The majority of that funding has been
disbursed in the form of grants and contracts dedicated to expanding apprenticeships

into new industries and occupations.

By comparison, the U.S. Department of Labor spends about $3 billion each year on
other training and employment services.** The U.S. Department of Education awarded
nearly $129 billion in federal loans and grants in 20135 to students in programs offering a

range of postsecondary credentials.””

Apprenticeships also do not fit neatly into the nation’s existing postsecondary educa-
tion and training systems. They neither quite belong to the traditional higher education
system—in this case, community and technical colleges—nor do they really belong to

the nation’s workforce investment system.

Community colleges and other postsecondary institutions can and do offer apprentice-
ship programs, but there are few policy levers available to incentivize such program-
ming. The 2014 Workforce Innovation and Opportunity Act—which authorizes the
public workforce system—encourage states and local areas to better integrate and

align apprenticeship programs with the public workforce system. However, most of the

opportunities for alignment are voluntary.**
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Apprenticeships thus exist neither wholly within or outside these systems. This makes
it a challenge for employers to leverage the resources that both systems bring to bear,
such as funding and expertise. It also makes it difficult for employers to simply figure out

where to go to get help starting a new program.

Cultural norms

Even prior to the Great Recession, the United States had far fewer apprentices compared
with other countries that utilize a similar workforce training model. If the United States
had the same number of apprenticeship starts as Germany or the United Kingdom,

for example, there would have been 2 million or 2.5 million in 2018, respectively, as
opposed to just less than 200,000.%

There is also still a stigma around middle skills in the United States. Workers may
associate middle-skill jobs with low wages and limited opportunities for advancement
or continued education. That outlook is at odds with reality for many middle-skill
jobs. In a recent brief, economist Harry Holzer wrote that much of the middle-skill
job growth is occurring in what he dubs the newer middle. Jobs include health care
technicians, paralegals, chefs, retail managers, protective services, and sales represen-
tatives. Many of these jobs require additional education beyond high school and tech-
nical skills mastery.** Indeed, in the past few years, employers and other Registered
Apprenticeship sponsors have launched apprenticeship programs in health care,
information technology, and other high-tech and science, technology, engineering,
and math, or STEM, sectors.”

Insufficient diversity and inclusion

Apprenticeships also tend to skew heavily white and male. This is especially true for
high-wage apprenticeships. In 2013, just 2 percent of construction apprentices—
apprentices that tend to earn the highest wages—were women.* Both women and
people of color are overrepresented in the lowest-wage apprenticeship programs. For
instance, black workers hold 8 percent of the highest-wage apprenticeships in occupa-
tions like electrician or plumber, but 14 percent and 21.7 percent of apprenticeships

in lower wage jobs like construction laborers or correctional officers, respectively. In a
country that is increasingly diverse, the lack of inclusion in apprenticeship is a problem

for ongoing sustainability and future growth.*
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Recent progress to expand apprenticeships

There has been recent policy and programmatic progress to expand apprenticeship.

In 2014, President Barack Obama set a national goal to double the number of appren-
ticeships in five years. Since then, the U.S. Department of Labor has launched a new
ApprenticeshipUSA initiative, which has worked to expand apprenticeship by providing
technical assistance, issuing guidance to stakeholders, and organizing employers across
industries to develop strategies to expand apprenticeship into new fields. The agency has
also awarded more than $250 million in grants and contracts to support apprenticeship.*

That funding includes an unprecedented $90 million appropriation from Congress.*

These funds will support a range of activities, including:

* $175 million in partnership grants to launch apprenticeships in new industries

* $20.4 million for industry and equity intermediary contractors, which will provide tech-
nical assistance to employers and work to increase underrepresented groups’ access

* $50.5 million in state grants aimed at integrating apprenticeship into state education
and workforce systems

* $10.6 million in state grants to expand and expedite apprenticeship programs*

States too have begun to make investments in apprenticeship programs. Recent strate-

gies include employer tax credits and subsidies for training or related instruction.*’

South Carolina’s Apprenticeship Carolina program offers employers a tax credit for each
apprentice they sponsor. The program also offers hands-on technical assistance provided by

apprenticeship navigators. The state’s technical college system employs these navigators.*

Some states have adopted the South Carolina model, while others have chosen to
provide tuition assistance or to organize employers to identify new industries for
apprenticeship.” In Minnesota, the PIPELINE project set up industry councils made
up of employers, higher education representatives, and organized labor that established
competency standards for a set of agreed-upon occupations.®® The state then awarded
competitive dual-training grants to employers seeking to train workers to meet those

standards. The state is on its third round of grant funding.*'

These federal and state efforts have begun to pay off. The number of registered appren-
tices in the United States increased by nearly 20 percent between 2013 and 2015.%

Apprenticeships in the insurance industry

In 2015, a group of 15 Chicago-area insurance companies—Iled by Zurich Insurance Group and
Aon, which are based in Switzerland and the United Kingdom, respectively—announced a
new effort to bring apprenticeships to the U.S. insurance industry. Aon launched its appren-
ticeship program in partnership with Harold Washington College in 2015.>3 Zurich Insurance
Group, partnering with William Rainey Harper College, will begin its program in early 2017.>4
These programs will prepare workers for jobs in account management, client support, and
financial analysis and technology.>
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Conclusion

Recent middle-wage job growth demonstrates that despite persistent wage inequal-
ity—which must be addressed through policies to raise wages—there are still opportu-
nities for workers to find good jobs.*® As the economy improves, smart investments in
developing and sustaining the nation’s human capital are needed. Apprenticeships are an

effective way to build the supply of middle-skill workers.
In order to make that happen, federal and state governments must step up to the plate.

The progress that policymakers have made at the federal level is laudable—particularly
at a time when funding for new programs is difficult to come by and bipartisan agree-
ment is rare. Still, the recent funding opportunities are relatively small and largely

depend on Congress and the next administration’s continued interest in apprenticeship.

Congress and the next administration should focus on advancing policies that ensure
greater access to apprenticeship programs. The Center for American Progress has pro-
posed a number of policy changes that would help achieve that goal. These recommen-
dations include supplying employers with financial support to establish apprenticeship
programs; better aligning the interests of investors, executives, and workers to encour-
age workforce training; marketing apprenticeship to businesses; facilitating state-based
efforts to expand apprenticeship; improving coordination between apprenticeship
programs and the public workforce system and community colleges; updating and
strengthening regulations governing equal employment opportunity in apprenticeship;
expanding pre-apprenticeship programs; and improving data collection so that policy-

makers have reliable information on which to base training decisions.*’

It is also critical that policymakers continue to invest in and learn from successful mod-
els and that they work to further integrate apprenticeships into the nation’s postsecond-
ary education and training systems. These policy changes will ensure that more workers

can get a well-paying job.

Angela Hanks is the Associate Director for Workforce Development Policy on the Economic

Policy team at the Center for American Progress.
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