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Executive Summary

Between 1979 and 2004, real gross domestic product (GDP) per person
inthe United Statesincreased about 60 percent. Thisreport askshow well
theU.S. economy hasdonetrand ating thiseconomic growthinto good jobs.

Thereport definesa “good” job asonethat offersdecent pay (at |east $16
per hour or about $32,000 per year), employer-paid hedthinsurance, and a
pension. In 2004 (the most recent year for which dataare available), only
25.2 percent of American workershad ajob that met all threecriteria

In both 1979 and 2004, about one-fourth of workers were in jobs that
qualified as“good” by thedefinition used here. Thebasically unchanged
good jobsrate acrossthetwo years suggeststhat the economy hasfailed to
convert long-term economic growth into an expanding supply of goodjobs.

After controlling for improvements between 1979 and 2004 inthe* human
capital” of theU.S. workforce—American workerstoday are, on average,
older and much better educated than they were at the end of the 1970s—
the economy now produces 25 to 30 percent fewer good jobsthanit did 25
yearsago.

In 2004, about one-fourth (26.6 percent) of Americanswerein “bad” jobs,
defined asajob that payslessthan $16, has no employer-provided health
insurance, and no pension. Thisiscloseto the share of Americansin bad
jobsin1979 (27.9 percent).

If anything, theanalysis presented here may paint an overly optimistic pic-
tureof the current economy’scapacity to generate high-quaity employment.
The dataused here for health insurance and pensions do not allow usto
control for declinesin thequality of many employer-provided health-insur-
ance plans (most importantly therisein the employee share of the cost of
suchplans) or for declinesinthequality of pension plans(especidly the shift
from defined-benefit to defined-contribution plans).
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| ntroduction

TheU.S. economy ismuchricher today thanit wasat theend of the 1970s.
On aper person basis, inflation-adjusted nationa income grew from about
$24,000 in 1979 to about $38,500 in 2004.* As a result, on average,
Americans are 60 percent richer today than they were at the end of the
1970s.2 The main question examined in thisreport ishow well the U.S.
economy hasdonein converting thiseconomic bonanzainto goodjobs.

Theshort answer is“not very well.” If wedefinea“good” job asonethat
paysat least $16 dollars per hour, offershhealth insurancethat isat least
partly paid by the employer, and providesapens on plan, then the share of
U.S. workersin good jobs hardly changed between 1979 (24.6 percent)
and 2004 (25.2 percent), despite the 60 percent increase in income per
person over the same period. Moreimportantly, if we control for significant
improvements in the human capital of the U.S. workforce —today’s
workforceis, on average, Significantly older and much better-educated than
the country’ sworkforceat theend of the 1970s— the economy’s ability to
generate good jobs hasactually fallen by about 25 to 30 percent.

1Accordingtothe BLS (2005a), Table 1, GDP per capita (in constant 2002 dollars) in
1979 was $23,922; in 2004, it was $38,392.

2 Without information about how the distribution of income has changed over the
period, of course, what has happened to the “average” American doesn’t necessarily
tell us anything about what has happened to “typical” Americans. The U.S. economy
became markedly more unequal over the period analyzed here. See, for example, Mishel,
Bernstein, and Allegretto (2005).
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The Data and the Definition of a Good Job

Defining agood jobisnot an easy task. Any
definition must appear reasonabletoadiverse
group of observers including economic
policymakers, employers, and employees
themselves. In addition, if wewant to trace
the devel opment of good jobsover time, the
definition must build on the specific labor-
market information that isavailableinlarge,
nationaly representative datasetssuch asthe
Current Population Survey (the source of
official monthly data on the national
unemployment rate, aswell as many other
indicatorsof the state of thelabor market).

Thisreport usesasmpledefinition of agood
job, based on threejob characteristics. pay,
health insurance, and pension benefits. Of
course, these are not the only factors that
would enter into acompl ete determination of
whether a particular job is good. Other
important job features would include the
schedule, theamount of paid vacationand sick
leave, the degree of job security, thelevel of
on-the-job health and saf ety protections, the
availability of family-friendly policies, and
many others. Unfortunately, availablelabor-
market datado not dlow aconsstent analysi's
of any of theseimportant aspectsof job quality
overtime.

Evenif welimit theanalysisto pay, health
insurance, and pension benefits, reasonable
people could differ about the particular level
of pay or benefitsthat reachesthethreshold
of agood job. Therest of this section lays
out thespecificsof theworking definition of a
good job used here, and discusses some of
thepractica issuesinvolvedinusngtheMarch
Current Population Survey (CPS) data to
measurejob quality. TheMarch CPS, which
isthemain national sourceof family income,
poverty, and health-insurance coverage data,
isuniquely suited tomeasuringjob qudity over

timesincethesurvey includesdataonindividuas
earningsfrom work, employer-provided health-
insurance coverage, and participationinemployer-
operated pension plans.

Hourly Earnings

Toquaify asa“good” jobinthisanalysis, ajob
must pay at least $16 per hour, or about $32,000
onanannua bass. That pay rate—whichissetin
inflation-adjusted 2004 dollars— correspondsto
the median hourly pay for menin 1979. In prac-
tice, then, agood job must pay, ininflation-ad-
justed terms, at least asmuch asthetypical male
earned at the end of the 1970s.3

Workers hourly earningsinthe calendar year be-
foretheMarch CPSare calculated from the CPS
databy dividingindividuas reported annua earn-
ingsfromwork by their estimated annual hoursat
work. Annual hours at work are estimated by
multiplying thetotal number of weeksworked dur-
ing theyear by the usua number of hoursworked
per week. If theresulting estimated hourly wageis
$16 per hour or higher, thentheworker’sjob meets
the pay cutoff for agood job.

Health Insurance
A *“good” job must also offer employer- (or union-
) provided health insurance, paid at least in part
by the employer. Whilethe March CPS asksan
extendveset of questionsaboutindividuas hedth-
insurance coveragethrough both private and pub-
licsources, theavailableinformeation on private cov-
eragefallsshort of theideal for both conceptual
and practical reasons. For 1979 through 2004,
on a consistent basis, the March CPS asked
whether anindividua wascovered by anemployer-
(or union-) provided health-insurance plan and, if

3 Theexact hourly pay rate used is $15.97 per hour, from
Mishel, Bernstein, and Allegretto (2005), Table 2.7, ad-
justed for inflation.

After controlling
for improve-
ments between
1979 and 2004
in the “human
capital” of the
U.S. workforce,
the economy
now produces
25 to 30 percent
fewer good jobs
than it did 25
years ago.
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end of the
1970s.

50, whether theemployer paysdl, part, or none
of thepremiumsfor that plan.

Themost important limitation of thesurvey for
the present analysisisthelack of detailedin-
formationonthe“quality” of theemployer (or
union’s) health-insurance plan.* The March
CPSdoesnot report the exact share of thecosts
of thehedlth-insuranceplanthat ispaid by em-
ployers. Instead, the CPSindicateswhether the
employer paid“all,” “part,” or “none” of the
premium; and the CPS provides no consistent
information on other important aspects of
hedth-insurance plansinduding deductible pay-
ments, co-payments, choice of doctors, ease
of referralss, or theextent of coverage. Thedata
that areavailableintheMarch CPSraise some
concernsthat the* quality” of health-insurance
plansmay havedeterioratedinrecent years. In
particular, the share of employeeswhose em-
ployer paysthefull cost of hedth-insurancepre-
miumsfell substantially over the 1979-2004
period. Aslate as 1983, about 28 percent of
workerswereenrolled inemployer- (or union-
) sponsored health-insurance planswherethe
employer paid all of the associated premiums.
By 2004, the share in fully-paid plans had
dropped to 12 percent. Over the same period,

the share of workersin planswhere the em-
ployer paid only part of the premiumsrosefrom
33 percent to 43 percent. |n recent years, cost-
cutting hasd soled many employerstoshift from
planswith freedom of choice with respect to
doctorsand specialists, aswell aslow (even
no) deductibles and co-payments, to health-
mai ntenance-organi zation style plansthat re-
strict patients’ freedom to choose doctorsand
specialists and generally include higher
deductiblesand co-payments. The*goodjobs’

4 Measuring quality isparticularly tricky in thiscon-
text. The main interest here isin the quality of the
health-insurance plan, not in the underlying
medical attention paid for by the plan. Given ad-
vancementsin medical technology, drugs, and medi-
cal practices, the quality of medical attention offered
by any given plan would undoubtedly be significantly
higher in 2004 than wasthe casein 1979.
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indicator used heredoes not capture any of these
likely deteriorationsinthequality of health-insur-
anceover time. Asaresult, theindicator likely
overdaesthequdity of jobsinlater years, thereby
overstating the progressthe economy has made
inimprovingjob quality.

Over the period anayzed here, the heal th-insur-
ancerelated questionsin the March CPSunder-
went several changes. At least two of these
changescould affect the consistency of measures
of hedlth-insurance coverage. BeginninginMarch
1995 (covering datafor calendar year 1994) the
useof computer-assisted interviewing techniques
allowed interviewersto proberespondents’ an-
swersto questionsabout private-heath-insurance
coverage. Thenew techniqueresultedinasignifi-
cantincreasein private-coveragerates. Thedata
used herefor 1994 through 2003, which aretaken
from the Unicon extract of theMarch CPS data,
“wererecoded to their equivalent [pre-March-
1995] fields based on the set of questions that
had previoudly been used.”® BeginninginMarch
2000 (covering datafor calendar year 1999), the
CPSintroduced an additional seriesof “verifica-
tion” questions asked of respondents who re-
ported no coverage throughout the year after the
standard set of CPSquestions. Thenew verifica-
tion questionsincreased overal hedlth-insurance
coverageratessubstantialy relaivetotheearlier
standard.® The upward shift in private-coverage
ratesin 1999, however, islikely tobesmall since
themethodol ogica change haditsbiggestimpact
on publicly provided hedlthinsurance, particularly
coveragefor children.

Whilethe March CPS health-insurance measure
isnot perfect, it providesabasically consistent
measure of employer-paid hed th-insurance cov-
eragefrom 1979 through 2004. Several recent
5 Unicon (2005), Appendix T. The dataused for 2004 in

this analysis come directly from the 2005 March CPS,
coded to match the Unicon procedure.

6 According to the Kaiser Commission on Medicaid and
the Uninsured (2004), the verification questions rai sed
the overall health-insurance coverage count by 3.5 mil-
lion people (pp. 52-53).



improvementsto the CPSmay incressetheshare
of workerswith employer-paid coverageinre-
cent yearsrelative to what those shareswould
havebeenin earlier years, but the size of the ef-
fectislikely to besmall. To the extent that any
ggnificant biasremains, it would tend toincrease
the share of workersin“good” jobsin morere-
centyears.’

Pension

In addition to paying at least $16 per hour and
offering employer-paid healthinsurance, agood
jobmust also provideapension plan. Anideal
measure of pensionswould takeinto account the
vesting period, the expected level of retirement
income, the amount of risk borne by the indi-
vidua worker, and other factors. Unfortunately,
the March CPS data do not track any of these
characteristicsover time. Instead, theanaysis
here countsaworker ashaving apensionif the
employeereports participating in an employer-
sponsored pension plan, regardless of the char-
acteristicsof theplan.

In the current context, the biggest drawback to
theMarch CPS pension variableisitsfalureto

7 Another limitation of the CPS data, which is more
important in other contexts, isthe somewhat ambigu-
ous time frame for employer-provided coverage. In
principle, the CPS asks individuals whether they had
continuous coverage through the calendar year pre-
ceding their March interview. Research, however, sug-
geststhat respondents may treat the question, instead,
as referring either to most of the preceding calendar
year or to aparticular point-in-time (especially, thejob
they hold at the time of the March interview). Tothe
extent that this interpretation of the coverage ques-
tionshashbeenrelatively constant over the period 1979-
2004, any resulting bias would be relatively constant
over time, leaving estimates of changes in coverage
unbiased. In any event, we are interested in whether
theworkers' job had employer-paid health insurance,
and only secondarily in whether this coverage was
continuous throughout the year. As aresult, this flaw
inthe March CPS survey islessof aconcern herethan
it might bein other contexts.
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cgpturethesubgantia trandformationinthena-
tureof private pensionsinrecent years. The
entire period 1979-2004 has seen a steady
declineintheshareof workersin defined-ben-
efit pension plans, where employersguaran-
teeaspecifiedleve of incomeuponretirement,
and an equivalent riseinthe share of workers
in defined-contribution plans, whereemploy-
ers pay aspecified amount of money into a
worker’spersond retirement account. Among
private-sector workers, for example, in 1979,
about 38 percent of workerswerein defined-
benefit plans®; by 2005, thesharehad fallento
21 percent. Over the same period, theportion
of private-sector workersin defined-contri-
bution plansrose from about 7 percent to 42
percent.®

Theshift from defined-benefit to defined-con-
tribution plansrepresentsasubstantial shiftin
risk from employersto employees, but isnot
reflectedinthe®good” jobsindicator. Asare-
sult, the*good” jobsindicator anayzed here
probably overstatesthe quality of jobsinre-
centyears, relativeto earlier periods.

A Bad Job
Thisreport dso briefly anayzestrendsin* bad”
jobs, defined hereasajob that payslessthan
the $16 per hour cutoff for agood job, and
hasno paid, employer-provided healthinsur-
ance, and has no employer-sponsored pen-
sonplan.

8 Especially in recent years, asignificant portion of
the plans categorized by the Bureau of Labor Statis-
tics as defined-benefit plans are “cash balance”
plans, which guarantee workers a rate of return for
their retirement savings, but not a specific income
level inretirement.

9 For the 1979 figure, see Mishel, Bernstein, and Al-
legretto (2005), Figure 2G; for 2005, see Bureau of
Labor Statistics (2005b), p. 1. In both cases, the un-
derlying datainclude workersthat have both defined-
benefit and defined-contribution plans.

The U.S.
economy is
much richer
today than
it was at
the end of
the 1970s.



In particular,
the share of
employees
whose employer
pays the full
cost of health-
insurance
premiums fell
substantially
over the 1979-
2004 period.
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Good Job Trends

Table 1 reportstrendsin“good” and*bad” jobs
from 1979 through 2004, the most recent year
available. In order to control for the effects of
thebusinesscycleon comparisonsover time, the
table reports data for the three business cycle
peaks —1979, 1989, and 2000— as well as
thefourth year after each of the peaks—1983,
1993, and 2004. In 2004, 25.2 percent of the
workforcewereina®good” job, just abovethe
24.6 percent sharetha werein goodjobsin 1979.
Thegood jobs sharein 2004 was higher than it
had been at comparable pointsin earlier busi-
nesscycles. 22.9 percentin 1983 and 21.7 per-
centin 1993. At first glance, thesmall increase
(0.6 percentage points) over theentire 1979to

2004 period, and the dightly better improve-
mentsacrosscomparablepointsinthelast two
businesscycles(2.3t0 3.5 percentage points),
suggest that the economy hasimproveditsca
pacity to generate good jobs. These modest
gains, however, should be set against the 60
percent increasein national incomeper capita
over the period. Moreover, these* raw” num-
bers do not control for the substantial im-
provementsintechnology, increasesinthesize
of the capital stock, or the age and educa-
tiona attainment of theworkforce. Aswewill
seebeow, controlling for increasesintheage
and education of theworkforce paintsasub-
gantialy different picture.

TABLE1
Shareof good jobsand bad jobs, 1979-2004
(percent)

Good jobs Bad jobs
1979 246 279
1983 29 27
1939 29 306
1993 217 313
2000 51 26.7
2004 52 266
Change (percentage-point)
1983-2004 23 -31
1993-2004 35 47
1979-2004 06 -13

Notes: Analysisof March Current Population Survey, 1980-2005. Years
1979, 1989, and 2000 are labor-market peaks; 1983, 1993, and 2004 are
four years peaks. “Good” jobs pay at least $16 per hour (in constant
$2004); have health insurance that is fully or partially paid by the
employer; and apension plan in which the employee participates. “ Bad”
jobs pay less than $16 per hour (in constant $2004); offer no paid
health insurance; and do not have a pension plan in which the employee
participates. The sampleisall 18-to-64 year old employees, including

the incorporated self-employed.



Age
Table2 showsthetrendingood jobsfor three
separate age groups: 18-to-34 year olds, 35-
to-54 year olds, and 55-t0-64 year olds. The
most remarkable feature of the table isthat,
between 1979 and 2004, the share of good
jobsdeclinesfor dl threeagegroups. from 16.2
percent to 14.1 percent for 18-t0-34 year olds;
from 34.1 percent to 31.3 percent for 35-to-
54 year olds; and (just barely) from 33.1 per-
cent to 33.0 percent for 55-t0-64 year olds.
Aswe saw above, the overall share of good
jobsrose slightly over the same period. The
only way for thegood jobssharetorisefor the
population asawholeat the sametimethat the

TABLE 2
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goodjobsshareisfdlingfor dl threesubgroups,
isif thecomposition of thepopulationisshifting
over timetoward subgroupsthat have ahigher
shareof good jobs. Infact, between 1979 and
2004, the median age of the 18-to-64 year-old
workforcerose7 years (from 33t0 40), push-
ingasignificant portion of the popul ation out of
the 18-to-34 age group, which hasthelowest
share of good jobs, into the 35-to-54 year
group, which hasthe highest share of good jabs.

Even Table 2’ssimpleeffort to control for the
aging of the population substantially altersour
perception of the economy’s capacity to gen-
erate good jobs. Over thefull 1979-2004 pe-

Share of good jobs and bad jobs, by age, 1979-2004

(percent)

(a) Good jobs
1979
1983
1989
1993
2000
2004

Change (percentage-point)
1983-2004
1993-2004
1979-2004

(b) Bad jobs
1979
1983
1989
1993
2000
2004

Change (percentage-point)
1983-2004
1993-2004
1979-2004

Notes: See notesto Table 1

18-34 35-54 55-64
16.2 341 331
13.6 32.6 32.9
13.0 325 30.7
15 30.5 27.9
144 32.2 31.8
141 313 33.0
0.5 -1.3 0.1
2.6 0.8 51
21 -2.8 -0.1
34.7 20.3 20.9
385 204 20.5
40.8 20.9 21.8
43.8 211 211
40.2 18.0 17.2
40.8 19.0 158
2.3 -1.4 -4.7
-3.0 -21 -5.3
6.1 -1.3 -5.1

The entire period
1979-2004 has
seen a steady
decline in the
share of workers
in defined-benefit
pension plans and
an equivalent rise
in the share of
workers in
defined-
contribution
plans...

The shift from
defined-benefit to
defined-contribu-
tion plans repre-
sents a substantial
shiftin risk from
employers to
employees.



Between 1979
and 2004,

job quality
deteriorated
sharply for
less-educated
workers and
increased only
marginally for
better-
educated
workers.
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riod, the economy’sability to create good jobs
for younger and middle-aged workersfell sub-
stantially, by 2.1 percentage pointsfor 18-to-
34 year oldsand 2.8 percentage pointsfor 35-
to-54 year olds. At comparable pointsin the
business cycle, the 2004 performance was
somewhat better, but il worsethan suggested
by the overall numberswithout any controlsin
Table 1. Between 1993 and 2004, for example,
the shareof workersin good jobsrose 2.6 per-
centage pointsfor younger workers, 0.8 per-
centage pointsfor middle-aged workers, and
5.1 percentage pointsfor older workers, com-
paredto a3.5 percentage-point increase over-
all. Between 1983 and 2004, the share of good
jobsrose 0.5 percentage points for younger
workers, fell 1.3 percentage pointsfor middle-
aged workers, and rose 0.1 percentage points
for older workers, compared to a2.3 percent-
age-pointincreasefor theworkforceasawhole.

Theresultsin Table 2 suggest that evenif the
underlying economy in 2004 had beenidentica
to how it was in 1979, the aging of the
workforce would haveincreased the share of
good jobsoverdl, smply because, on average,
the older workforcein 2004 would have been
morelikely to beinagood job than the younger
workforcewasback in 1979. We will see be-
low that controlling moreformally for the ef-
fectsof age (and education) reverseall of the
economy’sapparent gainsinjob qudity.

Education
Table 3 presentstrendsin good jobsfor work-
erswithfour different levelsof formal educa-
tion: lessthan ahigh school degree, ahigh school
degree, some college (but not afour-year de-
gree), and afour-year-college degree or more.
Thelikelihood of being in agood job depends
heavily on aworker’slevel of education. In
2004, for example, the share of workersina
good job varied fromfewer than onein 20 work-
ers (4.4 percent) with lessthan a high school
degree, to about oneinsix (15.8 percent) high-

school graduates, to about onein four (23.4
percent) with somecollege, todmost haf (43.5
percent) of workerswith afour-year-college
degree or more.

Over thefull 1979-to-2004 period, the change
inthe good-jobs share a so depended heavily
oneducationlevel. Good jobsfell dramaticaly
for workerswithlower levelsof educeation, and
improved dightly for workerswith higher lev-
elsof education. For thosewithlessthanahigh-
school degree, for example, the good-jobs
sharedeclined 11.6 percentage points, for those
with ahigh-school degree, but no further edu-
cation, thegood-jobssharefell 6.7 percentage
points. Meanwhile, good jobsincreased 1.1
percentage pointsfor workerswith some col-
lege education and 1.8 percentage pointsfor
workers with afour-year college degree or
more.

Thechangeingoodjobsismorepositiveacross
comparable pointsinthe businesscycle. Be-
tween 1983 (four years after the 1979 peak)
and 2004 (four years after the 2000 peak), the
declinein good jobs was smaller or the im-
provement was larger for al four education
groupsthanwasthe casefor thefull 1979-2004
period. Thedataa so show amodest improve-
ment between 1993 (four years after the 1989
peak) and 2004 for all but the bottom educa-
tion category.

Between 1979 and 2004, job quality deterio-
rated sharply for less-educated workers and
increased only marginally for better-educated
workers. Aswe saw abovewiththetrendsin
goodjobshby age, animportant part of thedight
overal improvement in the good-jobs share
semmed fromadeclinein the portion of work-
erswith lower levelsof education—and thus
lower shares of good jobs— and a corre-
sponding risein the portion of workerswith
higher levelsof education—and thus higher
shares of good jobs.



Bad Jobs

Tables1, 2, and 3ad soreport the share of workersin* bad”
jobs(onesthat pay lessthan $16 per hour, don’t offer hedlth
insurance, and don't offer apension). In 2004, dightly more
U.S. workerswerein bad jobs (26.6 percent) than werein
good jobs (25.2 percent). In the same year, the share of
workersin bad jobs declined with both age and education.
About 41 percent of younger workerswerein bad jobs,
compared to about 19 percent of middle-aged and about
16 percent of older workers. Meanwhile, amost 60 per-
cent of workerswith lessthan ahigh-school degreewerein
a bad job, compared to about one-third of high school
graduates, and about 10 percent of workerswith acollege
degree or more. Even among workerswith some college
education, more workers were likely to be in abad job
(27.4 percent) thaninagood job (23.4 percent).

TABLE 3
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Between 1979 and 2004, the overall share of workersin
bad jobs declined dlightly (1.3 percentage points). The
changein the bad-jobs share over the period varied greatly
by age and education level. The share of workersin bad
jobsincreased for younger workers (up 6.1 percentage
points), workerswith lessthan a high-school degree (up
20.2 percentage points), and the high-school educated (up
5.6 percentage points). Over the same period, the bad-
jobs sharefell for middle-aged workers (down 1.3 per-
centage points), older workers (down 5.1 percentage
points), workerswith some college education (down 4.8
percentage points), and afour-year-college degree or more
(down 3.2 percentage points).

Share of good jobs and bad jobs, by education, 1979-2004

(percent)

Lessthan HS High Schooal

(a) Good jobs

1979 16.0
1983 12.3
1989 85
1993 54
2000 5.0
2004 44
Change (percentage-point)
1983-2004 -7.9
1993-2004 -1.0
1979-2004 -11.6
(b) Bad jobs

1979 384
1983 43.6
1989 51.7
1993 56.8
2000 56.5
2004 58.6
Change (percentage-point)
1983-2004 15.0
1993-2004 18
1979-2004 20.2

Somecollege Colleget

225 22.3 41.7
195 20.0 40.8
183 20.8 41.1
155 194 40.8
16.8 22.6 452
158 234 435
-3.7 34 2.7

0.3 4.0 2.7

-6.7 11 18

26.7 32.2 131
294 34.7 131
315 34.2 12.2
35.0 33.0 12.2
311 28.0 9.3

32.3 274 9.9

29 -7.3 -3.2
-2.7 -5.6 -2.3
5.6 -4.8 -3.2

Notes: See notesto Table 1. Education categories follow recommendationsby Jaeger
(1997) across coding change between 1991 and 1992.
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“human
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their broadly
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was in 1979.
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Controlling for Improvementsin the Labor Force

Themain question examinedinthisreportis
how well the U.S. economy has done in
converting economic growth into good jobs.
Giventhat capitaincome hasincreased more
than 60 percent inreal termssincetheend of
the 1970s, wewoul d expect that the economy
would be able to generate many more good
jobsnow thanit did then.’® Nationd incomeis
up for at least threereasons. First, the capital
stock ismuch larger today thanit was25years
ago. When workerswork with more capital
they aregenerdly moreproductive. Other things
equal, atrucker driving an 18-wheeler will
deliver moregoodsthan onedriving apickup.
Second, on average, technological advances
havera sed theproductivity of theceapitd stock,
independent of any increaseinthesizeof the
capital stock. Workers using electronic
spreadsheets on personal computers, for
example, are much more productive than
workersusing paper spreadsheets and hand-
held calculators.

Third, on average, workers “human capital”
—their broadly measured skills— is today
much higher than it was in 1979. Today’s
workforce is older —and therefore more
experienced— and much better educated than
wasthe case 25 yearsago. The magnitude of
theimprovementsislarge, and haslikely had a
large impact on average productivity. As
mentioned above, inthe March CPS datafor
the 18-t0-64 year-old workforce analyzed

10 By historical standards, the last quarter century
has not seen particularly impressiveincreasesin na
tional growth. In fact, economic growth was much
stronger in the period from the end of World War 11
through the end of the 1970s. The focus of this paper
is on the last 25 years because they are a period
marked by moderate economic growth and sharply
rising economicinequality.

here, in 1979, themedian agewasonly 33; by
2004, themedian agehadrisen 7 full yearsto
40. Over the same period, the portion of U.S.
workforcewith afour-year-college degree or
more grew from 18 percent to 29 percent, with
comparabledeclinesinworkerswith lessthan
ahigh-school degree. All else constant, amore
experienced and better-educated workforce
will be more productivethan onethat isless-
experienced and less-educated.

In ng changesintheunderlying capacity
of theeconomy to generategood jobs, idedlly,
wewould liketo control for theincreaseinthe
capita stock, improvementsin technology, and
the sharp risein human capital. Unfortunately,
conceptud and datalimitationsmakeit difficult
to control for growth inthe capital stock and
technol ogical advancesinthepresent analyss.
We can, however, take some stepsto control
for thegreater experience and higher levelsof
educational attainment in theworkforce over
time. Giventhat weareignoring two of themost
important causes of productivity growth—a
greater capital stock and technological
progress— the procedure used below will only
control for part of theincreasewewould have
expected to see based on higher productivity.

Table4 presentstheresultsof asmpleexercise
to control for the improvements in the
experience and education levels of the
workforce between 1979 and 2004. The
andysisinvolvesdividing theentireworkforce
into 12 education-and-age groups, based on
thefour education categories (lessthan high
school, high school, somecollege, and college
or more) and threeageranges (18to 34, 35to
54, and 55t0 64) in Tables2 and 3.



Thefirst column showsthe share of theworkforce
in each of the 12 categories in 1979; the third
column showsthesharein each of the categoriesin
2004. A comparison of thesetwo columnsillugtrates
thescaleof the* skillsupgrading” that took place
between thetwo periods. In genera, the share of
the less-educated and younger groups fell
substantialy. Younger (18 to 34) workerswithless
than ahigh-school degree, for example, fell from
8.4 percent of all workersin 1979 to 4.2 percent
of workersin 2004. The share of |ess-than-high-
school-educated workersfell for al ages(from 8.4
percent to 4.0 percent for 35-to-54 year olds, and
from 3.9 percent to 1.1 percent for 55-to-64 year
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olds). Theshareof younger workersasofell for all
education levels(from 19.1 percent to 11.5 percent
for younger high-school graduates, from 15.8
percent to 12.2 percent for younger workerswith
some college, and from 9.3 percent to 9.0 percent
of younger workerswith acollegedegreeor more).

The second column gives the share of each
education-and-age group that had agood job in
1979; thefourth column givesthe sharethat had a
good job in 2004. A comparison of these two
columns shows how the economy’s capacity to
providethesedifferent typesof workerswithagood
job changed over time. In 11 of the 12 education-

Effectsof aging population and educational upgrading on shar e of good jobs, 1979-2004

TABLE4
(percent)
1979
Share of total
Education, age workforce
Lessthan High school, 18-34 82
Lessthan High school, 35-54 84
Lessthan High school, 55-64 39
High school, 18-34 191
High school, 35-54 137
High school, 55-64 44
Somecaollege, 18-34 158
Somecollege, 35-54 6.3
Somecollege, 55-64 18
Collegeor more, 18-34 93
Collegeor more, 35-54 73
Collegeor more, 55-64 17
Total (actual) 1000

Counterfactuals
1979 pop.; 2004 rates
2004 pop.; 1979 rates

Difference

1979 2004 2004
Sharewith Shareof total  Sharewith
good job workforce good job
65 42 18
20 40 6.1
29 11 86
149 15 6.8
302 160 205
313 40 29
146 122 110
371 140 320
386 35 320
304 9.0 333
529 162 478
560 44 488
246 1000 252
179
313
6.1 -7.3

Notes: See notesto Table 1. Education categories follow recommendationsby Jaeger (1997)

across coding change between 1991 and 1992.



In 11 of the 12
education-and-
age categories,
the shares of
workers with
a good job fell
between 1979
and 2004.
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and-age categories, the shares of workers
with a good job fell between 1979 and
2004. Theonly exceptionwasanincreasein
the share of young workers with a college
degree or more, who saw an increase from
30.4 percentin 1979 to 33.3 percent in 2004.
Inmost of theother cases, thedeclineswithin
education-and-age categoriesin the share of
workersin good jobswerelarge: from 22.0
percent of middle-aged workerswith lessthan
ahigh-school degreein 197910 6.1 percent
in2004; from 30.2 percent to 20.5 percent of
middle-aged high-school graduates; and from
52.9 percent to 47.8 percent of middle-aged
collegegraduates, for example.

Inthe second and fourth columns of Table4,
therow marked “ Total (actual)” showsthe
average share of good jobs across all
education-and-age categories. Asin Table 1,
theaveragefor theoveral populaionwas24.6
percent in 1979 and 25.2 percent in 2004.
Thelayout of Table4, however, makesclear
that theoverall averageisjust theweighted-
average of the good-jobs sharesfor each of
the 12 education-and-age groups.

Thisproperty of theoverall average—that it
isthewelghted sum of the group averages—
effectively dlowsusto control for the change
inthe education-and-age mix acrossthetwo
years. For example, if weapply theeducation-
and-ageweightsfrom 1979 to the 2004 data
on the share of good jobs within each
category, we can estimate what the overall
average share of good jobswould have been
in 2004 if the economy had not experienced
any “skillsupgrading” after 1979. Theresult
of thisca culation appearsinthelast column
of thetableintherow labeled“ Counterfactuds
/ 1979 population; 2004 rates.” Under these

assumptions, if theworkforcein 2004 had
not been any older or any better educated
thanitwasin 1979, thenonly 17.9 percent
of workers—not 25.2 percent of workers—
would have been in good jobsin 2004. In
other words, all of theactua 0.6 percentage-
point increaseinthegoodjobsshare between
1979 and 2004 (from 24.6 percent to 25.2
percent) stemmed from improvementsin
workers human capital; none of small
progress reflected an improvement in the
economy’ sunderlying ability togenerategood
jobs. In fact, the large-scale upgrading of
human capital masked asubstantial decline
—on the order of about 30 percent— in
the underlying capacity of the economy to
generate good jobs.

The datain Table 4 can provide a second
estimate of the change in the economy’s
underlying ability to create good jobs. We
could, instead, calculatethe overall average
good-jobs share that would have resulted
from using the 1979 good-jobs shares by
education-and-agegroupswith theolder and
better-educated 2004 workforce. This
caculation involvesapplying theworkforce
composition for 2004 (in column three) to
the good-jobs shares for 1979 (in column
two). The row marked “Counterfactuals/
2004 population; 1979rates’ givestheresults
of this calculation: 31.3 percent. If the
economy, withitsactua 2004 workforce, had
only been ableto maintainthesameability to
creategood jobsasit hadin 1979, then the
share of good jobsin 2004 would have been
31.3 percent, or 6.1 percentage pointshigher
thanit actualy wasin 2004. By thisestimate,
between 1979 and 2004, the economy’s

11 Calculated as a 7.2 percent difference over a
base of 25.2 percent.



underlying capacity to generate good jobsfell
about 25 percent. (SeeFigure 1 for asummary
of thetwo counterfactual exercises.)

Bothversonsof thissmplegpproach lead tothe
same conclusion. Theunderlying capacity of the
economy to generate good jobs has declined 25-
30 percent over thelast 25 years. Theonly reason
that the good jobs share has managed to holdits
own between 1979 and 2004 is because the
economy isworking with amuch better labor
forcethanit did at the end of the 1970s. If the
workforce had not experienced these dramatic
improvements, the share of good jobswould have
fallen 25-30 percent, despitelargeincreasesin
the capital stock per worker and significant
technological progress over the period.
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Moreover, the 25-30 percent declineinthe
underlying ability of theeconomy to create
good jobs is almost certainly an
underestimatesincethisca culation doesnot
control for the larger capital stock or
technological advances, both of which
should have made it much easier for the
economy to produce*good jobs.”

The underlying
capacity of the

economy to

generate good

jobs has

declined 25-30
percent over

Figure 1. Share of good jobs (%), 2004
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Conclusion

The United Statesisamuch richer country today than it wasaquarter
of acentury ago, but theeconomy producesa most anidentica supply
of good jobsthen asnow. Only about one-fourth (25.2 percent) of
theworkforce hasajob that pays adecent wage and offersboth a
health-insurance and apension plan. A dightly higher portion of the
workforce (26.6 percent) isinajob that payspoorly and offersneither
hedlth insurance nor apension.

A smpleexerciseto control for improvementsinthe human capita of
the workforce suggeststhat, over thelast 25 years, the economy has
lost 25 to 30 percent of itscapacity to generategood jobs. Thisisa
conservative estimate, snceit doesnot factor in declinesinthequaity
of many employer-provided hedth-insurance plans(maost importantly
theriseintheemployeeshare of thecost of such plans) or declinesin
thequadlity of pension plans(especidly the shift from defined-benefit
to defined-contribution plans).
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