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EXECUTIVE SUMMARY

Four years after the official end of the Great Recession, millions of America’s workers continue to
struggle to survive without a paycheck. This persistently high level of unemployment is the real cliff that
threatens our economy. Lost wages, a smaller tax base, less consumer spending, and disproportionate
growth in lower-wage sectors pose fiscal challenges for decades to come.

This report—the first of two being released by the National Employment Law Project this spring—
explores who the long-term unemployed are and how their ongoing estrangement from the labor force
hurts the entire economy. We suggest that the diversity of this population means it will take a variety of
job creation measures to reattach them to the workforce, and that the longer we wait in the name of
austerity to implement these programs, the more intractable the problem of long-term unemployment
will become. The second report, scheduled for release next month, will propose a range of policies to
trigger a recovery for those who have thus far been left out, ranging from short-term options designed
to give the long-term unemployed a leg up in the labor market, to longer-term projects that would
invest in America’s workers and communities. Among this report’s key findings are the following:

e Taken together, the “sequester” and other budget-cutting policies will likely slow GDP this year
by 2.1 percentage points, costing the U.S. economy over 2.4 million jobs.!

o Alltold, there are 27 million unemployed or underemployed workers in the U.S. labor force,
including not only the unemployed counted by official jobs reports, but also the eight million
part-time workers who would rather be working full-time and the 6.8 million discouraged
workers who want to work but who have stopped looking altogether.

e Several years after the official end of the recession, the average duration of unemployment
remains at least twice that of any other recession since the 1950s. An unprecedented four in
ten jobless workers—nearly five million people—have been out of work for 27 weeks or longer,
pushing the average duration of unemployment up to 37 weeks, nearly 16 weeks longer than
during the worst of the 1980s downturn.

e Women constitute a smaller portion of the long-term unemployed than their overall
representation in the workforce, but continuing budget cuts and public sector job losses since
the recession officially ended have unnecessarily slowed the recovery for women.
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e Austerity measures and public sector layoffs contribute to a disproportionately high
representation of African-American workers among the long-term unemployed. One in five
jobs in state and local government lost during the downturn resulted in a pink slip for an
African-American worker.> And because Latino youth make up 30 percent of all youth enrolled
in federal job training programs,® cuts to federal and state education and workforce budgets
threaten to reverse recent gains for these workers and could disproportionately affect Latinos.

e Older unemployed workers suffer the highest percentage of long-term unemployment of all age
groups, with more than half of unemployed workers ages 45 and older out of work for longer
than 27 weeks. With families to support and mortgage payments to make, older unemployed
workers have fewer years to make up for lost retirement savings and are likely to instead fall
back on already strained disability, medical, and income support programs.

e Acollege degree is not a guarantee of work. During the Great Recession, the number of long-
term unemployed with a bachelor’s degree increased fivefold, while those with some college
experienced a similar increase. Even now, there are just over 900,000 long-term unemployed
workers with a bachelor’s degree.

e Public sector jobs are an important avenue for workers with more formal education: almost 16
percent of recent graduates with a bachelor’s degree go into government work, as do nearly 26
percent of those with advanced degrees.* With ongoing austerity measures limiting these
employment opportunities, however, more of these workers will be pushed to join the 15
percent who already go into service occupations.

e The Great Recession exacerbated a long-term trend away from good jobs. Six in ten jobs lost
during the downturn were in mid-wage occupations.” By comparison, during the recovery,
employment in lower-wage occupations grew by 2.8 times more than employment in mid- and
high-wage occupations. Not only do these jobs pay inadequate wages, low-wage jobs in food
services, retail, and employment services are synonymous with high turnover, erratic work
schedules, limited access to employee benefits, and few opportunities for career advancement.

The elimination of good jobs over the past three decades continues to hollow out our nation’s middle
class and fuel growing income inequality.® Recent economic research indicates that growing inequality
could lead to lower economic growth and slower job creation in the future.” The focus on austerity,
with its concomitant decrease in quality mid-wage public sector jobs and decrease in public sector
demand for goods and services from the private sector, is exacerbating this trend. Rather than taking
the lead by employing workers to provide the quality public services our country needs to thrive, we are
cutting teaching, public safety, and public service workers. Instead of investing in improved physical
infrastructure, transit, and energy efficiency, we are allowing the backbone of our economy to crumble.

MISGUIDED AUSTERITY MEASURES FORESTALL RECOVERY

In just a few short months, we will hit the fourth anniversary of the official end to the Great Recession.
As of June 2009, economists said that the recovery had begun, which to most people would imply that
we would all begin to see real improvements in our economic situation. And, indeed, corporate profits



are experiencing a golden age and the stock market has returned to its heady peaks. The recovery has
been rockier for the rest of us: the percentage of national income going to workers is at its lowest point
since 1967, and millions of Americans are still not receiving a paycheck at all. The federal cuts that went
into effect last month, known as the “sequester,” will exacerbate this situation, with one firm predicting
it will result in 700,000 job losses by the end of 2014.2

But the sequester is only the latest incarnation of a philosophy of economic austerity that threatens to
turn our current post-recession long-term unemployment crisis into a permanent one. Taken together
with other deficit reduction policies, GDP growth is likely to slow by 2.1 percentage points this year,
costing the U.S. economy 2.4 million jobs.’ This is the latest in a long line of missed opportunities and
wrong-headed austerity plans that have slowed a recovery for the rest of us. The 2009 Recovery Act
may have been the best anti-recessionary plan that was politically possible, but it constituted less than
half of what was needed to address more than $2 trillion in lost production.’® The prolonged 2011
battle over raising the debt ceiling itself created a dip in consumer spending that led to weak GDP
growth, and resulted in government cuts that, as one analyst warned, threatened to create “so much
damage to the denominator, which is growth of GDP, that what we do in the numerator, reducing the

debt, may end up being insufficient.”**

It remains to be seen if the partisans of austerity in the Congress
will again demand government cuts as their ransom for raising the debt ceiling, but the Congressional
Budget Office is warning that unemployment is likely to stay above 7.5 percent through 2014, marking
the sixth consecutive year with unemployment that high, “the longest such period in the past 70

years.”"? As one economist has noted, “nothing converts cyclical unemployment into structural

unemployment more certainly than prolonged unemployment.”**

This persistently high level of unemployment is the real cliff that threatens our economy. “Regardless of
its root cause, persistent long-term unemployment has troubling long-term consequences for workers
and for the economy,” warned the U.S. Congress Joint Economic Committee, “including lost wages,

1% Inasmuch as some long-

declining labor force participation, less consumption and a smaller tax base.
term unemployed are older or disabled workers, they may simply stop trying to participate in the labor
force, begin spending down retirement savings and make demands on strained social service programs
earlier than they otherwise would.” Young workers who struggle with long-term unemployment suffer
from what some call “scarring effects,” including a higher likelihood of experiencing unemployment
again later and lower lifetime wages than their consistently employed peers.*® The stresses of long-term
unemployment have repercussions for workers, their families, and their communities long into the
future in the form of increased risks of mental illness and suicide, higher mortality rates, domestic

violence, and academic underperformance by their children.

It is astonishing that federal lawmakers so blithely disregard the urgent need for policy responses
addressing the 4.8 million long-term unemployed. That is roughly the population of Chicago and
Houston, and they have been slowly draining their savings and struggling to keep their families afloat for
more than six months, some of them for much more than six months. It is a testimony to the success of
social safety net programs like unemployment insurance and supplemental nutritional assistance that
this massive group remains largely invisible to the general public. They are men and women, young and



old, of every race and ethnicity. They are highly skilled workers and entry-level workers. They once
worked in nearly every part of the economy, in the public and private sectors.

This report explores who the long-term unemployed are and how their ongoing estrangement from the
labor force hurts the entire economy. We suggest that the diversity of this population means it will take
a variety of job creation measures to reattach them to the workforce, and that the longer we wait to
implement these programs in the name of austerity, the more intractable the problem of long-term
unemployment will become. Having already achieved the longest period of high unemployment in 70
years, we simply cannot afford to keep breaking the record.
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Source: Adapted from The Hamilton Project at the Brookings Institution and the Economic Policy Institute.

SLOW RECOVERY MEANS FEW JOB OPPORTUNITIES

While some accuse the unemployed of preferring to stay out of the workplace, the fact is that the
economy is simply not creating job openings fast enough to absorb the millions looking for work. The
Bureau of Labor Statistics still reports 3.3 unemployed for every job opening, and the long-term
unemployed in particular face discrimination from potential employers who prefer to hire those who
already have jobs." After losing nearly 8.8 million jobs during the downturn, private sector employment
increased in each of last 36 months. Expanding payrolls are a welcomed sign, but the pace of job growth
remains slow, while the types of jobs being added are disproportionately low-wage.

Today, the United States faces a jobs deficit of nine million. This is the number of jobs needed to restore
the labor market to its pre-recession health after accounting for jobs lost during the downturn as well as
potential labor market entrants.’® At the current pace of job growth (183,000 jobs per month in 2012),
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the United States will not close the jobs deficit until 2019 (Figure 1). As a direct result of the jobs deficit,
there are nine million fewer people earning a wage and paying income taxes. In an economy that
depends on consumer spending, having so many workers on the sidelines, struggling just to make ends
meet, is a problem.

Additionally, there are also signs that private sector job growth is slowing as Recovery Act spending
fades and Congress ratchets up counterproductive austerity rhetoric. Total job creation in 2012 was up
over the previous year, but the increase was the result of fewer public sector job losses, rather than an
acceleration of monthly private sector job growth, which declined last year to 189,000 from 202,000 a
year earlier. Meanwhile, public sector job losses at the local level continue to be drag on economic
recovery. Not only should the public sector have added jobs to simply maintain levels of employment,
but the accompanying loss of demand for private sector goods by government agencies and the
diminished consumer spending power of public sector workers meant an estimated loss of 750,000
private sector jobs t00."® Since the recovery officially started over three years ago, state and local
governments shed 722,000 jobs, including 355,000 teachers,” 56,000 police officers, and 30,000 first
responders.” In addition to hurting the economy, the loss of vital public sector jobs will negatively
impact the quality of education we provide our children and threaten the health and safety of our
communities.

Alternative Measures of Unemployment
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Source: NELP analysis of Current Population Survey data. (Note: Discouraged workers are individuals who are not in the labor force but who
want a job.)

“REAL” UNEMPLOYMENT AND THE SHRINKING LABOR MARKET

At the current rate of job creation, the U.S. economy is barely adding enough jobs to absorb new labor
market entrants, let alone reemploy the millions of individuals who lost their jobs during the downturn.
Over the past five years, millions of discouraged workers left the labor force out of frustration or
resorted to part-time work when no full-time positions were available. The nation’s unemployment rate



may be the most common barometer of labor market health, but this measure only includes individuals
who are in the labor market and does not capture underemployment—the eight million part-time
workers who would rather be working full-time. Additionally, there are 6.8 million discouraged workers
who want to work but who have stopped looking. All told, there are 27 million unemployed or
underemployed workers—over two times more than the official number (Figure 2).

During the recovery period, the percentage of Americans who are either employed or actively looking
for work (i.e., the labor force participation rate) fell to the lowest point in over 30 years. Between
December 2007 and February 2013, the labor force participation rate dropped an astounding 2.5
percentage points. About two-thirds of the decline is attributable to the weak labor market, while the
remaining third is explained by long-term demographic trends such as the retiring baby boomers.?? As a
result of labor market weakness alone, there are four million fewer workers in the labor force than there
should be. If this number of workers were to enter the labor force today, the official unemployment
rate would increase from 7.7 percent to 10.1 percent.

UNPRECEDENTED LONG-TERM UNEMPLOYMENT

While quick action to implement the Recovery Act kept overall unemployment numbers below
catastrophic levels during the recession, this recovery is unlike other post WWII recoveries in that long-
term unemployment remains at unprecedented levels and rates. This is uncharted economic territory
and it will take conscious policy innovations to address it. Today, an unprecedented four in ten jobless
workers—nearly five million people—have been out of work for 27 weeks or longer (Figure 3), pushing
the average duration of unemployment up to 37 weeks, nearly 16 weeks longer than during the worst of
the 1980s downturn.

Individuals who have been unemployed the longest are the least likely to find work. Today, the three
million individuals who have been jobless for more than a year face a less than 1-in-10 chance of finding
a job in a given month.”* The challenge of finding work is only compounded by employers that
discriminate against well-qualified applicants who are currently out of work, with some employers going
so far as to specify “unemployed need not apply” in job announcements.*

m Cumulative Number of Jobless Workers
by Length of Unemployment Spell, Annual Averages
15

12

W 99 weeks or longer

W 52 to 98 weeks

27 to 51 weeks

7.3 million 26 weeks or less

millions
0 T T T T T T T T T T T 1

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

Source: NELP analysis of CEPR Current Population Survey Outgoing Rotational Group uniform extracts.



CONSEQUENCES OF
LONG-TERM
UNEMPLOYMENT

Long-term unemployment is an
enormous waste of our nation’s
human capital that will have
lasting repercussions for the
economy as well as the health
and financial security of workers
and their families. Empirical
research shows that the loss of a
good job during a severe
downturn—the job-loss pattern
of this downturn—Ileads to a 20
percent earnings loss lasting 15
to 20 years.25 Earnings losses are
more severe for long-term
unemployed workers who run a
greater risk of dropping out of
the labor force and falling into
poverty.”® Our economy cannot
afford to lose valuable
productive capacity and tax
revenue associated with good
jobs by allowing millions of
today’s long-term unemployed
workers to become tomorrow’s
disadvantaged workers.

Beyond earnings losses, there is
a host of health and social issues
associated with unemployment
and long-term unemployment in
particular that affect families,
but also have a larger cost to
society. As a result of increased
health problems, individuals who
lose their jobs during a severe
downturn can expect to live 1 to
1.5 years less.”’” Health care
costs may also rise with an
increased risk of mental illness,

Long-Term Unemployment by Demographic, 2012
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Questions." (Note: Education is limited to individuals ages 25 and over.)
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domestic violence, and suicide. Family
instability associated with job loss leads to
higher divorce rates, while children of
unemployed parents also perform worse in

Long-Term Unemployment
as a Percentage of Total Unemployment, 2012
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that may account for some of our ongoing unemployment crisis, but not the majority. In order to craft
and implement policies that will get the long-term unemployed reattached to the workforce, we must
have a truer sense of who they are and to which industries they are connected. The following section

breaks down the incidence of long-term unemployment by sex, age, education, race and ethnicity, and
industry. In addition to examining the number of long-term unemployed within these populations, we
also identify which groups experienced the greatest increases in long-term unemployment.

Public Sector Cuts Disproportionately Harm Women

Men lost over two times as many jobs as women during the downturn as early job losses were heavily
concentrated in the male-dominated manufacturing and construction industries (Figure 6). While male
job loss began seven months before the recession began, women started losing significant numbers of
jobs five months after the Great Recession began.” In fact, female employment did not bottom out
until September 2010—over a year after the official end of the recession—when steep public sector cuts
had a disproportionate impact on women workers.”> Women held 70 percent of the 765,000 state and
local government jobs that were lost between 2007 and 2011.*
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(Table 2). Additionally,
one in five long-term jobless women is a single mother, while nearly one million children are living in
households with mothers who have been out of work for over six months.**

While women’s employment has been growing in recent months—by February 2013 women had
regained almost three-quarters of the jobs lost since hitting bottom—continued austerity policies are
undercutting those gains by triggering ongoing layoffs in the public sector. Already, public sector job
losses for women have wiped out 25 percent of all the private sector job gains they made from the start
of the recovery until January 2013.* By focusing on ever-deeper cuts in public spending, policymakers
could prolong the pain of the recession for women workers and further damage the overall economy.

Minority Workers at High Risk of Long-Term Unemployment

The continuing focus on austerity over employment has distressing effects on racial inequality as well.
Of the five million long-term jobless workers, just over half are white (Figure 4). However, relative to
other groups, whites make up a much smaller proportion of the long-term unemployed relative to their
share of the labor force.

African-American Workers

In comparison, African Americans are overrepresented relative to their share of the total labor force,
accounting for 12 percent of the labor force, but 23 percent of the long-term unemployed (Figure 4).
African Americans also face the highest unemployment rate (13.8 percent in 2012) and have the highest
percentage of unemployed workers who are also long-term unemployed (48 percent) (Figure 5).

Research suggests several structural reasons for these disparities, ranging from the greater likelihood
that African-American workers will lose their jobs earlier in a downturn due to application of “last
hired/first fired” policies, to less access to networks that would alert unemployed African-American
workers to potential openings or give them preference among applicants.®®> Furthermore, residential
segregation can lead to significant challenges in finding a new job for unemployed African-American
workers. According to the Department of Labor, between 2008 and 2010, unemployed African-



American workers were 60 percent more likely to live in an area with double-digit unemployment than
non-African-American ones.>

Because the public sector has also been an important source of quality jobs for African-American
workers, the ongoing government cuts have had a disproportionate effect in this community. One in
five jobs in state and local government lost during the downturn resulted in a pink slip for an African-
American employee.*®

Asian-American Workers

Among the major racial and ethnic groups, Asian Americans are by far the most highly educated. Three-
quarters of Asian-American workers ages 25 and over completed at least some college, and 57 percent
have at least a four-year degree.* High educational attainment may be one reason that overall
unemployment among Asian-American workers remains relatively low (6.7 percent in 2012).

Relative to whites and Hispanics, however, a large share (44 percent) of unemployed Asian Americans
has been out of work for 27 weeks or longer, signaling that Asian-American workers could be more
vulnerable to long-term unemployment upon job loss (Figure 5). Additionally, Asian Americans with
some college experience and those with a four-year degree are unemployed at a higher rate than
similarly educated whites.”” Researchers attribute high rates of long-term unemployment to the
significant proportion of Asian-American workers who are foreign-born as well as the fact that
unemployment remains high in states such as California and New York that are home to over 40 percent
of Asian-American workers.*®

Hispanic & Latino Workers™

Figure 7 Long-Term Unemployed as a Percentage of Total
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idled workers. Despite substantial job losses in industries with high concentrations of Latino workers,

’ “Hispanic and Latino” are used interchangeably to include individuals of any race from South and Central
America, Mexico, Puerto Rico, and Cuba.
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Latinos still maintain the highest labor force participation rate of the primary racial and ethnic groups,
while Latino men have the lowest share of unemployed workers who are considered long-term
unemployed (Figure 7).>° But because the overall Hispanic unemployment rate remains high (10.2
percent in 2012), Latinos and Hispanics are still overrepresented as a share of the long-term
unemployed (19 percent), relative to their share of the overall labor force (16 percent) (Figure 4).

Rather than advocate for further budget cuts, policymakers would do well by workers of all race and
ethnic backgrounds to resume aid to the states to increase important public sector jobs for teachers,
firefighters, and public office workers and to support innovative measures like a national infrastructure
bank and funding energy efficiency measures in public schools. By improving the infrastructure of our
public services and our public resources, we could help workers suffering from long-term
unemployment to contribute again to national productivity and economic growth.

Older Unemployed Workers at Highest Risk of Long-Term Unemployment

Unemployment has significant ramifications for workers at either end of the age scale, though extended
unemployment for both older and young workers has devastating effects for years to come. If we fail to
close the jobs deficit for older workers, we run the risk of straining safety net programs like Medicare
and Social Security to their breaking point. And the longer we allow young workers to languish and
postpone building work histories, the lower their incomes, spending, and tax revenues will be for
decades to come.

Looking solely at the overall unemployment rate, workers aged 55 to 64 seem to fare relatively well. At
5.9 percent, their level of workforce displacement is significantly lower than that of workers in other age
groups: workers 25 to 34 have an 8.2 percent unemployment rate, and those 16 to 24 suffer from an
extraordinary 16.2 percent unemployment rate (Table 1). Yet, when we think of the long-term jobless,
we have good reason to be concerned for these older workers. The reason behind this apparent
paradox is that while older workers are less likely to lose their jobs, those who do become unemployed
have more difficulty finding work.*

Of unemployed workers ages 55 and older, over half (53 percent) have been out of work for longer than
27 weeks—a higher percentage than any of the other populations discussed here (Figure 5 and Table 2).
One survey of unemployed workers found that among those over 50 who were able to find work, half
took over a year to find a job.”* Older workers are more vulnerable than younger workers to earnings
losses associated with long-term unemployment. Not only do older workers generally have families to
support and mortgage payments to make, they have fewer years to make up for lost retirement savings.
Nearly one quarter of respondents to a survey of workers over age 50 had gone through their
retirement savings in the prior three years.”” Between 2007 and 2011, 1.5 million Americans over age
50 lost their homes to foreclosure while an additional 3.5 million were underwater on their mortgages.*

Furthermore, long-term unemployment among this population creates additional strain on safety net
programs. Those over 62 years old are especially unlikely to find new jobs, and during the early years of
the recovery many simply dropped out of the labor force and took advantage of early eligibility for Social
Security benefits, even though those benefits are 25 percent lower than if they’d been able to work until
age 66.* Those older workers who do find re-employment frequently do so with a pay cut or in a new
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industry where their decades of experience are not rewarded. In the aforementioned survey, 60
percent of respondents reported taking a pay cut, while 40 percent found work in a new field.*
Government surveys reveal that those aged 50 to 61 who found work saw their median monthly
earnings decline 23 percent,*® a cut that imperils their ability to save for retirement or make suitable
contributions to Social Security.

High Youth Unemployment Has Long-Term Consequences for Employment and
Earnings Prospects

Compared to older workers, the share of unemployed youth ages 16 to 24 who are long-term
unemployed (27 percent) is relatively low (Figure 5). But because so many younger workers are
unemployed, long-term unemployment still poses a problem for younger workers. Well into the
recovery, the youth employment rate was stalled at its lowest level since WWII. Traditional avenues
into the workforce—manufacturing, retail, and construction—have been closed to the youngest workers
who have to compete against millions of unemployed with more job experience, making it hard to get a
foothold. Over 900,000 individuals ages 16 to 24 have been out of work for 27 weeks or longer (Table
2), accounting for about 18 percent of the nation’s long-term unemployed workers (Figure 4). Because
they have short working histories, these workers often lack the experience that employers seek, and
when they do find work, their lack of seniority places them at the head of the line for layoffs.

Those who have not completed post-secondary education are at even greater risk for unemployment,
although those who have are often struggling with crippling student loan debt. Having a large
proportion of young workers disconnected from both the workplace and school means a lifetime of
lower earnings for them and lost productivity and revenues for the economy. It is imperative for us to
get older workers back into jobs, but we also have to create opportunities for younger workers who face
the highest unemployment rates and who make up the majority of the long-term unemployed. Studies
have shown that young workers entering the workforce during a downturn, even those with high
educational attainment, have lower lifetime earnings.*’

Research indicates that the future taxpayer burden for each 16-year-old out of school and work is more
than $250,000.* Furthermore, because these youngest workers often don’t qualify for safety net
programs, they may become dependent on family members or parents, further straining the family’s
resources or their parents’ ability to save for their own retirement. Others are themselves already
parents, unable to find jobs so that they can care for themselves and their children. Summer youth
employment programs, Job Corps programs, and public support for industries with robust
apprenticeship structures could help to connect young workers to the job market and to establish the
foundation for a lifetime of earnings.*

Focusing on austerity policies today virtually ensures increased costs to help care for older workers
tomorrow and a generation of lower tax revenues and consumer spending from young workers with
which to finance them. We must have the foresight to see how policy decisions might exacerbate
spending in the future and avoid purchasing cuts in federal budgets now with debts we will have to pay
later.
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Long-Term Unemployment Increased Sharply for All Levels of Education’
Less than a high school diploma

Today’s labor market is more highly educated than ever before. While adults ages 25 and over with less
than a high school education account for a small fraction of the labor force (Figure 4), this group was hit
hard by the recession and still faced a double-digit unemployment rate in 2012 (Table 1). Once
unemployed, these workers were slightly less likely to become long-term unemployed than more highly
educated workers (Figure 5), suggesting that they either dropped out of the labor force more quickly or
perhaps were more likely to accept low-wage work. Because a high percentage of individuals with less
than a high school education are unemployed, they are overrepresented among the long-term
unemployed relative to their share of the labor market.

Long-Term Unemployed as a Percentage of Total Unemployment,
by Age and Education, 2012

16 to 24 25 to 54 55 and older

Less HS,no  Some Bachelor's Less HS,no  Some Bachelor's Less HS,no  Some Bachelor's
than college college or than college college or than college college or
HS higher HS higher HS higher

Source: NELP analysis of CEPR Current Population Survey Outgoing Rotational Group uniform extracts.

High school or GED

The unemployment rate for workers with a high school diploma but no college experience is about four
percentage points lower than the rate for those without a degree (Table 1). However, 48 percent of
unemployed workers with only a high school degree are long-term unemployed (Figure 5). Numbering
nearly 1.5 million, this group accounts for the largest fraction of the long-term unemployed (34 percent)
and is overrepresented relative to the share of the labor force.

Some college or associate’s degree

In comparison, workers with some college experience maintained a slightly lower unemployment rate
throughout the recession, but are also overrepresented as a share of the long-term unemployed (Figure
4) and are about equally as likely to become long-term unemployed once unemployed. Individuals with

" Unless noted, the section on education limits the discussion to workers ages 25 and older.
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some college experience make up the next largest group of long-term unemployed workers, numbering
nearly 1.3 million. Of those workers in the labor force with some college education, the four in ten who
earned an associate’s degree or equivalent had better labor market outcomes—lower unemployment,
higher labor force participation, and a smaller fraction of labor force participants who are long-term
unemployed—than those who did not earn a degree or credential.

Bachelor’s degree or higher

Workers with at least a bachelor’s degree maintained the lowest unemployment rate throughout the
downturn, but in 2012 the rate remains nearly twice as high as it was prior to the recession (Table 1).
While college-educated workers make up a small fraction of the long-term unemployed relative to their
share of the labor force, the probability of becoming long-term unemployed once unemployed is about
the same as it is for workers with less education (Figure 5). For workers ages 55 and over, the
percentage of unemployed workers who are long-term unemployed is greater than 50 percent for all
education levels, implying that once an older worker loses his or her job, a four-year degree may not
improve the likelihood of finding work (Figure 8). Indeed, nearly one-quarter of approximately 900,000
long-term unemployed workers with a bachelor’s degree are between ages 55 and 64.

Only 18 percent of unemployed, college-educated workers ages 16 to 24 are long-term unemployed
(Figure 8), indicating that this population is either likely to drop out of the labor force or to accept low-
wage work. According to a survey of recent college graduates by Rutgers University, when recent
graduates did find a job during the immediate aftermath of the recession, they typically did so with an
average 10 percent wage penalty compared to those who found work in a healthier economy.”® Some
of this wage penalty may be related to having to take jobs that do not necessarily require post-
secondary education; a study of 2011 college graduates with bachelor’s degrees revealed that just over
15 percent went into service occupations and more than 23 percent were in sales and office jobs.>

While most new post-secondary graduates who find work do so in the private sector, almost 16 percent
of those with bachelor’s degrees go into government work, as do nearly 26 percent of those with
advanced degrees.” If we want an economy that takes advantage of the knowledge and skills of these
highly educated workers, we must focus on funding new research and development, much of which is
done in the public sector, and create more opportunities that make use of highly credentialed workers,
which would also open up less-skilled jobs for those without post-secondary degrees.

Manufacturing and Construction Hit Hardest by Recession, but Majority of Long-
Term Unemployed Come from Other Industries

During the Great Recession, some observers coined the phrase “mancession” because the most hard-hit
industries were manufacturing and construction. The construction industry lost nearly two million jobs
during the downturn, while manufacturing employment decreased by about 2.3 million (Figure 9). And
even well into the recovery, workers in these industries are having troubles. Combined, these industries
account for just over one-fifth of the long-term unemployed (1 million individuals) (Figure 4). While in
absolute numbers there are actually more long-term jobless workers within wholesale and retail trade
as well as education and health services, the share of these workers among the long-term unemployed
is smaller than their proportion of the workforce. For instance, education and health services workers
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comprise 22 percent of the labor force but 13 Employment Change
percent of the long-term unemployed (Figure 4). Jobs lost in the downturn  Jobs gained during the recovery
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construction industry continued to shrink, as low- |
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in service providing indUStries' then we need to Source: NELP analysis of Current Employment Statistics. (Note:

give the workers the skills needed for service Employment losses are measured from December 2007 to February
sector jobs. However, it is also the case that to igé?uzrr‘:;gg'.‘)’yme”t gains are measured from February 2010 to
grow and thrive, our economy needs

construction workers on the job right now, rebuilding crumbling bridges, repairing roads, and
retrofitting our buildings to be energy efficient. We need manufacturing workers back at work now to
create the raw materials for new energy technologies, improved transportation, and energy-efficient
consumer goods that will help us to battle climate change and its resulting physical and economic
dangers. These improvements are critical for the well-being of our economy, but they are also only
possible if policymakers cease calling for ever more austerity in public budgets and instead start making

smart investments for a robust recovery.

RECOVERY MARKED BY GROWTH IN LOW-WAGE OCCUPATIONS

Erasing the jobs deficit by putting Americans back to work is essential, but policymakers must pay equal
attention to the quality of jobs being created. Re-employing workers in productive, family-sustaining
jobs will contribute to the long-term health, well-being, and competitiveness of our country.
Implementing policies to put the long-term unemployed back to work will be less than optimal if we are
not mindful of the quality of the jobs we create. As previously mentioned, this population is already
vulnerable to lower wages when they do find work, and while this may in part be an indication of their
own desperation, it should also serve as a cautionary flag for possible broader changes in the labor
market. Specifically, evidence from the recovery thus far indicates that employment losses during the
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recession were largely good jobs that paid a family-sustaining wage as well as provided health and
retirement benefits, but jobs being created in the recovery are more heavily concentrated in lower-
wage occupations.” This was a process that started well before the recession, and one that could have
chilling ramifications for the levels of inequality in our economy.

Today’s labor force is older (i.e., more experienced) and far more educated than it was three decades
ago; yet, the share of good jobs—those paying at least $37,000 per year plus employer-provided health
insurance and retirement plan—fell from 27.4 percent in 1979 to 24.6 percent in 2010.° Overall, the
U.S. economy lost about one-third of its capacity to generate good jobs over the past three decades.>

Figure 10 Jobs lost in the recession Jobs gained in the recovery

High-wage
occupations

Mid-wage
occupations

Low-wage
occupations

-5 -4 -3 -2 -1 0 1 2 3
Net Change in Occupational Employment (millions)

Source: Annette Bernhardt, “The Low-Wage Recovery and Growing Inequality,” 2012.

Given the disappearance of good jobs, it is not surprising that working-age households experienced a
$7,900 decline in the real median income over the past decade.®® Over this period, employment in mid-
wage occupations fell by over seven percent as the number of lower-wage jobs grew by nearly nine
percent. The Great Recession only exacerbated the long-term trend away from good jobs. Six in ten
jobs lost during the downturn were in mid-wage occupations.” By comparison, during the recovery,
employment in lower-wage occupations increased by 2.8 times more than employment in mid- and
high-wage occupations (Figure 10). Not only do these jobs pay inadequate wages, low-wage jobs in
food services, retail, and employment services are synonymous with high turnover, erratic work
schedules, limited access to employee benefits and few opportunities for career advancement. A shift
in the distribution toward low-wage occupations should be cause for concern for anyone who cares
about the long-term competitiveness of the U.S. economy as well as the types of jobs that will be
available to our children if current trends continue.

The elimination of good jobs over the past three decades continues to hollow out our nation’s middle
class and fuel growing income inequality.®® Recent economic research indicates that growing inequality
could lead to lower economic growth and slower job creation in the future.®* The focus on austerity,
with its concomitant decrease in quality mid-wage public sector jobs and decrease in public sector

16



demand for goods and services from the private sector, is exacerbating this trend. Rather than taking
the lead by employing workers to provide the quality public services our country needs to thrive, we are
cutting teaching, public safety, and public service workers. Instead of investing in improved physical
infrastructure, transit, and energy efficiency, we are allowing the backbone of our economy to crumble.

CONCLUSION

For millions of Americans, the economic recovery remains more theoretical than experienced as
unemployment persists and those jobs that have returned are all too often lower-wage ones.
Nevertheless, a number of policymakers continue to demand cutbacks in government programs rather
than investing in efforts to put people back to work. State and local governments, facing falling tax
revenues, have been compelled to cut services and eliminate hundreds of thousands of public sector
jobs, a process that threatens to accelerate as federal relief to the states dries up. Now, the austerity
experiment is being carried out on a grand scale as Congressional budget cuts and the sequester are
likely to shave over two percentage points off of GDP growth in 2013, putting economic recovery and
millions of more jobs at risk.

Monthly job reports show a slow but sustained growth in the private sector, but it isn’t enough; at the
current pace of job creation, we will not restore pre-recession labor market conditions until 2019.
Those who are finding work are too often accepting lower wages as job growth thus far has been
skewed toward low-wage occupations, rather than the mid-wage occupations that sustained the largest
losses during the downturn. A “recovery” with 27 million workers who are unemployed or
underemployed or who want to work but have given up looking for a job is not the kind of recovery our
country needs. We are already producing nearly $1 trillion less in goods and services that we could be
with these human and capital resources.

Such high levels of long-term unemployment this long after a recession are unprecedented. We are
approaching the sixth straight year of continuous high unemployment, with the duration of
unemployment spells and percentage of unemployed workers who have been jobless for 27 weeks or
more showing little improvement. This jobs deficit is the one we need policymakers to fill. This is the
deficit that affects the daily lives of millions of Americans in every demographic group. Minorities,
younger workers, and those without a high school education face double-digit unemployment rates. On
the other hand, older workers are less likely to become unemployed than younger workers, but those
who do lose their jobs are at high risk of becoming long-term unemployed, regardless of education level.
Unless policymakers abandon calls for still more spending cuts and begin to fill this deficit, we will suffer
lower productivity, lower tax revenues, lower consumer spending, and increased demand for publicly
funded social services for decades to come. This jobs deficit will determine the magnitude of our
country’s fiscal deficit.

A forthcoming report by the National Employment Law Project will discuss a broad range of policy
options that Congress could implement to promote immediate job creation and to make a much-needed
long-term investment in our nation’s infrastructure, communities, and human capital. Our policy
recommendations will emphasize ways in which job creation policies can target long-term unemployed
workers who are most at risk of leaving the labor force or becoming a permanent underclass.
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Labor Force Indicators by Sex, Education, Race/Ethnicity, and Age

Long-Term
Unemployment Unemployment Employment-to- Civilian Labor Force
(thousands) (thousands) Population Ratio Participation Rate Unemployment Rate
p.p. p.p. p.p.
2007 2012 2007 2012 2007 2012 change 2007 2012 change 2007 2012 change
Gender
Male 3,882 6,771 733 2,836 69.8% 64.4% -5.4% 73.2% 70.2% -3.1% 4.7% 8.2% 3.5%
Female 3,196 5,734 552 2,342 56.6% 53.1% -3.5% 59.3% 57.7% -1.6% 4.5% 7.9% 3.4%
Education (ages 25 and over)
Less than HS 861 1,385 196 616 43.6% 39.9% -3.7% 46.8% 45.5% -1.4% 6.9% 12.3% 5.4%
HS graduate 1,629 3,013 330 1,459 60.0% 54.6% -5.4% 62.7% 59.4% -3.2% 4.2% 8.2% 4.0%
Some college 1,325 2,695 275 1,278 69.3% 63.9% -5.4% 72.0% 68.9% -3.1% 3.7% 7.2% 3.5%
Bachelor's or higher 920 1,963 182 882 76.2% 72.8% -3.4% 77.8% 75.9% -2.0% 2.1% 4.1% 2.0%
Race/Ethnicity
White 4,057 6,741 644 2,682 63.4% 59.3% -4.0% 65.9% 63.6% -2.4% 3.9% 6.6% 2.7%
African American 1,426 2,480 378 1,197 58.3% 52.8% -5.5% 63.5% 61.3% -2.3% 8.3% 13.8% 5.6%
Latino 1,209 2,481 173 970 65.0% 59.6% -5.4% 68.9% 66.3% -2.5% 5.6% 10.2% 4.6%
Asian 261 598 68 263 64.8% 60.2% -4.6% 67.1% 64.5% -2.5% 3.4% 6.7% 3.3%
Other 126 206 23 67 55.3% 52.7% -2.7% 60.1% 59.5% -0.6% 7.9% 11.5% 3.5%
Age
16 to 24 2,342 3,451 303 943 53.1% 46.0% -7.1% 59.4% 54.9% -4.5% 10.6% 16.2% 5.7%
25to 34 1,522 2,727 286 1,125 79.6% 75.0% -4.6% 83.4% 81.6% -1.8% 4.6% 8.2% 3.6%
35to 44 1,255 2,196 252 994 80.8% 77.0% -3.9% 83.8% 82.5% -1.3% 3.5% 6.7% 3.2%
45 to 54 1,127 2,181 248 1,083 79.4% 75.3% -4.2% 82.0% 80.3% -1.8% 3.2% 6.2% 3.1%
55 to 64 643 1,455 170 784 61.7% 60.7% -1.0% 63.7% 64.5% 0.8% 3.1% 5.9% 2.8%
65 and over 189 496 28 249 15.5% 17.3% 1.8% 16.0% 18.5% 2.5% 3.2% 6.4% 3.2%
Total 7,078 12,506 1,285 5,179 63.0% 58.6% -4.4% 66.0% 63.7% -2.3% 4.6% 8.1% 3.4%

Source: NELP analysis of CEPR Current Population Survey Outgoing Rotational Group uniform extracts.
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Long-Term Unemployment Indicators by Sex, Education, Race/Ethnicity, and Age

Long-Term Long-Term Unemployment Long-Term Unemployment Demographic as a Demographic as a
Unemployment as a Percentage of as a Percentage of Percentage of Percentage of
(thousands) Civilian Labor Force Total Unemployment Civilian Labor Force Long-Term Unemployment
p.p. p.p. p.p. p.p.

2007 2012 2007 2012 change 2007 2012 change 2007 2012 change 2007 2012 change
Gender
Male 733 2,836 0.9% 3.4% 2.6% 18.9% 41.9% 23.0% 53.6% 53.1% -0.5% 57.0% 54.8% -2.3%
Female 552 2,342 0.8% 3.2% 2.4% 17.3% 40.9% 23.6% 46.4% 46.9% 0.5% 43.0% 45.2% 2.3%
Education (ages 25 and over)
Less than HS 196 616 1.6% 5.5% 3.9% 22.8% 44.5% 21.7% 9.5% 8.4% -1.1% 19.9% 14.5% -5.4%
HS graduate 330 1,459 0.9% 4.0% 3.1% 20.3% 48.4% 28.2% 29.4% 27.5% -1.9% 33.6% 34.4% 0.9%
Some college 275 1,278 0.8% 3.4% 2.6% 20.8% 47.4% 26.6% 27.4% 28.0% 0.6% 28.0% 30.2% 2.2%
Bachelor's or higher 182 882 0.4% 1.8% 1.4% 19.7% 45.0% 25.2% 33.7% 36.1% 2.4% 18.5% 20.8% 2.4%
Race/Ethnicity
White 644 2,682 0.6% 2.6% 2.0% 15.9% 39.8% 23.9% 68.5% 65.8% -2.8% 50.1% 51.8% 1.7%
African American 378 1,197 2.2% 6.7% 4.5% 26.5% 48.3% 21.8% 11.3% 11.6% 0.3% 29.4% 23.1% -6.3%
Latino 173 970 0.8% 4.0% 3.2% 14.3% 39.1% 24.8% 14.1% 15.7% 1.6% 13.4% 18.7% 5.3%
Asian 68 263 0.9% 2.9% 2.1% 26.1% 44.0% 17.8% 5.1% 5.8% 0.7% 5.3% 5.1% -0.2%
Other 23 67 1.5% 3.7% 2.2% 18.6% 32.5% 13.9% 1.0% 1.2% 0.1% 1.8% 1.3% -0.5%
Age
16 to 24 303 943 1.4% 4.4% 3.1% 12.9% 27.3% 14.4% 14.5% 13.7% -0.8% 23.5% 18.2% -5.3%
25to 34 286 1,125 0.9% 3.4% 2.5% 18.8% 41.3% 22.4% 21.6% 21.6% 0.0% 22.3% 21.7% -0.5%
35to 44 252 994 0.7% 3.0% 2.3% 20.1% 45.3% 25.2% 23.2% 21.1% -2.1% 19.6% 19.2% -0.4%
45to 54 248 1,083 0.7% 3.1% 2.4% 22.0% 49.7% 27.7% 23.4% 22.7% -0.7% 19.3% 20.9% 1.7%
55 to 64 170 784 0.8% 3.2% 2.4% 26.4% 53.9% 27.5% 13.5% 16.0% 2.4% 13.2% 15.1% 1.9%
65 and over 28 249 0.5% 3.2% 2.7% 14.6% 50.3% 35.6% 3.8% 5.0% 1.2% 2.1% 4.8% 2.7%
Total 1,285 5,179 0.8% 3.3% 2.5% 18.2% 41.4% 23.2% | 100.0% 100.0% 0.0% 100.0% 100.0% 0.0%

Source: NELP analysis of CEPR Current Population Survey Outgoing Rotational Group uniform extracts.
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