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Summary

ounger workers consistently experience higher unemployment and less job stability than

older workers. Yet the dramatic deterioration in employment outcomes among younger

workers during and since the Great Recession creates new urgency about developing more

effective bridges into full-time employment for young people, especially those with less than
a bachelor's degree.

Improving the employment status of young adults and helping employers meet workforce needs
are complementary goals. Designing strategies to achieve them requires insight into the supply and
demand sides of the labor market: both the characteristics of young people and their typical routes into
employment as well as the demand for entry-level workers and the market forces that shape employer
decisions about hiring and investing in skill development. A quantitative and qualitative inquiry focused
on the metropolitan areas of Chicago, Ill. and Louisville, Ky. led to the following insights:

» An increasingly diverse younger generation will make up a growing share of the workforce.
Improving the educational and employment outcomes of blacks and Hispanics is critical to
maintaining a skilled and competitive labor force.

» While younger workers concentrate in low-wage service industries, some industries hold more
promise for better career opportunities for young adults with less than a bachelor’s degree. About
one in four young adult workers is employed in one of these promising sectors, which include
manufacturing, transportation, logistics, and health care.

» While many firms appreciate the flexibility, energy, and tech-savviness of younger workers, they
identify academic and soft skills, dependability, and ability to fit into the workplace culture as both
fundamental requirements and pervasive weaknesses among younger workers.

» Among the employers interviewed, some expressed dissatisfaction with their strategies for
recruiting, assessing, and hiring entry-level workers for positions they deemed critical to their
success. When they determined that their existing approaches to human resources threatened
their competitiveness, they took concrete steps to better identify, train, and support workers in
attaining the necessary skills and competencies.

» To improve outcomes both for young adults and businesses, a broad group of stakeholders—
employers, educational institutions, government, and philanthropy—need to support and make
changes on both the supply and demand sides of the labor market. Employers need to identify
more clearly the skills necessary to execute their business plans and improve their strategies
to recruit, assess, and train for those skills; stakeholders need to support and participate in
workforce intermediaries or employer partnerships that meet regional labor market needs;
educators and employers need to strengthen their information flows and increase their use of
industry-recognized competency-based credentials; and educators and employers need to work
together to expand work-based learning opportunities.
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Introduction

n good economic times and in bad, younger workers—particularly those in their teens and
early-to-mid-twenties—consistently experience higher unemployment and less job stability than
older workers. Even in the best of times, younger workers often cycle through low-wage jobs,
jobs that are poorly matched to their skills and interests, or a mixture of part-time and seasonal
work before settling into longer-term, more stable occupations.! For many young workers, a part-
time or relatively low-paying job is a good introduction to the work world; it helps them explore their
career interests, build confidence, strengthen their networks, and improve their overall level of work-
readiness. However, some young people have trouble accessing even these entry-level jobs, or face
difficulties in advancing beyond them to employment that enables financial independence.

The sometimes rocky transition into full-time employment among young workers has raised alarms
for several decades, as evidenced by high-profile reports published in the 1980s and 1990s including
“The Forgotten Half" and “America's Choice."? Yet the dramatic deterioration in employment outcomes
among older adolescents and young adults in the aftermath of the Great Recession has refocused
attention on the issue.®

While unemployment has slowly ratcheted down, falling to 5.5 percent nationally in March 2015,
sharp variations by age persist, with unemployment at 17.1 percent for 18- to 19-year-olds and
10.4 percent for 20- to 24-year-olds. Among young adults, people of color experience the weakest
employment outcomes, and yet these are the young people representing the “diversity explosion”
that is remaking this country’'s demographic composition. People of color are projected to be in
the majority among those under age 30 by 2027, fueled by the rapid growth of Hispanics, Asians,
and multiracial persons.®> Among teens age 16-19 and young adults age 20-24, Hispanics and blacks
consistently have lower employment rates and higher underutilization rates than their white peers.
(The underutilized labor force includes the officially unemployed, those who are involuntarily
working part time, and those who desire employment but are not actively looking.)®

Education also plays a key role in shaping employment opportunities. Among all young adults, those
with some postsecondary education, and particularly those with a bachelor’s degree, experience bet-
ter labor market outcomes than their peers with only a high school diploma or less.”

More generally, there is widespread concern about economic and labor market trends affecting all
workers; these include declining labor force participation, technological changes, globalized markets,
stagnant wages, and the meaning of these trends for the goal of broadly shared prosperity.®

To be sure, economic growth and demand for workers are critical factors driving employment rates
among younger and less-educated workers.? And yet, in addition to the macroeconomic forces shaping
labor market opportunities, other factors also impact career options for young people, including the
guality and nature of education and training as well as the strategies that employers use to recruit,
screen, hire, and train workers.

This project undertook to better understand labor market demand for young adults, an age cohort
roughly defined as those between the ages of 18 and 29 entering the labor market seeking full-time,
permanent employment and having educational attainment below the level of the bachelor’s degree.
While the term “young adult” is fluid and can reasonably be defined a number of ways, age 18 was
chosen as the lower bound of the target population in order to focus on young adults who are of an
age to have graduated from high school, since high school students are typically not seeking full-
time employment to support themselves. The upper bound of age 29 was chosen to encompass the
timeframe during which young adults begin postsecondary education, even if they don't complete it,
and move through the shorter-term, more casual employment typically held before moving into full-
time jobs with career potential. While many young adults enter postsecondary education on a full-time
basis after high school and graduate with a bachelor’'s degree at age of 22 or 23, many others pursue
education on a part-time basis, leave school before earning a credential, or intersperse school with
other responsibilities, postponing the search for a “good job" with career potential. Defining a good
job involves some subjectivity but, for purposes of this discussion, it is employment that provides
economic independence—either immediately or with a potential pathway toward that goal—-and offers
long-term prospects for full-time work."°

While much research and public discussion have centered on how educational systems can better
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prepare young people for the jobs of the future, there has been less focus on the specific skills and
abilities employers demand and the factors that affect hiring for entry-level jobs in which young peo-
ple are predominantly employed. In part, this reflects the fact that educators and employers generally
operate in separate spheres in the United States, in contrast to other advanced economies in which
vocational education pathways are more robust, higher quality, and built around extensive employer
engagement.” A review of research on school-to-work transitions among young people who do not
enter postsecondary education described the U.S. as "arguably [having] one of the least effective
systems for preparing non-college-bound youth for the workforce in the Western World."”

Research also confirms that employer involvement in education and training beyond “light-touch”
activities such as career days and occasional student visits can dramatically improve labor market out-
comes for both workers and employers, as discussed below. Those efforts primarily emerge—and are
most effectively organized—at the regional and state level. As a recent Harvard Business School study
noted, “America’s public discourse on skills takes place at a high level of aggregation...[but real] hiring
occurs in a multitude of micro-markets.""

This project focused on metropolitan regions as essential units of the national economy. The par-
ticular regional strengths, assets, and dynamics that shape labor markets determine the sectors and
opportunities available to young adults as they move into the labor market and establish careers." In
fact, the interconnected cities and suburbs that constitute metropolitan areas are defined on the basis
of labor markets and commuter sheds: The federal Office of Management and Budget (OMB), which
establishes the boundaries of metropolitan statistical areas across the country, defines metropolitan
areas as contiguous areas with “a high degree of social and economic integration (as measured by
commuting to work) with the urban core."™

The study focused on the Chicago and Louisville regions because, while each is still grappling with
the impact of the Great Recession, public- and private-sector leaders in both have undertaken strate-
gies to increase economic growth and expand opportunity through participation in the Brookings-
Rockefeller Project on State and Metropolitan Innovation.!® World Business Chicago's strategy, A Plan
for Economic Growth and Jobs, explicitly included employer-driven skill development as a key focus and
has launched several related initiatives. In Louisville, the plan developed in partnership with Lexington
under the Bluegrass Economic Advancement Movement (BEAM) focused on strengthening manufactur-
ing with a primary emphasis on the imperative to strengthen the skills of the workforce. In both regions,
new civic partnerships have emerged to better align industry needs with workforce training and com-
munity college programming and to strengthen the talent pipeline in strategically important industries.
While the research is not representative of metropolitan areas nationally, the two regions offer a useful
window into the role of place in strategies to improve employment outcomes among young adults.

The research approach was both qualitative and quantitative in the two regions. In both places,
data analysis identified alarming employment trends among younger workers, particularly those with
lower education attainment and in black and Hispanic communities. The quantitative analysis also
produced a methodology that can be adapted to other regions to identify industries with the potential
to provide younger workers with higher earnings and stronger career opportunities. Interviews with
employers identified encouraging examples of employer actions that can benefit younger workers and
more effectively meet their own workforce needs. While employers are unlikely to champion initiatives
specifically designed to increase employment among young adults, they may see a compelling value
proposition in programs designed to increase the quality of the labor pool for occupations they see as
critical to their business success.

Context: Evidence on demand-driven workforce strategies

literature review on school-to-work transitions among non-college-bound high school gradu-
ates identified several factors rooted in employer involvement that predict more successful
employment outcomes: attaining competence in both basic academic and occupationally
specific skills (which requires employer input on in-demand skills) and an educational pro-
gram, such as work-based learning, that offers clear links to employment."”
Two recent evaluations of sector-based job training and placement programs found that participants
experienced increased earnings compared to control groups. In sector initiatives, employers within a
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given industry partner with stakeholders that include government, education, and training organiza-
tions to identify and address the workforce needs of that industry within a regional labor market."®
An evaluation of three sector programs—-Jewish Vocational Services in Boston, Per Scholas in New
York City, and the Wisconsin Regional Training Partnership—found that participants of all ages expe-
rienced earnings growth, although the increase was significant for young adults in only two of the
programs (Jewish Vocational Services and Per Scholas).”” Interim results from an evaluation of Year
Up are also promising. Year Up, a Boston-based organization which has since expanded to multiple
regions around the country, provides training and a paid internship to prepare young people age 18
to 24 with jobs in information technology (IT) and financial operations. Interim evaluations found
that participants earned 32 percent more than those in the control group.?® Key programmatic ele-
ments were similar in all of the programs in the two studies: (1) The programs forged strong relation-
ships with employers in targeted sectors in their regions to identify employers’ workforce needs, (2)
they targeted people who would be a good match for training and job placement, (3) they provided
their students with training—geared both to occupational skills and general job readiness—tailored to
meet employers' needs, and (4) they coupled the training with supportive and guidance services.”

A more complete overview of the research base supporting sector programs, along with ideas for
future research, can be found in Connecting People to Work: Workforce Intermediaries and Sector
Strategies.?

Sector strategies are typically carried out by intermediaries, whose function is to bridge the needs
of employers and workers. The intermediaries can take a variety of organizational forms, such as a
workforce investment board, a regional funder collaborative, a community college, or an economic
development organization.? Effective intermediaries allow educators and employers to avoid the inef-
ficiencies of one-by-one engagements by aggregating employer needs across a given sector. They also
create forums for small and medium-sized firms to join forces with larger employers for economies of
scale in training investments.

Sector strategies typically serve a mix of incumbent workers and entry-level workers and job seek-
ers, often low-income and low-skill workers, and do not usually focus on occupations that require
a bachelor's degree. The most commonly targeted industries are health care, manufacturing, and
construction, all of which include a substantial share of middle-skill jobs, i.e., those that require more
than a high school diploma but less than a four-year degree and hold promise for higher earnings.?*
With computer power expanding and digital technologies changing the nature of in-demand skills,
educational and labor market strategies need to adapt. Economist Harry Holzer notes that the occu-
pational mix of middle-skill jobs is changing, with “older middle-skill jobs" such as those in production,
clerical work, and construction declining in number due to the effects of the Great Recession, technol-
ogy changes, and globalization. “New middle-skill jobs" include health care technology; information
technology; installation, maintenance, and repair; and the lower end of management (such as chefs
and restaurant managers). These jobs typically involve more-skilled technical, administrative, problem-
solving, and communication tasks.?®

Sector initiatives are relatively easy to implement in diluted form, with mediocre results, and much
harder and resource-intensive to implement in such a way that they truly benefit both employers
and workers. One veteran of sector programs, Fred Dedrick, describes the depth of industry-specific
expertise that workforce intermediaries must develop: “The diversity and dynamism of modern
industry requires workforce professionals to analyze current business practices, occupational skill
requirements, advanced technology, supply chains, regulations, markets, and customers. Wall Street
investors, the business press, and the consulting world employ thousands of industry analysts to dig
deep into particular industry sectors to uncover important trends and disruptive technologies. This
knowledge can rarely be garnered from irregular one-on-one interactions, general industry surveys, or
Bureau of Labor Statistics projections.”?® Dedrick notes that it can take up to five years for sector ini-
tiatives to reach maturity and produce clear demand-side intelligence by effectively engaging employ-
ers in developing a talent supply chain.?”

Sector initiatives thus require patient capital. They also require funding sources that will support
the research and relationship-building activities described above; while these are necessary to better
align training with industry needs, they will not, on their own, generate programmatic outcomes like
job placements in the short term.?®
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Research on registered apprenticeships and other educational models, such as Career Academies
(described below), also supports the value of employer involvement in education in terms of the
employment and earnings outcomes for students and workers. These two approaches are not typi-
cally viewed under the sector umbrella, as they grew from different organizational roots, but they
perform many of the intermediary functions outlined above within the context of a given industry.
Apprenticeships, which combine on-the-job training with related classroom instruction tailored to
employer needs and the specific skills required in particular occupations, are perhaps the most struc-
tured model of employer engagement in training. An analysis of registered apprenticeship in 10 states
found large earnings gains among those who participated.?® Other research found that employers
participating in registered apprenticeships valued the program and reported that it helped meet their
needs for skilled workers.3° (There are also apprenticeships that are not registered with the federal
or state governments, although much less is known about these.) However, apprentices do not skew
young in the U.S.: only about 20 percent of apprentices are under the age of 25 and the average age
is about 30.%

An evaluation of high school Career Academies—smaller learning communities within high schools
that combine academic and occupational curricula around a career theme such as health care or
business—found long-term positive earnings impacts after high school graduation, particularly among
young men, with no negative impacts on academic outcomes.®? Strong employer engagement is a key
element in Career Academies; employers advise on curriculum, provide information about jobs and
skill requirements, mentor students, and offer internships.

However, in the main, the U.S. educational system does not integrate academics with work-based
learning through experiences such as internships, co-ops, and apprenticeships that create entry points
into the workplace for younger workers and smooth the transition to full-time careers.

A rising chorus is calling for employers to take on a larger role in bridging the worlds of work
and education, with a focus on developing technical skills that do not typically require a bachelor's
degree.®* One study noted that companies “do not apply the same discipline in sourcing talent as they
employ in sourcing other inputs....[TIhe development of talent and skills, especially for the middle-
skills workforce, lacks...strategic direction and polished execution.”3 Several recent reports, including
significant entries from national business organizations including the U.S. Chamber of Commerce
Foundation, urge employers to develop a more long-term and sophisticated strategy for developing a
talent supply chain for occupations that drive the company's competitiveness, rather than relying on
the spot market for labor.3®

Methodology

Quantitative analysis
To profile the supply and demand sides of the labor market in the Chicago and Louisville regions,
researchers relied on two datasets:

» Data from the 1990 and 2000 decennial censuses and the 2006 through 2013 American
Community Survey one-year estimates are used to describe characteristics of the population
by age, such as race/ethnicity, educational attainment, unemployment, and earnings. With the
exception of 1990, all microdata were accessed via IPUMS.org; 1990 microdata were accessed via
NHGIS.org. Geographies are standardized to the OMB 2013 metropolitan statistical area (MSA)
delineations. 2013 American Community Survey one-year estimates at the national level were
also used to measure the educational attainment of workers age 19-24 by industry, as seen in the
“promising industries" tables.

» The Longitudinal Employer-Household Dynamics (LEHD) Quarterly Workforce Indicators are used
to identify and describe the sectors that employ young people. The LEHD program is a census
data product that combines information from existing sources—including the Quarterly Census of
Employment and Wages, Unemployment Insurance Earnings Records, Census and Administrative
Records, and Business Dynamics Statistics—into a quarterly snapshot of labor market job attri-
butes and flows. This paper uses data from 2009 to 2013, and examines employment among the
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IPUMS.org
NHGIS.org

19-24 age group, one of the pre-set age categories in the dataset. Due to these pre-set age catego-
ries, it is not possible to consider 18-29-year-olds as a cohort. Data are analyzed for the Chicago
and Louisville MSAs and based on the 2013 MSA delineations. Unfortunately, data at the national
level are not available for benchmarking purposes. The LEHD program is the result of a voluntary
federal-state partnership to share and merge data, and it has not yet bequn releasing public-use
statistics for the state of Massachusetts.

Interviews

Fifty-three interviews were conducted with employers, employer associations, workforce community
colleges, training providers, and other stakeholders in the two regions; 28 of those interviews

were with employers. The purpose of the employer interviews was to better understand recruiting,
assessment, hiring, and training practices and to probe the barriers and opportunities employers
perceive in hiring young adults with less than a bachelor’s degree. The employers who were
interviewed represent companies of various sizes, including large corporations and small to medium-
sized firms. The purpose of the stakeholder interviews was twofold: to gain introductions to employers
and to understand regional labor market dynamics and existing workforce development initiatives
relevant to young adults.

The interviews are a nonrepresentative sample of employers and organizations involved in educa-
tion and training and those knowledgeable about labor market dynamics in the two regions. Snowball
sampling methodology was used to identify employers and stakeholders for interviews. Interviews
were sought particularly with employers and in industries that employ large numbers of young people
or that emerged in the LEHD analysis as promising for young people with less than a bachelor’s
degree. The project’s scope and timeline did not allow for a comprehensive outreach and sampling
strategy, however.

Young adult workers: Analyzing labor market supply and demand

Characteristics of young adult workers
Young workers typically have higher unemployment rates and lower earnings than
older workers

Younger workers have less experience and lower skill levels than older workers simply by virtue of
their age. These characteristics translate into higher unemployment rates and lower earnings as young
people enter the work world, in both booming economies and downturns.

Nationally, young people age 18-24 experienced unemployment rates of 12.5 percent in the strong
economy of 2000, compared to the much lower rates of 5.8 percent among 25-29-year-olds and
4.1 percent among workers over age 30. Unemployment among all ages soared as a result of the Great
Recession, remaining especially high among younger workers even as the recovery has progressed:
16.5 percent among 18-24-year-olds in 2013 and 9.4 percent among 25-29-year-olds. Similar patterns
play out in the Chicago and Louisville regions. Unemployment rates among 18-24-year-olds were
17.9 percent in Chicago in 2013 and 15 percent in Louisville, with lower rates among 25-29-year-olds
that are nonetheless several percentage points higher than rates among older workers. Among young
people, there has been a documented decline in labor force participation (meaning that fewer are
either working or actively looking for work), as more enroll in postsecondary education.>” However, the
high unemployment rates among 18-24-year-olds still indicate substantial interest in working among
this age group.

Similarly, younger workers experienced sharper earnings declines following the recession than did
older workers, both nationally and in the regions. In Louisville, median annual earnings for workers age
18-24 and 25-29 fell 24 percent and 16 percent, respectively, between 2000 and 2013, compared to
1 percent among older workers. In Chicago, workers age 18-24 experienced a 24 percent decline in
earnings between 2000 and 2013, while earnings for workers 25-29 declined 10 percent and for work-
ers age 30 and over, 7 percent.
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Figure 1. Unemployment by age, 2000 and 2006-2013
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Figure 2. Annual median earnings by age, 2000 and 2006-2013,

full-time year-round workers (2013 dollars)
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An increasingly diverse younger generation will make up a growing share of the
labor force
Nationally, young adults between the ages of 18 and 29 account for 17 percent of the population.
Shares are comparable in the Chicago and Louisville regions: In Chicago, young adults total
1.6 million people, or 17 percent of the population; in Louisville, they number 191,000, or 15 percent
of the population.®®

The share of U.S. workers age 55 and older increased from 14 percent in 2000 to 21 percent in
2013. In Chicago and Louisville, the numbers were virtually the same, growing from 13 percent in both
regions in 2000 to 20 percent in Chicago and 21 percent in Louisville. The millennial generation, the
cohort born in the 1980s and 1990s and now in its twenties and early thirties, is slated to outnumber
the baby-boom generation as the largest generation in 2015.3° The importance of young adults to the
labor market will only increase as the older generation reaches retirement.

Figure 3. Share of workers age 55+, 2000 and 2013
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Brookings demographer William Frey has described the “diversity explosion” that is remaking the
racial and ethnic profile of the United States, beginning with the under-18 population. Asian, Hispanic,
and multiracial populations are growing rapidly, while the slower-growing white population is aging.
Frey describes the transformation as “generational in character...bubbling up the age structure, from
young to old.” He forecasts societal impacts that will be comparable in scale to those brought about by
the baby-boom generation in the 20th century, and predicts a “cultural generation gap” between the
more racially diverse younger population and less diverse older generations.*®

The younger population in Louisville and Chicago reflects these demographic shifts, creating a
diversity explosion at the regional level. In Louisville, the share of the population between the ages of
18 and 29 that is white dropped from 85 percent to 73 percent between 1990 and 2013. In Chicago, the
share of whites in the younger population was only 63 percent in 1990 but fell to less than half-48
percent—by 2013. In both regions, the black population remained fairly stable while Hispanic and Asian
populations grew rapidly.
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Figure 4. Race/ethnicity of young adults age 18-29, 1990, 2000, and 2013
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* Data reported for Asians include Asians and Pacific Islanders.
Source: Brookings analysis of decennial census and American Community Survey microdata
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Employment and educational outcomes among young adults vary by race and ethnicity
Young adults who are black and Hispanic have the lowest average levels of educational attainment.
Looking at 18-to-29-year-olds nationally, 7 percent of blacks and 6 percent of Latinos have bachelor's
degrees, compared to 17 percent of whites and 26 percent of Asians.

Although the precise numbers vary, similar patterns play out in the two regions: Young adults who
are black and Hispanic have substantially lower levels of educational attainment than whites and

Asians, often two or three times lower.

Figure 5. Educational attainment of 18-29-year-olds by race/ethnicity, 2013
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Nationally, unemployment rates are higher among younger blacks (23.7 percent) and Hispanics
(13.8 percent) than among whites and Asians (both around 11 percent). Comparable trends are visible
in the Chicago and Louisville regions, although it varies as to which group—blacks or Hispanics—have
the highest unemployment rates.

Figure 6. Unemployment among 18-29-year-olds by race/ethnicity, 2013

Chicago region Louisville region United States
All ages, all races 9.6% All ages, all races 7.8% All ages, all races 8.4%
-~ -~ -

Asian* §8.7% Asian* |n.d. E
Latino . 14.1% Latino : -. 22.5%
Black --.31.2% Black -I 19.0%
White 58.9% White I 9.9%
0% 9% 18% 26% 35% 0% 9% 18% 26% 35% 0% 9% 18% 26% 35%

* Data reported for Asians include Asians and Pacific Islanders.
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Much of the labor market disadvantage faced by young people of color stems from their relatively
low levels of educational attainment. In an analysis of the employment status of young people five to
10 years after leaving school, the Organization for Economic Cooperation and Development concluded
that low educational attainment in the U.S. and other industrial nations represents an “enduring bar-
rier to employment.”#' As younger cohorts in the population grow more diverse, continuing on current
trajectories in education, training, and employment will magnify the challenges.

Another likely factor contributing to high unemployment rates among blacks and Hispanics is
discrimination in hiring. In field experiments in cities across the country, in which equally qualified job
candidates who differ only by race or ethnicity apply for jobs, researchers have found that employers
show a clear preference for white applicants.*

Demand for young adult workers

A Brookings analysis of young adult employment patterns in Chicago and Louisville provides insights
into the sectors and jobs employing large numbers of young people—as well as sectors that may
provide better pathways to careers for young adults with less than a bachelor's degree. This analysis
focused on workers age 19-24 using Longitudinal Employer-Household Dynamics Quarterly Workforce
Indicators data. LEHD is a rich dataset drawing from multiple sources to provide detailed labor market
indicators by industry and by age group at the metropolitan level.

Low-wage service industries are the largest employers of young adults
At the national level, young people are concentrated in low-wage jobs consistent with their lower levels
of skills, education, and experience. About 45 percent of workers age 16 to 24 are employed in two
industries: leisure and hospitality, which accounts for 25 percent of their employment, and retail trade,
which accounts for 19.1 percent. 43 Both of those sectors are characterized by a large number of jobs
that pay low wages and offer part-time hours.**

The next tier of industries employing large numbers of young workers offers jobs that pay higher
wages but accounts for much smaller shares of the total workforce age 16 to 24: education and health
services at 10.7 percent and professional and business services at 8.1 percent.*®
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Employment trends in Louisville and Chicago largely mirror those patterns, with large numbers of
workers age 19-24 primarily concentrated in a few industries (Tables 1 and 2). Restaurants and bars,
administrative and support services, and general merchandise retailers are among the largest, employ-
ing almost a third of all young workers between them in each market. There are regional variations,
however: In Louisville, where UPS is the region’s largest employer, 7 percent of young adults are
employed in the “couriers and messengers” industry. Of the 10 sectors employing the largest num-
ber of young adults, nine in Chicago and five in Louisville pay below the average monthly earnings
for young workers. Average monthly earnings among young workers in food service in Chicago, for
example, are $1,113, considerably lower than the $1,735 average for all young workers in the region.

Higher-paying sectors that employ large numbers of young adults include professional, scientific,
and technical services and, in Louisville, hospitals. These sectors typically pay from 30 percent to as
much as 80 percent more than the average. Many jobs in those sectors require higher levels of educa-
tion than jobs in other sectors. Forty-nine percent of young adults in professional/technical services
and 29 percent of young adults working in hospitals have bachelor's degrees, considerably higher than
the average of 15 percent for all young adult workers in the 19-24 age group. Hospitals also employ
relatively higher shares of young adults with associate’s degrees, reflecting the concentration of
technical positions accessible with a two-year degree in health care fields: 14 percent of young adults
working in hospitals have associate’s degrees, compared to an average of 7 percent among all young
adult workers.

Other sectors employing large numbers of young people have higher shares of young adult workers
with postsecondary degrees, although without higher pay scales. Among these are ambulatory care (13
percent with associate’s degrees and 18 percent with bachelor’s degrees), nursing and residential care
facilities (9 percent with associate’s degrees), and education (32 percent with bachelor's degrees).*®

Table 1. Ten largest industries employing young adults age 19-24 in the Chicago metropolitan area, 2013,

ranked by number of young adult workers

Employment Young adults Employment Industry's share Avg. monthly
2013 as share of 2013 of all young adult | earnings 2013
industry workers
Industry All ages 19-24 19-24
All NAICS Subsectors 3,846,884 8.4% 322,995 100% $1,735
Food Services and Drinking Places 264,144 21.0% 55,573 17% $1,113
Administrative and Support Services 252,967 9.2% 23,196 7% $1,722
General Merchandise Stores 86,872 21.0% 18,284 6% $1,207
Professional, Scientific, and Technical Services 297,843 5.9% 17,717 5% $3,230
Educational Services 362,811 4.4% 16,093 5% $1,697
Food and Beverage Stores 80,722 17.2% 13,902 4% $1,184
Clothing and Clothing Accessories Stores 38,184 31.9% 12,196 4% $865
Ambulatory Health Care Services 166,508 6.5% 10,741 3% $1,696
Amusement, Gambling, and Recreation Industries 57,717 16.0% 9,250 3% $970
Nursing and Residential Care Facilities 76,067 10.5% 8,006 2% $1,456

analysis uses NAICS codes at the three-digit level, designating subsectors within an economic sector.

Source: Brookings analysis of data from the Longitudinal Employer-Household Dynamics program, Quarterly Workforce Indicators

Note: NAICS stands for the North American Industry Classification System, the standard used by federal statistical agencies to classify business establishments. This
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Table 2. Ten largest industries employing young adults age 19-24 in the Louisville metropolitan area, 2013,

ranked by number of young adult workers

, Avg. monthly

Employment 2013 Young adults as Employment 2013 ;:::s:;z:qs:::rt earnings 2013
Industry All ages share of industry 19-24 workers 19-24
All NAICS Subsectors 529,865 10.0% 50,995 100% $1,595
Food Services and Drinking Places 39,328 24.0% 9,614 19% $1,036
Couriers and Messengers 19,226 20.0% 3,798 7% $1,309
Administrative and Support Services 29,124 12.0% 3,555 7% $1,641
General Merchandise Stores 12,347 18.0% 2,266 4% $1,165
Food and Beverage Stores 11,074 20.0% 2,251 4% $1,165
Professional, Scientific, and Technical Services 24,981 7.0% 1,641 3% $2,381
Ambulatory Health Care Services 24,768 6.0% 1,405 3% $1,771
Hospitals 22,249 6.0% 1,366 3% $2,070
Educational Services 43,819 3.0% 1,364 3% $1,815
Nursing and Residential Care Facilities 12,448 11.0% 1,345 3% $1,540

Source: Brookings analysis of data from the Longitudinal Employer-Household Dynamics program, Quarterly Workforce Indicators

Some industries provide young people better jobs with higher earnings and

greater potential

Identifying industries that employ large numbers of young people provides a snapshot of current

demand but does not identify whether these industries provide “good jobs" with career potential to

large numbers of young people with less than a bachelor’s degree. Such an analysis can help policy-

makers, government agencies, and philanthropists determine where to target their investments.
Delving more deeply into the question of whether some industries offer better entry-level jobs than

others required devising a series of filters to home in on sectors that pay higher wages, show a positive

growth trajectory, and employ enough workers to be a significant presence in the region. The list of

industries in each region is based on an analysis using four screens:

1. Earnings: Industries paying above the average monthly earnings for workers age 19-24 ($1,735 in
Chicago and $1,595 in Louisville)

2.Post-recession growth: Industries with above-average growth for all workers, 2009-2013 (2 per-
cent in Chicago and 4.4% in Louisville)

3.Minimum threshold size: Industries that account for at least 0.5 percent of all jobs in the region
(19,235 in Chicago and 2,650 in Louisville)

4.Special factors: Industries that were screened out by the first three criteria but offer significant
levels of employment, prominence in the regional economy, employer engagement, career ladder
potential, and/or growth prospects

The list of industries produced by these screens is suggestive but not definitive. The methodology
provides a framework regional stakeholders can use to investigate whether some industries are more
promising than others for launching young people into careers.

The list of industries passing the above screens account for 23 percent of employme