The Road to Good Jobs

BY ROBERT KUTTNER

a_ MERICA NEEDS MORE GOOD JOBS AT GOOD WAGES.

The combination of deregulation, global low-wage

competition, and the attack on unions has reduced the

supply of reliable jobs with decent wages, benefits, and

career prospects. This shift comes at a time when other

social supports have been cut. Any seri-
ous student of this subject knows two
things. First, there is no single silver bul-
let. Second, any good jobs strategy needs
to be anchored in politics—and a very dif-
ferent politics than the dominant one.

With a different politics, we could
have a national strategy of investment
in new technologies, such as energy-
sufficiency, promoting not just clean-
energy security but good domestic jobs.
We could restore the right of workers to
bargain collectively, and unions could
again lead the way to a society of decent
breadwinner wages. We could decide
that all human-service jobs financed
with public funds would be not low-
wage, high-turnover jobs, but profes-
sions that were part of career tracks with
decent wages. We could use the leverage
of public outlay to create good, perma-
nent private-sector jobs.

We could change the rules of the trad-
ing system so that trade did not produce
arace to the bottom for workers here and
overseas. We could link education and
training strategies to actual rather than
hypothetical good jobs, with what our
Scandinavian friends call an active labor
market policy. We could run our econ-
omy at or near full employment. We could
have comprehensive immigration reform,
with immigrants on the road to full citi-
zenship rather than being a reserve low-
wage army with no labor or civic rights.

The recent structural changes in the
global economy, reducing labor’s bargain-
ing power and lowering labor costs for

multinational corporations, are not some
spontaneous result of technological
changes or of foreign trade per se. Rather,
they are the result of a specific brand of
globalization that privileges property
rights, while deliberately undercutting
the social and labor rights that anchor
the managed form of capitalism that has
produced greater security and equality in
most of the wealthy democracies.

Some of what America needs to pro-
mote development of good jobs is at odds
with the current rules of the international
trading system, most of them promoted
by the U.S. government.
For instance, if we em-
barked on an Apollo-
scale program using
public investment to
create a new high-tech
renewable energy in-
dustry that would pro-
duce exports as well as
good domestic jobs, this
strategy could well be
challenged as illegal
under the World Trade
Organization.

At issue is not just the prevailing pol-
itics, but also the dominant paradigm of
minimal government. A key question is
how education and training interact with
other necessary public policies. A better-
educated, more highly skilled workforce
is certainly part of the solution, but not the
whole remedy. As all three authors of the
following articles explain in different ways,
simply commending more education

An ongoing
American Prospect
series of articles on
different strategies
to create more good

jobs for Americans

paints with too broad a brush. The prac-
tical question is: What kind of education
and training will rendezvous with what
kind of jobs? Otherwise, a better-educated
workforce will still find itself in an econ-
omy that fails to adequately reward skills.
America does need more people to get de-
grees in math and science, so that these
good jobs and the industries they support
go to Americans rather than moving over-
seas. And we do need to make sure that
young people finish high school well pre-
pared for further learning. But improved
human capital, by itself, doesn’t necessar-
ily alter the kinds of jobs the economy of-
fers workers. What else do we need to do?

HE THREE ARTICLES THAT FOLLOW
Tilluminate this question, and begin
an ongoing series on good jobs that will
appear over the next year. Joan Fitzgerald,
author of the recent book, Moving Up in
the New Economy, begins by looking at
paths to better jobs in human services, as
well as the role of economic development.
Harold Meyerson, our longtime senior
writer on labor and the Prospect’s acting
executive editor, looks at the role of unions
and community groups in promoting
good jobs via community benefits agree-
ments. Princeton economist and former
Vice Chairman of the
Federal Reserve Alan
Blinder examines the
offshoring threat to
service as well as man-
ufacturing jobs, and
strategies for keeping
good jobs at home. Pro-
fessor Blinder was one
of the first economists to
challenge the orthodox
view that trade has a
trivial effect on wages
and employment.

Upcoming articles will include a
roundtable on the role of education as
well as pieces on new rules for the trad-
ing system, on immigrant workers, and
on other economic development strate-
gies. We thank the Ford Foundation for
supporting our work on good jobs and
economic development, and The Atlantic
Philanthropies for supporting our work
on immigration. Tap
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Getting Serious About Good Jobs

We need to link training, job structuring, and economic development.

BY JOAN FITZGERALD

OW TO GENERATE MORE GOOD
H jobs for Americans? Conven-
tionally, policy-makers and
economists give great weight to two
strategies—education and economic de-
velopment. Presumably, a better educated
workforce will command higher pay. And
economic development will generate
more jobs, one hopes good jobs. But there
are limits to what these two approaches
can accomplish, given how they are prac-
ticed through flawed government poli-
cies in the face of new global conditions.
Education per se no longer guaran-
tees good jobs. There is a glut of liberal
arts graduates. Global trade has put tens
of millions of American workers, how-
ever well-trained, into direct competition
with low-paid Asian and other third-
world workers. In many occupations, in-
creased training makes sense only if we
upgrade the character of the jobs. Other-
wise, a nurse aide or day-care worker can
study more about her craft, but still earn
dismal wages. America in fact had a much
more equal distribution of income half a
century ago when only half of American
adults had a high school diploma, and

fewer than 10 percent attended college.

As for economic development, we do
need a dramatic new effort to promote
new domestic technologies that offer good
jobs. But currently, the main federal eco-
nomic-development policy is tax breaks,
many of them economically wasteful and
inefficient. And at the state and local level,
ahuge amount of money is spent in a zero-
sum game to lure employers to locate or
relocate, but not to stimulate genuinely
new technologies and well-paid jobs.

A lot of local development activity—
building stadiums, financing casinos, at-
tracting Wal-Marts—produces few good
jobs other than the initial construction
jobs. The roughly $50 billion in public
funds given away annually by cities and
states to corporations in tax abatements
and other subsidies often underwrites ac-
tivity that would have taken place anyway.
We do need to link economic develop-
ment with a better trained and compen-
sated workforce, but that will require a
very different set of development policies.

In some cases the most efficient route
to good jobs is simply to raise pay directly,
with higher minimum wages and stronger

unions. The federal minimum wage has
not been raised since 1997. Nineteen states
have set or will set higher minimum
wages; and since Baltimore’s living wage
law passed in 1994, 25 cities—including
Boston, Chicago, Los Angeles, and San
Francisco—have enacted similar laws. As
we shall see, much of America’s “good-
jobs” strategy today is states, localities,
foundations, and nonprofits heroically,
and inadequately, trying to make up for
nonexistent or negative national policy.

LINKING EDUCATION AND REWARD:
THE STRANGE CASE OF NURSING

No job category better illustrates the com-
plex relationship between education, job
definition, and economic development
better than nursing. With an average
salary of $56,888, registered nursing
should be an attractive occupation. But
the United States had about 126,000
nursing vacancies last year. And the U.S.
Bureau of Labor Statistics predicts that
the shortfall could go as high as 800,000
by 2020. Meanwhile, 500,000 RNs have
left the profession and are working in
other jobs. Why are these seemingly good
jobs going unfilled?

There are two sides to the problem—
more nurses are leaving the profession
and fewer people are entering because of
training bottlenecks. Both reflect massive
failures of national policy. And instead of
making it possible for more Americans to
take these good jobs, policy is luring im-
migrant nurses from poor countries.

The main reason so many nurses have
left the profession is deteriorating work-
ing conditions. Cost cutting and man-
aged care have resulted in stagnant
wages, short staffing, decline in mentor-
ing of new nurses, higher patient loads,
mandatory overtime, and use of “float-
ing” nurses who aren’t familiar with cases
or protocols and may not specialize in the
area in which they are placed. As Gordon
Lafer points out in Labor Studies Journal,
“The health care industry has created its
own Catch-22: as working conditions
worsen, more nurses opt out of the pro-
fession, creating shortages on hospital
floors and resulting in even greater
speedups, stress, safety worries, and sim-
ilar conditions that drive additional
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nurses out of the industry.” So, improving
the work environment could go a long
way toward bringing back nurses who left
the field and retaining those still there.
Nursing also suffers from a training
bottleneck. In 2005, fully 150,000 qual-
ified applicants were turned down at U.S.
schools of nursing (both associate and
baccalaureate degrees) due to insufficient
faculty and classroom or lab space, or lack
of clinical sites. The problem is mainly low
pay for teachers of nursing, combined with
the fact that nurse-training programs are
often money losers for community col-
leges and universities, so too few slots are
offered. Few nurses are attracted to teach-
ing because the pay is much lower than
that of practicing nurses. Master’s level

and professional organization supports
legislation to set nurse-patient staffing
ratios and eliminate mandatory overtime,
opposition by the American Hospital As-
sociation and the Republican Congress
have blocked its enactment.
Meanwhile, federal programs to in-
crease the supply of U.S-trained nurses
are feeble and underfunded. The Nurse
Education Loan Repayment Program re-
pays 60 percent to 85 percent of student
loans for nurses who agree to practice
two years in a facility experiencing a crit-
ical staff shortage. The Nursing Scholar-
ship Program provides scholarships and
stipends to students in exchange for the
same two-year commitment. In fiscal year
2005, the programs provided just 599

Instead of investing in training nurses and making this

profession more attractive to Americans, we are out-

sourcing nurse education and importing immigrant nurses

from poor countries like India and Nigeria that need them.

faculty average $55,712 annually—about
the same as an associate degree RN in
clinical practice and substantially less than
a nurse-practitioner with a master’s de-
gree who makes $72,480 a year.

But instead of investing in addressing
these problems to make this profession
more available to Americans, we are im-
porting immigrant nurses from the Philip-
pines, India, Nigeria, and elsewhere.
Although there are no government statis-
tics on the number of immigrant nurses
working in the United States, in 2005
about 23,000 foreign-educated nurses
took the nursing licensure exam. While
investing token amounts for educating U.S.
nurses, the Bush administration and the
hospital lobby are promoting the Brown-
back Amendment, which would remove
all caps on hiring foreign nurses. And the
administration added 50,000 new green
cards for immigrant nurses. Rather than
investing in it, the policy response has been
to outsource nursing education.

Ultimately, the solution to the nursing
shortage requires federal regulation of
working conditions and federal subsidy of
nurse training. While every nurse union

loans and 210 scholarships for the whole
country. The government rejected 82 per-
cent of the applicants for loan repayment
and 94 percent for scholarships due to
insufficient funding.

NUMBER OF STATES ARE TRYING TO
fill this vacuum in national policy.
Several, including California, now regu-
late patient-nurse ratios. New York funds
community colleges, hospitals, unions,
and other partners to help workers in
lower-level health occupations to advance
into RN and other health-care profes-
sions. Washington state is providing
$140,000 to two community colleges to
raise nursing faculty salaries by $10,000
for fiscal year 2007. Several local and state
initiatives are attempting to attract stu-
dents in inner-city middle and high
schools to increase minority presence in
the occupation and provide good jobs in
urban neighborhoods near hospitals.
Oregon is trying to maximize resources
through a comprehensive planning initia-
tive. The Oregon Nursing Leadership
Council, a consortium of state nursing and
credentialing organizations, community

colleges, and university deans, developed
a statewide strategic plan for addressing all
aspects of the problem. This initiative has
increased the state’s nursing graduation
rate by 11 percent per year since 2001 by
having nursing schools share some clini-
cal facilities and maximizing use of faculty
by developing a shared curriculum and
simulation education. The Oregon Coun-
cil for Nursing also created a software pro-
gram to coordinate clinical placements
regionally. Typically hospitals have affilia-
tions with schools with an agreed upon
number of clinical placements. Sometimes
scheduling is such that a school can’t fill its
allotted slots, so they go unused. Now, all
hospitals and schools in the Portland re-
gion pool their unused slots so that none
are wasted. Potential students, particu-
larly minorities at the high school level, are
being recruited into nursing through sev-
eral creative programs. Hospitals are of-
fering scholarships to nursing students
who agree to work at the hospital for at
least three years after graduation. Several
universities are developing new graduate
nursing programs and there is a statewide
partnership between eight community
colleges and the public university to cre-
ate a shared, competency-based curricu-
lum. Once in place schools will have the
same prerequisites, with one application
and dual enrollment so students and their
financial aid can move between programs.

A related Oregon leadership initiative
is attempting to change the workplace cul-
ture to give nurses more of a voice. The ef-
fort focuses on nurses exerting leadership
and assuming the responsibility to practice
to the full scope of their professional au-
thority. These efforts will require changes
in management practices, in doctor-nurse
relations and among staff nurses. This
foundation-funded initiative demonstrates
that improving the work culture and coor-
dinating state resources and strategies can
reduce quit rates and attract new people
to the profession, yet the problem of nurse
overwork and underfunded nurse train-
ing cries out for national policy.

To drill down into this rich subject is to
appreciate that the challenge goes far be-
yond merely educating more nurses. It has
to do with how nurses are treated on the
job, what career progressions exist, the pay
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structure for nurses and nurse educators,
as well as the role of immigration policy.
The health professions not only con-
nect education to job definition, compen-
sation, and career structure; they also
raise the role of economic development.
In many cities, hospitals and other
health-care facilities are among the
largest employers. Remarkably, Business
Week recently reported that literally all
of the net job growth in recent years has
been in the health occupations. Public
policy—or its absence—has a great deal
to do with how these jobs are defined and
structured, and whether scarce health
dollars are spent rationally, or wastefully.

HUMAN SERVICES: TURNING BAD JOBS
INTO BETTER ONES

Below the profession of registered nurse
are literally millions of semi-skilled and
routine human-service occupations in
health care and in the care of children.
They include everything from certified
nurse assistants (CNas) to lab technicians
in health care as well as child-care worker
to teacher in child care. The education

65%

of the fastest-growing

occupations require

education or training

after high school.

Wi

requirements of these occupations range
from short-term training to associate de-
grees, and in some cases, bachelor’s de-
grees. In the case of cvas and child-care
workers, where much of the cost of pro-
viding services is ultimately reimbursed
by government, it is public policy that
consigns these caring positions to the cat-
egory of high-turnover, low-wage work.

But we could decide, as national pol-
icy, to professionalize home care and child
care, which would be better for both
workers and the people they serve. The
initial cost might be more, however, stud-
ies demonstrate that most, if not all, of the
cost could be recouped in lower turnover,
and higher-quality patient care.

Here, unions often lead the way.
Unionization campaigns in California,
Illinois, and Iowa have increased the pay
and benefits of home-care workers dra-
matically, although they have a ways to go.
In each case, protracted campaigns won
the right to collectively bargain and re-
sulted in pay raises, benefits, and in some
cases, a change in workers’ status from
independent contractor to either regular

employee or part of a recognized bargain-
ing unit. In order for the funds to be there
to upgrade earnings, these agreements
also use political leverage to commit gov-
ernment to pay higher wages.

In Illinois, a 1984 campaign led by the
Chicago Homecare Organizing Project
(cHOP) initially unionized 250 home-care
workers under se1u Local 880. The
union now represents more than 80,000
members (including more than 50,000
home child-care providers). Since then,
Local 880 has fought for periodic wage
increases for home care workers and
home child-care providers. The collec-
tive bargaining agreement covering more
than 21,000 personal assistants working
through Illinois’ Office of Rehabilitation
Services/Department of Human Services
will raise the hourly wage to $9.35 by Au-
gust 2007 (a 34 percent increase from
the $7 rate before unionization). Chicago
private home-care agencies reimbursed
by the city government receive an average
of $2 more per hour than their state-
funded counterparts, thanks to the suc-
cess of Local 880, AcorN, and the

shall and career develoome
neafth care

WOIMEN And runoarhes,

|FF's Career Advancement Portfolio highlights orgar
Wiscorsin Regional Training Partnership, which partners with BIG
STEF 1o increase access to the buddng and canstruction trades for

Jobs for the Future connects economic and
workforce development through projects
across the country like:

obs to Careers, funded by the Robert Wood Johnson and Hetachi
Foundations, supparts nine partnerships to advance and reward the
ent of thase

whio serve on the F*cr' INgs of

SkillWorks is creating a city-wide system that helps Boston's loweskill,
Cw-NCaMmEe reskients morve to family-sustaining jobs and hesps
emplovers find and retan skilled E|T||:|u'~'-‘_-'-35.|| is colaboration of 14
acal and nat anal, pubxic and private funders supparts partnersnips in
rdustries that are key to Boston's future

UZATHINE Ehit® T

_]DBS FOR THE FUTURE

CREAT

fiar Eddstational whil EXonosmic Opportunity

weew, jfff.org = info

NG STRATE!L E 8

org = 6| 7.728.4446

THE AMERICAN PROSPECT

35



Chicago Jobs and Living Wage Campaign
in passing a living wage ordinance. These
workers receive $9.63 an hour for clients
they serve through the city contracts and
get annual cost-of-living increases.

In 1997, an SEIU campaign in Califor-
nia also started with changing workers
from independent contractors to county
employees eligible for union representa-
tion. Since then, newly unionized workers
have gone from the minimum wage to as
much as $11.50 an hour, averaging $8.35.
The political power of this movement was
sufficient to rally bipartisan opposition in

emblematic successes are the campaign
by the Hotel and Restaurant Employees
International Union (HERE) to turn hotel
jobs such as room cleaner into living-
wage positions with career opportunities,
and the Justice for Janitors campaign by
the Service Employees International
Union. In Las Vegas, where HERE made
ashowcase for its strategy, 48,000 union-
ized workers represent 90 percent of the
city’s hotel jobs. Today, their median wage
is 40 percent higher than in nonunion
Reno. And they have family health insur-
ance, vacation, and defined-benefit pen-

High Energy: Gamesa ceo Ifiaki Lopez Gandasegui (center) announces the wind energy deal with
Pennsylvania's Kathleen McGinty and Governor Ed Rendell.

2005 when Governor Arnold Schwar-
zenegger proposed cutting wages back to
the minimum wage to balance the budget.

Most recently, in July 2005, Iowa Gov-
ernor Tom Vilsack signed an executive
order allowing home-care workers to or-
ganize. AFscME led that campaign.
Hourly wages for Iowa’s home care work-
ers now average $9.98, but some earn as
much as $12.70 and contract negotiations
are under way. These state efforts are en-
couraging as far as they go—they offer an
employment model as well as a growing
political coalition. But what’s needed is a
national commitment to turn human-
service work serving children, shut-ins,
and the elderly into paraprofessional or
professional careers that pay good wages
and offer career advancement.

T ENS OF MILLIONS OF OTHER SERVICE
jobs pay inadequate wages, but could
likewise offer middle-class earnings. Two

sions. The high growth rate of the Las
Vegas economy reveals that higher wages
and strong unions are not a damper on
economic growth. [ See Harold Meyerson,
“Las Vegas as a Workers Paradise,” 74P,
January 1, 2004.] The se1U has union-
ized 250,000 janitors in at least 29 met-
ropolitan areas, with unionized janitors
representing the majority of office build-
ingjanitors in 21 cities. The campaign has
transformed these jobs from poverty wages
to up to $17 per hour, some with benefits.

These campaigns challenge the estab-
lished belief that service-sector jobs are
inherently low paying. There is no reason
for semi-skilled service sector jobs to pay
significantly less than manufacturing did
in its heyday for semi-skilled industrial
workers. These unions have begun to do
just what the industrial unions accom-
plished starting in the 1930s—turn bad
jobs into middle-class ones. Today, of
course, this project is much more difficult.

In the 1930s and 1940s, government was
benignly neutral toward unions; and after
World War II, most large employers re-
luctantly concluded that they had to live
with unions. In 2006, the federal govern-
ment and nearly all employers are actively
hostile to unions. Creative organizing at
the state and local level can still make some
inroads, however, national policy restoring
the neutral role of government would
make an enormous difference.

FOSTERING NEW INDUSTRIES THAT
PROVIDE GOOD JOBS
In September 2004, Gamesa, the second
largest wind energy company in the
world, announced that it would build a
$4.0 million plant in Ebensburg, Pennsyl-
vania, to produce lightweight blades for
commercial-scale wind turbine genera-
tors. The plant is now up and running
and Gamesa is building three other fa-
cilities and 18 wind farms in Pennsylva-
nia that ultimately will create 1,000
manufacturing jobs over five years. The
company is also locating its U.S. head-
quarters and a marketing office in Phila-
delphia. By the time Gamesa establishes
a 200-person business for training engi-
neers in these operations, the company’s
total investment will be $84 million.
Pennsylvania wasn't just lucky. Gamesa
and other new facilities have located there
because Governor Ed Rendell’s adminis-
tration is linking energy efficiency to eco-
nomic development and good jobs.
Kathleen McGinty, environmental pro-
tection secretary, explains, “What makes
us different from other states promoting
clean energy and efficiency is that for us
it is a means to revitalize manufacturing
and be an engine of job creation rather
than being first and foremost an environ-
mental strategy. We only put state dollars
in energy investments that create jobs.”
One of Rendell’s first initiatives after
taking office in January 2003 was to estab-
lish the Pennsylvania Energy Harvest to al-
locate about $5 million a year in grants to
companies to encourage investment in re-
newable energy sources, energy-saving
production processes, and alternative en-
ergy production. The success of the pro-
gram—$15.9 million leveraging $43.7
million in private investment—enabled
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the governor to persuade the Legislature
to do something bigger. At Rendell’s re-
quest, the Legislature reactivated a defunct
state agency and energy program, the
Pennsylvania Energy Development Au-
thority (PEDA), to invest even more in the
jobs-energy strategy.

PEDA can now float up to $1 billion in
tax-free bonds to finance construction of
energy projects and provides grants and
loans to support public-private ventures.
In two years, PEDA has awarded $15 mil-
lion in grants and loans for 41 clean en-
ergy projects expected to leverage $220
million in private investment and 1,558
permanent and construction jobs. PEDA
will begin issuing bonds for large-scale
clean power projects in 2007.

For example, one such grant, for $1.3
million, went to Plextronics, a cutting-edge
solar technology company spun off by
Carnegie Mellon University. The grant will
subsidize continued development of an or-
ganic conductive polymer technology. This
will replace the more costly silicon wafers
that make solar electricity prohibitively ex-
pensive. Plextronics already has added 12
jobs to its base of 19 and leased space for
afacility to produce the product, Plexcore,
which could employ as many as 327 full-
time workers within the next five years.

Attracting energy companies requires
policy changes as well as investment.
Gamesa didn’t demand the typical pack-
age of tax subsidies. Rather, it asked the
state to create a market by becoming a
major purchaser of alternative energy.
The state legislature passed an advanced
energy portfolio standard that requires
that 18 percent of the state’s electricity
come from renewable sources by 2020.
Already the largest producer of wind en-
ergy east of the Mississippi River, the
Gamesa plant positioned the state as the
largest producer of wind turbines as well.

Pennsylvania’s energy portfolio stan-
dard also requires 10 percent of electric-
ity to be generated from waste coal and
byproducts from pulping and wood man-
ufacturing. This will help eliminate mine-
scarred landscapes and the acid mine
drainage and other pollution associated
with waste coal. PEDA provided $400
million in bond financing toward a 272-
megawatt waste coal electric generation

facility developed by Robinson Power Co.
LLc in Washington County, southwest of
Pittsburgh. The facility is scheduled to
begin construction in October. It will cre-
ate 350 permanent unionized jobs and
eliminate 60 million tons of waste coal in
25 years. It will produce more than twice
the electric power—with lower air emis-
sions—than the plant it is replacing.

The portfolio standard will also in-
crease capacity in solar energy. By 2021
utilities will be required to purchase 700
megawatts of solar-produced electricity,
the second largest solar requirement in
the nation. Since 2003, the common-
wealth has helped to fund over half of the
solar photovoltaic installations in Penn-
sylvania—about 505 kilowatts. The nearly
$3 million in state funding was matched
by more than $10 million from other
sources. To encourage continued techno-
logical innovation Pennsylvania has in-
vested more than $2 million in solar
research, including $500,000 in direct
funding to Pennsylvania’s only solar man-
ufacturer, Solar Power Industries, to en-
hance its manufacturing capabilities.
Talks are under way with a leading Ger-
man solar energy company about locat-
ing a facility in the state. If successful, the
commonwealth will gain still more man-
ufacturing jobs and millions in state-of-
the-art equipment.

Pennsylvania can attract these high-
tech facilities because manufacturing
has not been written off. Tom Croft is
executive director of the Steel Valley
Authority, an economic development
agency focused on manufacturing. He
explains that building next-generation
manufacturing required the common-
wealth to fully reassess which of its man-
ufacturers could be suppliers to, and
customers for, these new technologies.
After an unprecedented accord between
labor, business, and community stake-
holders, Pennsylvania gave new priori-
ties to retaining and modernizing
manufacturing, providing new capital
and pension fund investments in the
field, investing in incumbent workers,
and even addressing the unfair trade cri-
sis. Without a manufacturing infrastruc-
ture and skilled workers, we can’t build
the industries of the future.

CAN THESE POLICIES GO NATIONAL?
As these examples show, states can be
both laboratories for creative good-jobs
policies and incubators of political coali-
tions on their behalf. For the moment,
anational good-jobs policy is precluded
by the Bush administration and the Re-
publican Congress. In the meantime, the
Apollo Alliance, a coalition of labor
unions, environmentalists, and some
business leaders is attempting to push
the green jobs agenda forward on the
national level.

The Alliance was created after Sep-
tember 11 to promote a national commit-
ment of the magnitude of the Apollo
space mission to move the nation toward
energy independence and in the process
create good jobs in manufacturing and
other sectors. The Alliance proposes a
$300 billion national investment over 10
years, which would add more than 3.3
million jobs to the economy and stimu-
late $1.4 trillion in new GpP, with the cost
being repaid through increased federal
tax revenues and earnings.

Pending a more congenial national
administration, organizers focused on
giving visibility to the notion that clean
energy creates good jobs and building
a base of state and local coalitions sup-
porting the agenda. These state and
local groups have achieved clean energy
and green projects and policies, al-
though Apollo may never come up as a
player. In Pennsylvania, Apollo repre-
sented the United Steelworkers on the
Governor’s Energy Task Force and were
critical in gaining United Mine Work-
ers support for the energy portfolio
standard. In Washington state, Apollo
helped get the machinists union, which
represents woodcutters in the lumber
industry, to back the state’s green build-
ing standard.

All of this is prologue to what needs to
be a massive shift in national policy, to put
good jobs in both manufacturing and
services at the heart of America’s eco-
nomic agenda. Tap

Joan Fitzgerald, author of Moving Up
in the New Economy, directs the gradu-
ate program on law policy and society
at Northeastern University.

THE AMERICAN PROSPECT

37



GOOD JOBS

AP/WIDE WORLD PHOTO

No Justice, No Growth

How Los Angeles is making big-time developers create decent jobs.

BY HAROLD MEYERSON

N THE MORNING OF JUNE 22,
O 1995, to the total astonishment of
the people working and walking
on Hollywood Boulevard—the sales clerks
of ahundred shlock emporiums, the ston-
ers, the runaways, and the crowds of ever-
bewildered tourists who had trekked to
the heart of Hollywood in search of glam-
our only to find one of Los Angeles’ most
depressing neighborhoods—a sinkhole
fully 80 feet wide suddenly opened in the
middle of the street. Construction workers
building the city’s Red Line subway be-
neath the street scrambled to avoid the de-
scending pavement. Miraculously, no one
was seriously hurt, but traffic, street life,
and the commercial activity at the center
of L.As (if not the world’s) most famous
neighborhood ground to a near-total and
months-long halt.
For a city that had experienced both
a cataclysmic riot and a terrifying earth-
quake over the preceding three years;
for a city whose single largest industry,
aerospace, had collapsed over the pre-
ceding half-decade with the end of the
Cold War; for a city that was hemor-
rhaging middle-class jobs and middle-
class residents, then in full flight to
Nevada and Arizona and Colorado; the
hole in the middle of Hollywood was an
apt metaphor for L.As plight. The mid-
dle was falling out of the Los Angeles
economy, too—a hole that virtually no-
body had the faintest idea how to plug.
As hundreds of thousands of largely
native-born and unionized defense work-
ers left town for good, hundreds of thou-
sands of immigrants from Mexico and
Central America flooded into the city.
During the 1980s and 1990s, according
to a new report from the California Bud-
get Project (cBP), the number of foreign-
born workers in Los Angeles County
increased by 900,000. With amazing ra-
pidity, the economy began to boom at the
bottom. Some industries—the sweatshop

sector of garment manufacturing, for
one—were reborn. Other industries—
construction, trucking, building mainte-
nance—saw their employers fire their
unionized employees and hire new ones
at half the wage levels of their predeces-
sors. In just the two years between 1994
and 1996, according to a California State
Assembly report on the L.A. economy,
the number of residents in households
with annual incomes under $20,000 in-

Jackie Goldberg: Community benefits thinker-upper

creased by 13.5 percent, to 41 percent of
the county’s population (which was then
roughly 9.5 million people). Residents in
households with annual incomes between
$20,000 and $40,000 increased by 7
percent, to 25 percent of the county’s pop-
ulation. But the middle class—Angelenos
in households making between $40,000
and $100,000 annually—decreased by
7.7 percent, to just 26 percent of L.A.
County. And this was during a time when
unemployment had started to drop.
Early into Bill Clinton’s second term,
it was clear that these changes were no

cyclical aberration, but simply the shape
of the new Los Angeles. The more unem-
ployment declined, the more bipolar the
economy became. Developers were be-
ginning to build again, the entertain-
ment industry grew, gentrification was
transforming neighborhoods, and the
number of truly prosperous Angelenos,
like the number of truly prosperous Man-
hattanites, greatly increased. And yet,
the percentage of middle-income jobs
and the percentage of L.A. residents
leading middle-class lives remained
stubbornly low—and falling. Between
1979 and 2005, according to the cBP re-
port, the inflation-adjusted median
hourly wage of a Los Angeles worker ac-
tually declined by 6.4 percent, and the
share of L.A. workers with job-based
health coverage plummeted from 71.1
percent to 50.5 percent. A new Los An-
geles, preponderantly grimmer and
poorer (if also more opulent and glitzy)
than its predecessor, had arisen on the
ashes of the old. And hardly anybody had
a plausible notion about how the city
could recapture the mass prosperity it
had taken for granted in the decades
after World War II.

S IT HAPPENED, ONE PERSON WHO

did have such a notion—two notions,
in fact—was the city council member
from Hollywood, Jackie Goldberg. An ac-
tivist in Berkeley’s Free Speech Move-
ment during her undergraduate days,
Goldberg had been a famously innova-
tive public school teacher, then a mem-
ber of L.Als school board, and had won
election to the council in 1993 when L.A.
and Hollywood were both at their nadir.
But as the economy began to come back,
Goldberg pushed two new mechanisms
through that which L.A’s new working
class to secure a greater, and fairer, share
of the region’s wealth. The first of these
was a living-wage ordinance, which re-
quired firms under contract to the city to
pay an hourly wage several dollars higher
than the federal minimum and to pro-
vide health insurance coverage as well—
or an hourly wage roughly a dollar higher
than that if the contractor didn’t offer the
health coverage. After lobbying her city
council colleagues for the better part of a
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year, and backed by the L.A. County Fed-
eration of Labor, which had only recently
become an election-day powerhouse,
Goldberg got the council to enact the or-
dinance by unanimous vote in 1997.
Her other idea was more Hollywood-
specific. As the economy rebounded,
Goldberg looked for a major company to
commit to a mega-development that
might begin to turn Hollywood around.
Eventually, she interested Trizec-Hahn,
one of the nation’s leading commercial
property developers and owners, in a site
at the corner of Hollywood Boulevard and
Highland Avenue, just a few blocks west
of where the sinkhole had sunk. Trizec-
Hahn proposed a major project that in-

employees would be treated well. We
wanted development, [but] we basically
decided that all boats should rise.”
Goldberg and her development aide,
Roxana Tynan, with the assistance of the
Los Angeles Alliance for a New Economy
(LAANE), the progressive policy and or-
ganizing group that had helped Goldberg
formulate and build support for the liv-
ing-wage ordinance, then initiated nego-
tiations with the developer. When they
were done, in 1998, Trizec-Hahn had
agreed that the employees of the new
hotel would work under the same con-
tract that the city’s unionized hotel work-
ers had won. (When the hotel opened,
the workers joined and the management

Community benefit agreements are a narrow attempt

to create broadly shared prosperity, at a moment when

broad attempts are beyond the horizon of the possible.

cluded a theater that would host the
Oscar ceremonies, a high-end hotel, and
some upscale retail outlets. It was the
kind of development that Hollywood had
not seen since before World War II. Gold-
berg was understandably elated. But she
wanted more.

Goldberg had two sources of leverage
over Trizec-Hahn. First, in L.As bizarrely
balkanized city government, it’s chiefly
the city council member whose approval
is decisive for the construction of any
major project in the member’s district.
Second, Hollywood had been run down
for so long that it qualified as a redevel-
opment district, enabling a developer to
qualify for tax abatements on its proper-
ties and other public subsidies from the
city’s Community Redevelopment Agency
(crA). And if Trizec-Hahn wanted Gold-
berg’s blessing and those abatements (the
city’s total investment in the project even-
tually totaled $90 million), there were
conditions she wanted it to meet.

“Prior to my coming on to the city
council,” Goldberg recalls, “the cra had
put a fortune into the New Otani Hotel
downtown, which has had continuously
terrible relations with its employees. I
was determined that if we were going to
put money into Hollywood-Highland, the

recognized the union.) The employees of
the Kodak Theater were unionized as
well. (“Nobody wanted a strike before an
awards show,” Goldberg notes dryly.)
Trizec-Hahn’s direct employees—the
parking attendants, janitors, security
guards, and gardeners—would be covered
under the city’s living-wage ordinance.
The developer also agreed to favor the
lease applications of prospective retail
tenants who pledged to provide their sales
clerks and other employees with health
insurance and a living wage. And the
company also agreed to recruit its direct
employees initially from the immediately
surrounding z1p codes, which entailed a
financial commitment on its part to pro-
vide training for many of the local hires.
In the end, 20 percent of the construction
workers who built the project and 68 per-
cent of the permanent employees at the
hotel were hired from the surrounding
z1p code. Working-class Hollywood would
have a direct share in Hollywood’s revival.

ND SO WAS BORN THE FIRST COM-

munity benefits agreement (cBA).
Hatched straight “from Jackie’s ideology,”
as Tynan recalls, the Hollywood-High-
land cBa set a template that LAANE and
various progressive officials in Los Ange-

les have expanded and refined over the
years on subsequent major projects
around town, including the Staples Cen-
ter and the surrounding development
downtown, and the expansion of LAX, the
city’s notoriously congested airport.
Under the dynamic leadership of Made-
line Janis (formerly Madeline Janis-
Aparicio), LAANE has steadily enlarged
the scope both of the cBas and the liv-
ing-wage ordinances within Southern
California. Its successes have inspired
unions and community organizations
across the nation to their own campaigns
linking growth to justice. Living wage or-
dinances have now been enacted in more
than 120 municipalities across the coun-
try, while cBAs—which now may require
developers not merely to provide decent
jobs to local residents, but to build af-
fordable housing, parks, health clinics,
and other social amenities—have been
implemented on at least 48 major proj-
ects from Seattle to Miami.

This is, of course, justice by incre-
ments, but in the absence of a federal
government interested in raising the min-
imum wage, providing health coverage
for all, or enabling workers to join unions,
incremental justice is as good as it gets.
So it falls to the states to hike the mini-
mum wage, and to more liberal cities to
enact living wage ordinances covering
employees of city contractors. And even
in a city as liberal as Los Angeles, pass-
ing an ordinance mandating cBas for
projects that aren’t recipients of city fund-
ing or redevelopment district tax abate-
ments is impossible. There are still vast
swaths of Los Angeles, in South Central
L.A. most particularly, where developers
fear to tread. The progressive leaders and
groups that require developer conces-
sions on major projects in neighborhoods
that are trending upward have shown no
desire to ask anything of a developer who
ventures into a depressed part of town to
build a store or two.

CBAs, says Cecilia Estolano, the new
executive director of L.A’s Community
Redevelopment Agency, “work best when
there is substantial agency money in-
vested, when they’re big projects, and
when they’re in hot markets or emerging
markets.” In much of Los Angeles—in
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much of urban America—none of those
conditions pertain. Which compels
LAANE, now the primary architect of
cBAs across Los Angeles, to go project
by project, creating an archipelago of de-
cent living standards in a sea of working-
class stagnation.

VEN THOUGH THEY ARE NEGOTIATED
Eon a project-by-project basis, cBAs
have become, in less than a decade, the
way that major developments get built in
Los Angeles. For one thing, while cBas
clearly impose additional costs on the de-
veloper, they also help ensure that his
project will get green-lighted. “The best
way to get our project approved is to join
with the community;” says Cliff Goldstein,
apartner in J.H. Snyder, one of Southern
California’s largest commercial develop-
ers. “Once we've crafted an agreement,
we walk hand in hand downtown to the
council. We become a formidable foe if
someone wants to make us their foe”
Since Hollywood-Highland first es-
tablished the cBa, a distinct process has
emerged on subsequent projects. One
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group—often but not always LAANE—or-
ganizes residents in the vicinity of the
proposed project, and links pre-existing
community organizations and institu-
tions with other affected parties: the
building trades unions that want to con-
struct it, the building maintenance
unions (usually, the se1U) and hotel
union (UNITE HERE) that may staff the
facilities that the project will contain, en-
vironmental organizations concerned
with the effect the project will have on
the area. The local council member may
serve as a liaison to local institutions—
community colleges, for instance—that
will be called on to offer job training to
local residents hired by the project.

The expanding scope of cBAs is appar-
ent in looking at the agreements crafted
for three major projects over the past half-
decade. In the late 1990s, two right-wing
billionaires—Rupert Murdoch and Den-
ver’s Phil Anschutz—announced that they
wished to develop the area surrounding
the Staples Center, home to the Lakers,
with luxury hotels, condos, stores, office
buildings, and theaters. A coalition of 25

community groups from the area—a
neighborhood consisting largely of des-
perately poor immigrants—already had
come together to deal with problems of
housing relocation, increased traffic and
the like. Separately, Miguel Contreras,
head of the L.A. County Federation of
Labor, entered into negotiations with the
developers on behalf of five unions that
sought to represent the parking atten-
dants and the hotel, theater, and mainte-
nance workers who’d get permanent jobs
once the project was completed, and the
building trades unions that would con-
struct it. The unions reached an accord
with the developer first, but refused to
sign it until the community groups
reached their own accord, which included
a commitment to hire half the perma-
nent employees from the neighborhood,
the set-aside of one-fifth of the new hous-
ing units for low-income residents, and
the creation of neighborhood parks. Once
these accords were reached, the city coun-
cil gave the go-ahead for the project,
which is under construction today.
LAANE crafted an even larger and
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more diverse coalition in dealing with the
proposed expansion of LAX, which had
been stymied for more than a decade
when Mayor James Hahn finally sought
council approval for the proposal shortly
after he took office in 2001. In deference
to labor’s political clout, Hahn had given
Contreras a seat on the Airport Commis-
sion, which helped ensure local hiring,
living wages and union contracts for
workers at the airport’s many concessions
and retail outlets. As well, the city com-
mitted $500 million over the next decade
to noise abatement improvements in the
schools near the airport and to air-qual-
ity improvements throughout the area.
“The muscle of the labor movement was
the linchpin” in broadening the coalition,
says LAANE’s Janis, since it was apparent
that Contreras’ commitment to a far-
reaching cBA ensured that a deal would
be struck. “It convinced the environmen-
tal movement—the Environmental De-
fense Fund, the Coalition for Clean Air,
the NRDC—to switch its approach from
suing at the back end to helping come up
with solutions at the front end”

Back in Hollywood, meanwhile, a cBa
has just been finalized for a project at the
storied but otherwise unremarkable cor-
ner of Hollywood and Vine, which will in-
clude a W Hotel, luxury and low-income
condos and apartments, and a number of
retail establishments. In addition to the
usual local hiring and living-wage stipu-
lations for the hotel workers and other de-
veloper employees, the pact calls for the
developer to set aside funds for a culinary
academy, so hotel workers can move up to
better hotel and restaurant jobs, and fund-
ing for nearby Hollywood High School to ex-
pand its performing arts magnet program.

N THE ONE HAND, THEN, THE RANGE
O of community benefits continues to
grow with the varied needs of the im-
pacted communities. On the other hand,
both in Los Angeles and in cities around
the country, the vast majority of cBAs con-
tain no genuinely enforceable language
covering the wages and benefits of work-
ers in the retail establishments that the
project owners lease. Only where the city
itself has owned the development—that is,
at the airport and at a new mixed-use proj-

ect slated for development across the
street from Frank Gehry’s Disney Concert
Hall—have retailers been required to set
pay rates in accord with the city’s living
wage ordinance. “The problem is, union-
ized supermarkets and Costco are the only
retailers to pay a living wage,” says Rox-
ana Tynan, who is now LAANE’s chief ne-
gotiator of cBas. Most cBas require the
developer to seek out retailers who will
pay such wages; the agreement at one
North Hollywood project even imposes
some manageable financial penalties on
the developer, J. H. Snyder, if it fails to
have its retailers pay a living wage to a
specified percentage of their employees.

But if cBaAs have often failed to raise
the pay levels of non-supermarket retail
workers, they have plainly boosted the
wages of the construction workers who
build the developments, the janitors who
clean them, and the workers who staff
the markets, hotels and theaters (if not
clothing stores) therein. Between 2000
and 2006, 104,000 construction jobs and
113,000 permanent jobs were covered
under cBAs, according to an estimate
from the Partnership for Working Fam-
ilies, the national coalition of local cBa
advocacy groups.

Surprisingly, perhaps, in cities where
the N1MBY (Not In My Back Yard) men-
tality has routinely blocked development,
many in the business community wel-
come the emergence of this growth-with-
justice political constellation. Economist
Jack Kyser, who as vice president of the
private Los Angeles County Economic
Development Corp. is the closest thing
the city has to a business community
spokesperson, is no fan of living-wage or-
dinances or, more generally, increased
regulations on business. He has kind
words, though, for cBas, which, he be-
lieves, often “defuse the opposition to very
high-profile projects. Purists may say this
is not the best way to go. But if you want
to get something built, especially in an
area as contentious as L.A. can be, it’s a
good way to go. You get your project, and
everybody benefits.”

The success of cBas in Los Angeles,
and the willingness of LAANE to commit
its resources to the development of kin-
dred campaigns in other cities, means that

cBas and the coalitions demanding them
have now sprung up in roughly 20 cities
across the nation. In Denver, a boomtown
with a generally liberal city government
but not much of a progressive political in-
frastructure, the Front Range Economic
Strategy Center has been able to win some
affordable housing commitments and pre-
vailing wage standards for construction
workers on certain major projects. But,
says Front UC Range President Leslie
Moody, “trying to get a living wage for re-
tail workers has been a huge frustration.”
In San Jose, the labor and economic jus-
tice movements decided to eschew specific
project agreements and, in light of the
city’s affluence and progressivism, to push
for a city ordinance mandating specified
community benefits on all projects ex-
ceeding a certain value. San Jose business,
however, has fiercely opposed the pro-
posal, and how the city council will re-
solve the question is as yet undetermined.
To some degree, of course, the scope of
a cBA is a function of the power of the
forces demanding it. It is hardly an acci-
dent that these local strategies first ap-
peared in cities with strong unions,
organized neighborhoods, and progressive
city councils. cBas are inherently a sec-
ond-choice strategy, a narrow attempt to
create broadly shared prosperity at a mo-
ment when broad attempts that rely on
state policy or large-scale unionization are
beyond the horizon of the possible. Their
limited scope nothwithstanding, they rep-
resent a considerable achievement—intel-
lectual, organizational, and political —at a
time when working-class America is oth-
erwise losing ground. And if more of
America were organized, there would be
more such local achievements, as well as
more complementary national policies.
One place where that achievement is
apparent today is Hollywood, where new
development is rampant, where the
nightlife is both safer and livelier than
it’s been in years, and where the ubiqui-
tous tourists don’t look quite as crest-
fallen as they did a decade ago when the
entire neighborhood seemed to sag. Hol-
Iywood has always believed in comebacks,
but who would have thought its own
would in part be the consequence of a
movement for economic justice? rap
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OCCUPATIONS WITH THE LARGEST PROJECTED JOB GROWTH, 2004-2014

B Medium Wage

B Low Wage

TITLE
M Retail salespersons
B Registered nurses
Postsecondary teachers
B Customer service representatives
M Janitors
B Waiters and waitresses
B Food preparation and serving workers
B Home health aides

B Nursing aides, orderlies,
and attendants

Managers

B Personal and home care aides
M School teachers
Accountants and auditors
H Office clerks
M Laborers
H Receptionists

B Landscaping and
groundskeeping workers

B Truck drivers, heavy and tractor-trailer
Computer software engineers

B Repair workers

B Medical assistants

B Executive secretaries
and administrative assistants

Sales representatives
B Carpenters
B Teacher assistants
M Child care workers
B Food preparation workers
B Maids and housekeeping cleaners
B Truck drivers, light or delivery services

Computer systems analysts

NUMBER OF JOBS

(THOUSANDS)
2004 2014
4,256 4,992
2,394 3,096
1,628 2,153
2,063 2,534
2,374 2,813
2,252 2,627
2150 2,516

624 974

1,455 1,781

1,807 2115
701 988

1,457 1,722

1176 1,440

3,138 3,401
2,430 2,678

1133 1,379

1177 1,407
1,738 1,962

460 682

1,332 1,533

387 589

1,547 1,739
1,454 1,641
1,349 1,535
1,296 1,478
1,280 1,456

889 1,064

1,422 1,587

1,042 1,206
487 640

PREDICTED GROWTH

NUMBER
736
703
524

47
440
376
367
350
325

308

287
265
264
263
248
246
230

223
222
202
202
192

187
186
183
176
175
165
164
153

PERCENT

17.3
294
32.2
22.8
18.5
16.7
171
56.0
223

17.0

41.0
18.2
224

84
10.2
21.7
19.5

12.9
484
15.2
521
124

12.9
13.8
141
13.8
19.7
1.6
15.7
314

High Wage

EDUCATION OR TRAINING NEEDED*
Short-term on-the-job training
Associate degree

Doctoral degree

Moderate-term on-the-job training
Short-term on-the-job training
Short-term on-the-job training
Short-term on-the-job training
Short-term on-the-job training

Postsecondary vocational award

Bachelor's or higher degree,
plus work experience

Short-term on-the-job training
Bachelor's degree
Bachelor's degree
Short-term on-the-job training
Short-term on-the-job training
Short-term on-the-job training

Short-term on-the-job training

Moderate-term on-the-job training
Bachelor's degree

Moderate-term on-the-job training
Moderate-term on-the-job training

Moderate-term on-the-job training

Moderate-term on-the-job training
Long-term on-the-job training
Short-term on-the-job training
Short-term on-the-job training
Short-term on-the-job training
Short-term on-the-job training
Short-term on-the-job training

Bachelor's degree

*An occupation is placed into one of 11 categories that best describes the postsecondary education or training needed by most
workers to become fully qualified. For more information about the categories, see Occupational Projections and Training Data,
2004-05 edition, Bulletin 2572 (Bureau of Labor Statistics, March 2004) and Occupational Projections and Training Data, 2006-

07 edition, Bulletin 2602 (Bureau of Labor Statistics, forthcoming).

— Source: U.S. Department of Labor, Bureau of Labor Statistics (http://www.bls.gov/emp/emptab3.htm)
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Outsourcing: Bigger Than You Thought

The outsourcing wave is about to hit the service sector. To keep good
service jobs, we need to prepare the workforce and understand the jobs.

BY ALAN S. BLINDER

HE GREAT CONSERVATIVE POLITI-
I cal philosopher Edmund Burke,
who probably would not have been
a reader of The American Prospect, once
observed, “You can never plan the future
by the past.” But when it comes to prepar-
ing the American workforce for the jobs
of the future, we may be doing just that.

For about a quarter-century, demand
for labor appears to have shifted toward
the college-educated and away from high-
school graduates and dropouts. This shift,
most economists believe, is the primary
(though not the sole) reason for rising in-
come inequality, and there is no end in
sight. Economists refer to this phenom-
enon by an antiseptic name: skill-biased
technical progress. In plain English, it
means that the labor market has turned
ferociously against the low skilled and
the uneducated.

In a progressive society, such a worri-
some social phenomenon might elicit
some strong policy responses, such as
more compensatory education, stepped-
up efforts at retraining, reinforcement
(rather than shredding) of the social
safety net, and so on. You don’t fight the
market’s valuation of skills; you try to
mitigate its more deleterious effects. We
did a bit of this in the United States in the
1990s, by raising the minimum wage and
expanding the Earned Income Tax Credit.
Combined with tight labor markets, these
measures improved things for the aver-
age worker. But in this decade, little or no
mitigation has been attempted. Social
Darwinism has come roaring back.

With one big exception: We have ex-
pended considerable efforts to keep more
young people in school longer (e.g., re-
ducing high-school dropouts and sending
more kids to college) and to improve the
quality of schooling (e.g., via charter
schools and No Child Left Behind). Suc-
cess in these domains may have been

modest, but not for lack of trying. You
don’t have to remind Americans that ed-
ucation is important; the need for educa-
tional reform is etched into the public
consciousness. Indeed, many people view
education as the silver bullet. On hearing
the question “How do we best prepare
the American workforce of the future?”
many Americans react reflexively with:
“Get more kids to study science and math,
and send more of them to college.”
Which brings me to the future. As I ar-
gued in a recent article in Foreign Affairs
magazine, the greatest problem for the next
generation of American workers may not
be lack of education, but rather “off-
shoring”—the movement of jobs overseas,
especially to countries with much lower
wages, such as India and China. Manufac-
turing jobs have been migrating overseas
for decades. But the new wave of offshoring,
of service jobs, is something different.
Traditionally, we think of service jobs
as being largely immune to foreign com-
petition. After all, you can’t get your hair
cut by a barber or your broken arm set by
a doctor in a distant land. But stunning
advances in communication technology,
plus the emergence of a vast new labor
pool in Asia and Eastern Europe, are
changing that picture radically, subject-
ing millions of presumed-safe domestic
service jobs to foreign competition. And
it is not necessary actually to move jobs
to low-wage countries in order to restrain
wage increases; the mere threat of off-
shoring can put a damper on wages.
Service-sector offshoring is a minor
phenomenon so far, Lou Dobbs notwith-
standing; probably well under 1 percent
of U.S. service jobs have been outsourced.
But I believe that service-sector off-
shoring will eventually exceed manufac-
turing-sector offshoring by a hefty
margin—for three main reasons. The first
is simple arithmetic: There are vastly

more service jobs than manufacturing
jobs in the United States (and in other
rich countries). Second, the technologi-
cal advances that have made service-
sector offshoring possible will continue
and accelerate, so the range of services
that can be moved offshore will increase
ineluctably. Third, the number of (e.g.,
Indian and Chinese) workers capable of
performing service jobs offshore seems
certain to grow, perhaps exponentially.

I do not mean to paint a bleak picture
here. Ever since Adam Smith and David
Ricardo, economists have explained and
extolled the gains in living standards that
derive from international trade. Those ar-
guments are just as valid for trade in serv-
ices as for trade in goods. There really are
net gains to the United States from ex-
panding service-sector trade with India,
China, and the rest. The offshoring prob-
lem is not about the adverse nature of
what economists call the economy’s even-
tual equilibrium. Rather, it is about the so-
called transition—the ride from here to
there. That ride, which could take a gen-
eration or more, may be bumpy. And dur-
ing the long adjustment period, many U.S.
wages could face downward pressure.

Thus far, only American manufactur-
ing workers and a few low-end service
workers (e.g., call-center operators) have
been competing, at least potentially, with
millions of people in faraway lands eager
to work for what seems a pittance by U.S.
standards. But offshoring is no longer lim-
ited to low-end service jobs. Computer
code can be written overseas and e-mailed
back to the United States. So can your tax
return and lots of legal work, provided
you do not insist on face-to-face contact
with the accountant or lawyer. In writing
and editing this article, I communicated
with the editors and staff of The American
Prospect only by telephone and e-mail.
Why couldn’t they (or I, for that matter)
have been in India? The possibilities are,
if not endless, at least vast.

HAT DISTINGUISHES THE JOBS

that cannot be offshored from the
ones that can? The crucial distinction is
not—and this is the central point of this
essay—the required levels of skill and ed-
ucation. These attributes have been crit-
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ical to labor-market success in the past,
but may be less so in the future. Instead,
the new critical distinction may be that
some services either require personal de-
livery (e.g., driving a taxi and brain sur-
gery) or are seriously degraded when
delivered electronically (e.g., college teach-
ing—at least, I hope!), while other jobs
(e.g., call centers and keyboard data entry)
are not. Call the first category personal
services and the second category imper-
sonal services. With this terminology, I
have three main points to make about
preparing our workforce for the brave,
new world of the future.

First, we need to think about, plan,
and redesign our educational system with
the crucial distinction between personal
service jobs and impersonal service jobs
in mind. Many of the impersonal service
jobs will migrate offshore, but the per-
sonal service jobs will stay here.

Second, the line that divides personal
services from impersonal services will
move in only one direction over time, as
technological progress makes it possible
to deliver an ever-increasing array of serv-
ices electronically.

Third, the novel distinction between
personal and impersonal jobs is quite dif-
ferent from, and appears essentially un-
related to, the traditional distinction
between jobs that do and do not require
high levels of education.

For example, it is easy to offshore work-
ing in a call center, typing transcripts, writ-
ing computer code, and reading X-rays.
The first two require little education; the
last two require quite a lot. On the other
hand, it is either impossible or very difficult
to offshore janitorial services, fast-food
restaurant service, college teaching, and
open-heart surgery. Again, the first two
occupations require little or no education,
while the last two require a great deal.
There seems to be little or no correlation
between educational requirements (the
old concern) and how “offshorable” jobs
are (the new one).

If so, the implications could be star-
tling. A generation from now, civil engi-
neers (who must be physically present)
may be in greater demand in the United
States than computer engineers (who
don’t). Similarly, there might be more di-

vorce lawyers (not offshorable) than tax
lawyers (partly offshorable). More imagi-
natively, electricians might earn more than
computer programmers. I am not predict-
ing any of this; lots of things influence rel-
ative demands and supplies for different
types of labor. But it all seems within the
realm of the possible as technology contin-
ues to enhance the offshorability of even
highly skilled occupations. What does
seem highly likely is that the relative de-
mand for labor in the United States will
shift away from impersonal services and
toward personal services, and this shift
will look quite different from the familiar
story of skill-biased technical progress. So
Burke’s warning is worth heeding,.

I am not suggesting that education
will become a handicap in the job mar-
ket of the future. On the contrary, to the

ods 0f 13 to 17 years and more, educators
and policy-makers need to be thinking
now about the kinds of training and skills
that will best prepare these children for
their future working lives. Specifically, it
is essential to educate America’s youth
for the jobs that will actually be available
in America 20 to 30 years from now, not
for the jobs that will have moved offshore.

Some of the personal service jobs that
will remain in the United States will be very
high-end (doctors), others will be less glam-
orous though well paid (plumbers), and
some will be “dead end” (janitor). We need
to think long and hard about the types of
skills that best prepare people to deliver
high-end personal services, and how to
teach those skills in our elementary and
high schools. I am not an education special-
ist, but it strikes me that, for example, the

The greatest problem for American workers may not be

lack of education but the movement of jobs overseas.

extent that education raises productivity
and that better-educated workers are
more adaptable and/or more creative, a
wage premium for higher education
should remain. Thus, it still makes sense
to send more of America’s youth to col-
lege. But, over the next generation, the
kind of education our young people re-
ceive may prove to be more important
than how much education they receive.
In that sense, a college degree may lose
its exalted “silver bullet” status.

Looking back over the past 25 years,
“stay in school longer” was excellent advice
for success in the labor market. But look-
ing forward over the next 25 years, more
subtle occupational advice may be needed.
“Prepare yourself for a high-end personal
service occupation that is not offshorable”
is a more nuanced message than “stay in
school.” But it may prove to be more use-
ful. And many non-offshorable jobs—such
as carpenters, electricians, and plumbers—
do not require college education.

The hard question is how to make this
more subtle advice concrete and action-
able. The children entering America’s ed-
ucational system today, at age 5, will
emerge into a very different labor market
when they leave it. Given gestation peri-

central thrust of No Child Left Behind is
pushing the nation in exactly the wrong di-
rection. I am all for accountability. But the
nation’s school system will not build the
creative, flexible, people-oriented work-
force we will need in the future by drilling
kids incessantly with rote preparation for
standardized tests in the vain hope that
they will perform as well as memory chips.

Starting in the elementary schools, we
need to develop our youngsters’ imagina-
tions and people skills as well as their
“reading, writing, and ‘rithmetic.” Remem-
ber that kindergarten grade for “works and
plays well with others”? It may become in-
creasingly important in a world of person-
ally delivered services. Such training
probably needs to be continued and made
more sophisticated in the secondary
schools, where, for example, good com-
munications skills need to be developed.

More vocational education is probably
also in order. After all, nurses, carpen-
ters, and plumbers are already scarce, and
we'll likely need more of them in the fu-
ture. Much vocational training now takes
place in community colleges; and they,
too, need to adapt their curricula to the
job market of the future.

While it is probably still true that we

THE AMERICAN PROSPECT

45



should send more kids to college and in-
crease the number who study science,
math, and engineering, we need to focus on
training more college students for the high-
end jobs that are unlikely to move offshore,
and on developing a creative workforce that
will keep America incubating and devel-
oping new processes, new products, and
entirely new industries. Offshoring is, after
all, mostly about following and copying.
American needs to lead and innovate in-
stead, just as we have in the past.

DUCATIONAL REFORM IS NOT THE

whole story, of course. I suggested at
the outset, for example, that we needed
to repair our tattered social safety net and
turn it into a retraining trampoline that
bounces displaced workers back into pro-
ductive employment. But many low-end
personal service jobs cannot be turned
into more attractive jobs simply by more
training—think about janitors, fast-food
workers, and nurse’s aides, for example.
Running a tight labor market would help
such workers, as would a higher mini-
mum wage, an expanded Earned Income

Tax Credit, universal health insurance,
and the like.

Moving up the skill ladder, employment
is concentrated in the public or quasi-
public sector in a number of service occu-
pations. Teachers and health-care workers
are two prominent examples. In such
cases, government policy can influence
wages and working conditions directly by
upgrading the structure and pay of such
jobs—developing more professional early-
childhood teachers and fewer casual day-
care workers for example—as long as the
taxpayer is willing to foot the bill. Simi-
larly, some service jobs such as registered
nurses are in short supply mainly because
we are not training enough qualified per-
sonnel. Here, too, public policy can help by
widening the pipeline to allow more work-
ers through. So there are a variety of pol-
icy levers that might do some good—if we
are willing to pull them.

But all that said, education is still the
right place to start. Indeed, it is much
more than that because the educational
system affects the entire population and
because no other institution is nearly as

important when it comes to preparing our
youth for the world of work. As the first
industrial revolution took hold, America
radically transformed (and democratized)
its educational system to meet the new
demands of an industrial society. We may
need to do something like that again.
There is a great deal at stake here. If we
get this one wrong, the next generation
will pay dearly. But if we get it (close to)
right, the gains from trade promise com-
ing generations a prosperous future.

The somewhat inchoate challenge posed
here—preparing more young Americans
for personal service jobs—brings to mind
one of my favorite Churchill quotations:
“You can always count on Americans to do
the right thing—after they've tried every-
thing else.” It is time to start trying. Tap

Alan S. Blinder is the Gordon S.
Rentschler Memorial Professor of Eco-
nomics at Princeton University. He has
served as vice chairman of the Federal
Reserve Board and was a member of
President Clinton’s original Council of
Economic Advisers.
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