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In almost every one of the leading controversies, past or present, in social

philosophy, both sides were in the right in what they affirmed, though wrong
in what they denied . . . [I]f either could have been made to take the other’s
views in addition to its own, little more would have been needed to make its

doctrine correct.

— John Stuart Mill, 1840
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EXECUTIVE SUMMARY

he 2016 election put the plight of working-class

America front and center in American politics.
A long-neglected and largely forgotten voting bloc
thought by many to be shrinking to the point of irrele-
vance suddenly mattered, nationally and in every state.
But more important even than the political conse-
quences, the campaign and what followed shone a light
on working-class communities, revealing a cluster of
problems—economic, social, health-related—that had
been festering for several decades.

Since the late 1970s and still today, working-class
Americais bearing the brunt of automation and global-
ization: entire industries are disappearing, and wages
have been flat since the 1970s. Marriage has declined
faster among the working class than in any other group,
richer or poorer. Civic institutions that once sustained
blue-collar enclaves—churches, union halls, neighbor-
hood associations, the local VFW or Lions Club—are
closing their doors or moving elsewhere. And as the
social fabric frays, a host of new problems are arising,
from opioid addiction to what Anne Case and Angus
Deaton have called “deaths of despair” caused by
drugs, alcohol or suicide and correlated with distress
and social dysfunction.

Looking back, it’s clear that we as a nation should
have seen the problem coming: the symptoms were
stark and alarming.

Still, for all the attention of the past two years,
it isn’t clear that anyone, left or right, understands
working-class America. Who makes up the working
class today? What exactly is it that ails them? Why,
unlike in so many other parts of America, do their for-
tunes seem to be declining rather than improving? And
what can government—state or federal government—
do to remedy the collapse in blue-collar communities?

The authors of this report came together in the
months after the 2016 election to develop a plan
of action. We convened a group of scholars—half
right-leaning, half left-leaning—then spent a year
considering the causes of working-class distress and
debating policy solutions. We struggled to find bipar-
tisan consensus—far from easy in a year when Amer-
ican politics were more polarized than at any time
in memory. And we have produced a set of recom-
mendations that we hope Democrats and Repub-
licans will come together to enact in Congress,
arresting the decline in working-class communi-
ties and building bridges back to opportunity in the
American mainstream.

Our definition of working class: people with at
least a high school diploma but less than a four-year
college degree living in households between the 20th
and soth income percentiles—roughly $30,000 to
$69,000 a year for a household with two adults and
one child. We include Americans of all races and
ethnicities. A laid-off factory worker in Ohio or a
Latina housekeeper in Los Angeles: when we look out
across blue-collar America, we see more similarities
than differences.

Our report begins with description: who makes
up the working class, where do they live, how much
education do they have, do they work, at what kinds
of jobs, what do they earn, how much do they own?
We also trace their growing problems—declin-
ing labor force participation, slumping marriage
rates, single-parent families, opioid deaths—and
map them.

The three chapters that follow contain our pro-
posed solutions: ideas about creating jobs, increas-
ing wages, drawing workers back into the labor force,
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revamping education and job training, bolstering
communities and strengthening families.

Among our top proposals:

= Make work pay by expanding the earned income
tax credit to cover childless workers and experi-
menting with a new wage subsidy.

= Require state and local agencies that adminis-
ter government benefits to make a priority of
getting recipients back to work.

= Strengthen work requirements for some bene-
ficiaries of means-tested government programs
so long as jobs, training, treatment slots and
other relevant services are available.

= Reform unemployment and disability insurance
to promote work.

= Reform federal education spending to fund pro-
grams that teach students, college-age and older,
the skills they need for the jobs of the future.

= Mobilize communities to make the most of
the job-creating investment we expect to be
unleashed by the Opportunity Zone provision of
the 2017 tax bill.

= Make the child and dependent care tax credit
more available to working-class families.

= Create a new federal program to monitor and
limit opioid prescriptions.

See pages 3 to 5 for a full list of recommendations for
government, business, labor, churches, civil society
and, not least, working-class communities.

Many of the initiatives we propose are expen-
sive, and we wrestled long and hard with how to pay
for them. What we finally agreed: to do no harm.
Members of our group are dismayed by the grow-
ing deficit, and we resolved we would do nothing to
make it worse. The package of solutions we propose
is budget-neutral.

Our final chapter points a way forward. We as a
nation can and must renew the social contract that
once bound us—the promise that if you worked hard
and played by the rules, you could get ahead. Gov-
ernment, business and civic institutions all played a
part in upholding the contract, and it was a two-way
street—workers, parents and others were responsible
for the choices they made about how to live their lives.
That promise is no longer true for much of the work-
ing class, and we must restore it. The policy propos-
als in this volume are a place to start—the beginning,
not the end, of what’s needed to arrest the decline in
working-class communities.



POLICY RECOMMENDATIONS

JOBS AND WAGES
Jobs

Occupational licensing. Create new causes of action
that allow workers to challenge licensing require-
ments in state or federal court. Grant states that
adopt reciprocal multistate standards safe harbor
from these challenges.

Works councils. Allow for alternative forms of
labor-management cooperation outside the confines
of traditional unions.

International trade. Combat mercantilist policies
in nations like China that prevent market access and
coerce technology transfer. Use multilateral institu-
tions to amplify these efforts.

Environmental protection. Streamline permitting
processes and reduce project-stalling litigation.

Antitrust enforcement. Consider both worker and
consumer welfare when enforcing antitrust law. Eval-
uate the effects of mergers on monopsony power in
labor markets as well as monopoly power in con-
sumer markets. Prohibit noncompete agreements for
low-wage workers.

The credential gap. Discourage employers from
demanding college degrees for jobs that do not
require them.

Monetary policy. Err on the side of tight labor
markets unless there is clear evidence of persistent
inflation.

Workers

Earned income tax credit (EITC). Expand the
EITC for single workers. Avoid penalizing beneficia-
ries who marry. Pay for the expansion with a com-
bination of new revenue and reallocation of existing
spending. Reallocate funding saved by reducing the
EITC error rate and savings that accrue to other pro-
grams if an expanded EITC spurs greater labor force
participation. Three possible ways to raise new rev-
enue: expand the number of families that pay estate
taxes, limit tax exemptions available to better-off
households or raise minimum taxes for corporations
that rely on tax havens.

Wage subsidy pilot. Experiment with more direct
ways to enhance the take-home pay of low-wage
workers, inviting states and municipalities to propose
pilot programs. Options could include worker tax
credits or subsidizing workers for each hour worked—
money added to each paycheck alongside wages
from employers.

Unemployment insurance. Strengthen incen-
tives and expectations that recipients of unem-
ployment insurance will seek new employment
quickly. Provide lump-sum payments when
claimants take a new job. Require them to pick
up benefits at unemployment offices where they
receive case management services. Lower thresh-
olds for acceptable employment after prolonged

job searches.
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Disability insurance. Review existing cases to deter-
mine if beneficiaries are still disabled. Strengthen
employer incentives to contest claims and accommo-
date workers with impairments rather than shift them
to disability programs.

Displaced workers. Rather than create programs to
support a new class of beneficiary, focus on improving
existing career education and making it more widely
available to workers thrown out of work by automa-
tion. (See chapter IV, “Education and Skills.”)
Supplemental Nutrition Assistance Program
(SNAP). Encourage states that relaxed work require-
ments during the Great Recession to reimplement
them. Ensure that programs provide the training and
support necessary to help employable beneficiaries
find and retain jobs.

Child support. Expand work programs for fathers
who owe child support, and sanction those who do
not participate, including with mandatory com-
munity service. Permit federal funding to support
these programs.

Universal basic income. Reject proposals that
provide unconditional cash payments. Universal basic
income would devalue work for individuals, under-
mine societal expectations and excuse the nation
from its obligation to create job opportunities.

Jobs of last resort. Subsidize employers who create
jobs for beneficiaries of safety-net programs, assuring
a job of last resort to any recipient willing to work.
Reject calls for a federal jobs program—a task beyond
the scope of government that would distort the
labor market.

EDUCATION AND SKILLS

New providers, new models. Encourage educa-
tional innovation focused on preparing students for
the job market. Support new delivery models, includ-
ing online and hybrid programs, competency-based

education, career academies, career pathways, early
college high schools, career and technical edu-
cation charters, apprenticeships and coops, and
midcareer upskilling.

Employers. Create new norms and expectations for
employer engagement in workforce training. More
states should broker relationships between compa-
nies and colleges. Use state perks and privileges to
encourage employers to offer training. Design state
customized training grants to prime the pump of
employer spending.

Secondary and postsecondary career education.
Double existing funding for high school and com-
munity college career education. Include dedicated
funding for internships, and reform state policy to
shield employers who hire interns from liability.
Use state funding formulas to spur community col-
leges to prioritize career education, including the
“unbundled” nondegree courses likely to appeal most
to workers who lose their jobs as a consequence of
economic change.

A training tax credit. Create a federal tax credit
modeled on the R&D tax credit to reimburse compa-
nies for 20 percent of new training offered to employ-
ees earning less than $60,000 a year.

Federal incentives for employers. Strengthen
federal mandates for employer-educator partner-
ships, and develop a metric to distinguish between
perfunctory and meaningful employer input in train-
ing programs.

Federal financial aid. Provide federal financial
aid for all career education that meets quality con-
trol standards, including short-term and nonde-
gree programs at unaccredited institutions and
options designed for older workers displaced by
new technology.

A level playing field. Target federal financial aid to
students who need it most, reallocating money cur-
rently spent on 529 education savings accounts,
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tuition tax credits and graduate student loan for-
giveness, all of which benefit primarily higher-
income students.

Quality control. Experiment with alternative accredi-
tation, including outcomes-based and industry-driven
options. Support efforts by states and the private sec-
tor to identify quality industry certifications. Add
employment outcomes metrics to state pay-for-
performance formulas.

A pay-for-performance pilot. Make a share of federal
funding for career education programs conditional on
students’ employment outcomes—jobs placements
and wages.

Data. Overturn the federal student-level data ban,
bolstering quality assurance and helping students
make better choices based on information about out-
comes, including jobs and wages.

FAMILY AND COMMUNITY

Opportunity Zones. Governors and mayors who
wish to reap the full benefit of the new investment
unleashed by federal Opportunity Zones should
incorporate the incoming funds in a broader strategy
to address social problems that private-investment
dollars are unlikely or unable to reach.

Work requirements. Our working group agrees that
assistance programs should do more to link discon-
nected workers to jobs, and most members believe
more beneficiaries should be required to take a job if
one is offered.

Family leave. Subsidize eight weeks of paid paren-
tal leave, and encourage employers to offer up to 40
weeks of unpaid time off.

Child care. Make the child and dependent care tax
credit more available to working-class families by
making it refundable—payable to even families who
do not earn enough to owe income taxes. Pay for the
expansion by capping program eligibility at $80,000
per family per year. Strengthen state certification
requirements for child care programs.

The private sector. Fund an independent non-
profit to create new standards and expectations that
employers adopt family-friendly policies and prac-
tices, including bans on unwanted overtime and
weekend work hours.

Civic institutions. Institutions, religious and secu-
lar, that work to revitalize civic life and community
engagement should reorient their programming to
more directly engage working-class communities.

Marriage and family life. Raise expectations that
young adults follow the “success sequence”—pur-
suing first postsecondary education, then full-time
work, and then marrying before having children. Most
of our group recommends that contraception be
made available and affordable to young couples not
yet ready to be parents. Most of us also favor scaling
local civic efforts to strengthen family life with public
messaging and relationship education.

Opioids. Create a federal program to monitor and
limit opioid prescriptions. Make naloxone, treatment
beds and recovery beds more readily available.






INTRODUCTION

The Founding Fathers drew heavily on Enlightenment ideas about
the social contract, and in the 250 years that followed, generations
of Americans gave meaning to the ideal. Our economics, our
politics, our communities embodied the core concept: mutual
obligation combined with mutual support. Today, that contract is
crumbling, and working-class Americans are bearing the brunt

of the collapse. The authors of this volume came together as a
bipartisan working group to propose public policy to renew the
social contract, reviving the promise of equal opportunity and

upward mobility for all Americans.






INTRODUCTION

he 2016 election put the plight of working-class

America front and center in American politics.
Candidate Donald Trump called them “forgotten
Americans” and made their concerns the first items on
his agenda. Working-class voters responded, abandon-
ing their traditional Democratic roots, and helped put
Trump over the top even in the industrial heartland
states of Michigan, Wisconsin, Ohio and Pennsylvania.

The election transformed American politics. A
long-neglected and indeed all-but-forgotten group
thought by many observers to be shrinking to the
point of irrelevance suddenly mattered, nation-
ally and in every state. Pundits on the left and right
scrambled to explain what had happened, looking
abroad and into the past for help understanding the
new populism. Democrats and Republicans hastened
to rebrand themselves, professing new loyalties and
looking for ways to reverse what no one could deny
had been decades of neglect. Even Madison Avenue
admitted it could be doing a better job, holding up a
truer mirror to America.

Still, for all the attention, even two years later, it
isn’tclear that we asanation understand working-class
America. Who makes up the working class today?
What exactly is it that ails them? Why, unlike in so
many other parts of America, do their fortunes seem
to be declining rather than improving? Do iconic
Trump voters—white, angry, conservative—speak for
all or even most of the working class? And what can
government—state or federal—do to remedy the col-
lapse in blue-collar communities? The 2016 election
was a symptom; the problem has been many decades
in the making. And the nation needs answers—better
answers that go beyond partisan politics.

A DOUBLE WHAMMY

Traditionally, and still to some extent, the work-
ing class has been distinctly different from the poor.
Their households and working lives were more stable,
their communities cohesive and self-reliant. Poverty
wasn’t unknown or ever far from the door, but there
was little intergenerational poverty.

Even today, the second tier of earners has a dis-
tinctly different profile than those on the bottom
rung. Working-class Americans are more likely than
the poor to be married.! They are less likely to live
in households where no one is working and more
likely to come from homes where at least one per-
son is employed full-time.2 And yet an ever-widening
social and economic gulf divides this America from
the more affluent, more educated middle and upper-
middle classes.

It was Charles Murray who first drew attention
to the divide in his breakthrough 2012 book, Coming
Apart: portraits of two neighborhoods, working-class
Fishtown and better-off Belmont, where marriage
rates, out-of-wedlock births, labor force participa-
tion and churchgoing, among other behaviors, were
diverging sharply.3 Three years later, Robert Putnam’s
Our Kids told much the same story, drawing on devel-
opments in his hometown, Port Clinton, Ohio—once
a cohesive and socially diverse community that had
split into two distinct enclaves where financial stress,
social isolation, engaged parenting and obesity dif-
fered dramatically on opposite sides of the tracks.4

Stanford economist Raj Chetty and colleagues
underscored these two vivid accounts with their
2014 study revealing broad variation—and again a
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The 2016 election was a symptom.
The problem has been many
decades in the making.

startling divide—in intergenerational mobility in
cities and counties across the United States. Among
the cities where opportunity was most limited: iconic
working-class communities, Milwaukee, Wisconsin
and Cleveland, Dayton and Columbus, Ohio, where
according to Chetty and his team, family, educa-
tion and social capital are far weaker than in many
middle-class communities.>

Finally, in 2015, Princeton scholars Anne Case
and Angus Deaton added a new, devastating twist to
the story with their groundbreaking study of mor-
tality rates, declining everywhere in the world and
among virtually all groups, except in the US among
middle-aged whites with only a high school diploma
or less. Far from living longer, a growing share of this
group was dying what Case and Deaton called “deaths
of despair” caused by drugs, alcohol or suicide and
correlated with distress and social dysfunction.¢

Looking back, it’s clear we should have seen the
problem coming: the symptoms were stark and
alarming. But it wasn’t until after the Trump vic-
tory that many began to piece together the causes
of working-class decline and resentment—a double
whammy of economic change and political neglect.

It’s no secret that the US is undergoing a wrench-
ing economic and social transformation. Techno-
logical change is transforming the way we live—the
ever-evolving digital economy—while globalization
has scattered industrial production and financial
activity across the world. The resulting shocks and
opportunities have been unevenly distributed. It’s
true that winners have outnumbered losers, and not
all the winners are affluent. Increased trade and tech-
nology have expanded the American middle class and
lifted millions of people around the globe out of tra-
ditional rural poverty. But that has been no solace to
those on the short end of the stick.

10

Hardest hit in the US have been workers without a
college education. Factory workers have lost millions
of jobs to automation and trade. Communities across
America—coal miners in eastern Kentucky, steel-
workers from Alabama to Indiana, factory workers in
countless small towns across the Midwest—have lost
their economic purpose and identity. People without
college degrees face falling wages and downward eco-
nomic mobility. Immigration and changing cultural
mores have added to their sense of social dislocation.
So has the decline of marriage and stable family life.
Together, these shocks have dashed working Ameri-
cans’ traditional optimism, leading many to drop out
of the labor market and lose faith in the norms that
once moored their communities.

The impact of economic change would alone have
been a devastating blow. But it has been compounded
in recent decades by the unraveling of the nation’s
social contract. Right and left, rich and poor, urban
and rural, Americans have sometimes seen the con-
tract from different angles, emphasizing different ele-
ments or interpreting it differently. Still, it bound us,
underpinning broad upward mobility and buoying all
Americans’ belief in the promise of equal opportunity.

Business, government, unions, churches, civil soci-
ety and popular culture all played a part in upholding
and reinforcing the contract. It was the time-honored
secret of American capitalism. If you worked hard
and played by the rules, you could get ahead. Work-
ers had a stake in their company’s success—in quality
and innovation and competitiveness. And companies
had a stake in their workers’ well-being—as workers
and, in many cases, as customers. Unions checked the
power of corporations, negotiating collective bargain-
ing agreements that improved wages, working con-
ditions and job security, while companies with deep
roots in local communities assumed responsibil-
ity for workers’ health and retirement benefits along
with wages.

Add a range of government benefits: universal pub-
lic education, Social Security, the GI bill, wage and
labor laws, and public support for homeownership.
Insulation from external pressures helped reinforce
America’s cohesion. In the decades after World War II,
there was little international economic competition
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or immigration, either of which might have made it
harder to sustain the contract. The happy result: a
large, property-owning middle class, shared prosper-
ity, social stability and a widespread belief that a rising
tide would lift all boats.

Today, all that is history. The great economic
and social upheavals of the last five decades have
shredded the social contract. Working-class Amer-
icans have borne the brunt of the change while
the political establishment looked the other way
and, if anything, seemed to put its thumb on the
scale in favor of every group except those with
moderate incomes.

Many blue-collar Americans believe the govern-
ment is helping everyone but them. The white work-
ing class, once the mainstay of the Democratic Party,
looks back on the War on Poverty as the first step ina
long fall from favor. The perceived betrayal continued
through the 1960s and ’70s, as economic dislocation
began to erode workers” way of life but national sym-
pathy focused on minorities, women, the gay com-
munity and other “victims,” some worse off than the
working class but others much more affluent.” Rightly
or wrongly, many working-class people begrudge the
money Washington spends on antipoverty programs,
which they believe reward idle and irresponsible
behavior.8 Others chafe at affirmative action, which
they feel tips the scales against them when they apply
for jobs and college admissions.

The that
working-class problems are paltry and often all but

government  programs address
invisible to the people theyre intended to help.
Washington spends $9.5 billion a year on the public
workforce system designed to help low-income and
displaced workers find jobs—compared to $122 billion
on federal financial aid for college students, much of
it targeted at middle- and upper-middle-class families.9
Trade Adjustment Assistance for people thrown out of
work by globalization is, if anything, less equal to the
challenge: it’s budgeted at just $800 million a year.1°
An array of tax provisions benefit more afflu-
ent Americans while doing little for the work-
ing class. federal
totaling $540 billion subsidized personal sav-
ings, retirement accounts, higher education and

In 2013, tax expenditures

11

homeownership—and according to one estimate by
the advocacy group Prosperity Now, the bottom 60
percent of Americans received just 10 to 15 percent of
these benefits.1!

Even private investment increasingly favors
the better off. According to one estimate, in 2016,
75 percent of all US venture capital flowed to just three
states—California, New York and Massachusetts.
From 2010 to 2014, five metro areas were responsi-
ble for half of successful business startups, and 73 of
3,000 counties generated half the job growth. The
rest of America, including much of the working class,
languished in distressed communities, where employ-
ment, income and business growth lagged well behind
national averages.

Many blue-collar Americans believe
the government is helping everyone
but them.

No wonder many working Americans feel the eco-
nomic game is rigged against them. Meanwhile, pop-
ulist movements like the Tea Party have done little to
awaken the nation’s conscience or spur us into action.
Now nearly a decade old, the Tea Party revolt and the
reaction that followed have transformed American
politics, producing endless angry rhetoric on both
sides of the partisan divide but not much in the way
of remedies for a struggling working class.

The decline in working-class communities is
not all attributable to other people. Choices matter
too—choices about school and work and marriage
and drugs. And many working Americans have been
making the wrong choices. Still, there can be no deny-
ing the lack of attention and empathy from the rest of
us, and working people aren’t wrong: far too many of
society’s benefits flow to communities that are either
richer or poorer than they are.

The working class is angry—for good reason.
But anger is not a solution. And two years after the
Trump victory, the nation is still short on solutions
for working-class Americans.
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A BIPARTISAN WORKING GROUP

The authors of this report came together in the
months after Trump’s election to develop a bipartisan
plan of action.

Our approach was modeled on that of a similar
bipartisan group convened in 2014 by the American
Enterprise Institute and the Brookings Institution to
craft a set of solutions for Americans living in poverty—
the bottom income quintile.!3 Like that project, we
convened a group of scholars—half right-leaning, half
left-leaning—then spent just over a year considering
the causes of what ails the working class and debating
policy solutions. Like that group, we struggled to find
bipartisan consensus—far from easy in a year when
American politics were more polarized than at any time
in living memory. And like that group, we have pro-
duced a set of recommendations we hope Democrats
and Republicans will come together to enact in Con-
gress, arresting the decline in working-class commu-
nities and building bridges back to opportunity in the
American mainstream.

In some ways, our job was harder than that of
the first AEI-Brookings working group. Unlike the
poorest of the poor, the working class has not been
much studied in recent decades. Far less is known
about its problems. There’s no long history of public
policy trial and error to learn from. Even who should
be considered working class was an open question:
how big and how diverse a group?

The definition we settled on: people with at least
a high school diploma but less than a four-year
college degree living in households between the 2oth
and soth income percentiles—roughly $30,000 to
$69,000 a year for a household with two adults and
one child.

Choices matter too—choices about
school and work and marriage

and drugs.

We had no trouble agreeing that we wanted to
find solutions for working Americans of all races
and ethnicities. The white working-class voters who
rallied behind Donald Trump are top of mind for many
Americans. The Rust Belt and Appalachia have been
hit hard by globalization, and working-class decline
has been especially pronounced in those communi-
ties. But when we look out across blue-collar Amer-
ica, we see more similarities than differences.

Alaid-off factory worker in Ohio struggling to make
do on a service-sector salary faces many of the same
problems as a Latina housekeeper whose father came
from Mexico to pick grapes in California. Their tra-
jectories are different, and polling shows that immi-
grants and their children tend to be more hopeful
than working-class whites.!4 But odds are both house-
keeper and factoryworker struggle to make ends meet.
Both worry about how to give their kids a decent edu-
cation. Neither is sure how to navigate the changing
economy or the future of work. And our group agreed
that we needed to find answers that work for both of
them—and a range of other working-class Americans.

Before we began to deliberate about policy, we
sought to establish some agreed-upon facts about
the working class. We commissioned four studies: a
demographic profile of working Americans, a study
of changing marriage rates and childbearing among
blue-collar families, a closer look at working-class
educational attainment and an exploration of
working-class reliance on government programs.!s All
four studies are publicly available, and we have drawn
on them in this report.

We also traveled together as a group on a site visit
to the Ohio River Valley—the Louisville metro area
and southern Indiana. The goal of the trip was to sup-
plement our reading and conversations with two days
of experience on the ground—meeting with work-
ers laid off in a plant closing, participating in a group
session at an opioid clinic and visiting a cutting-
edge manufacturing training program at a local com-
munity college.

The hallmark of our group is the diversity of
our perspectives and experiences. Some of us
have worked for or advised Republican lawmakers;
others have served under Democrats. Some identify as
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conservatives, others as progressives and still others
as centrist or nonpartisan. We view the world through
many different professional prisms: economics, poli-
tics, psychology, sociology, urban studies. And as con-
servatives and progressives, we came to the plight of
the working class with different assumptions about
the root cause—is it economics or culture?

This is an age-old debate between left and right.
The left says poverty—inner-city poverty and
working-class poverty—is mostly about economics.
The right says culture plays at least as central a role.

No one in our group is so ideological as to think
it’s possible to completely separate one set of causes
from the other. The nuanced version of the progres-
sive view holds that the problem begins with eco-
nomics—growing income inequality, disappearing
jobs, stagnant wages, downward mobility—which
then triggers a broad array of cultural consequences,
including weaker families and fragmenting communi-
ties. Nuanced conservatives do not deny that the US
is undergoing a historic economic transformation.
But they tend to see economic effects as secondary,
exacerbating but not causing a more fundamental
weakening of social norms—that able-bodied men
should work, that they are responsible for providing
for their families, that couples should marry before
having children.

This divide could have stymied our group, thwart-
ing any effort to come to consensus.

Instead, we think it may have been our greatest
asset. Our diagnosis of what ails the working class
draws on both culture and economics. Jobs are disap-
pearing and millions of men are dropping out of the
labor force. Wages are stagnating, workers are aging
and the design of social programs like disability insur-
ance is encouraging dependency. Our remedies, too,
address both culture and economics and the many,
complicated ways they interact.

The common ground we found isn’t just a lowest
common denominator. Our deliberations were more
than horse trading: “I'll concede this if you concede
that.” As in the earlier AEI-Brookings working group,
our recommendations are grounded in common
values—values born of an understanding that culture
and economics cannot be separated.
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OUR SHARED PRINCIPLES

The recommendations in this report—some three
dozen detailed policy prescriptions—stand on a foun-
dation of principle: a few common tenets that seem
undeniable to all of us.

A renewed social contract. America needs to
reimagine and reinvigorate the old social contract.
Working-class voters aren’t wrong: the status quo is
rigged against them. Far too many benefits—wage
gains, tax breaks, private investment—flow to others
and have for more than half a century.

The disparity goes beyond economics. Once upon
atime, Midwestern steel mills were the nation’s proud
economic engine, and the workers who manned the
furnaces were America’s heroes. Today, many mills
are burnt-out shells—the empty centers of dying
cities. As the plants closed, the nation’s respect and
empathy evaporated, and now, if we think about them
at all, many see these former heroes as backward
and “deplorable.”

A renewed contract would spread government
benefits more equally—with tax breaks, infrastruc-
ture investment and funding for education, including
more varied educational options. It would put alter-
natives to traditional academic learning—job training
and career education—on a par with college. It would
equip working Americans with the skills they need to
compete in the knowledge economy and take advan-
tage of new opportunities.

Looking ahead, it would make a renewed com-
mitment to workers who are laid off when tech-
nology wipes out their jobs and destroys the
value of their experience and expertise. It would
make provision for the growing number of work-
ers employed freelance, part-time or on contract—
so-called “contingent workers.” And it would spread
private investment more equitably across the coun-
try, launching businesses and creating jobs in a
broader range of communities—inner cities, urban
peripheries, old industrial centers, small towns and
rural areas.
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A renewal of norms. Like any bargain, the social
contract is a two-way street, and the plight of the
working class will not be reversed without changes
on both sides—with public benefits and oppor-
personal responsibility. What
afflicts working-class Americans goes beyond eco-

tunities comes
nomic change and failed public policy. Blue-collar
men and women have agency, and they bear some
responsibility for the situations in which they
find themselves.

The change that’s needed starts with a renewal
that the able-bodied should work,
that parents have a responsibility to provide for

of norms:

their children, that relying on government ben-
efits is a last resort, that drug addiction is a bad
choice for anyone and unacceptable for parents of
young children.

The rest of us can provide new opportunities.
We can work to seed new civic institutions in crum-
bling communities. We can bring people together
and provide incentives. But in the end, there will
be no renewal unless more working-class Amer-
icans begin to make different choices about how
to live their lives. Neither jobs nor work nor
skills are enough without a social underpinning:
strong families, vibrant communities, self-reliance
and a renewed sense of responsibility to family
and community.

The centrality of work. The most important pro-
vision of the social contract is work: the opportu-
nity for meaningful, rewarding work and the norm
that healthy adults who aren’t taking care of children
should engage in work.

Work is vital for many reasons. It’s a way to provide
for yourself and your family. It helps grow the econ-
omy. For most people, it’s more satisfying than almost
any other activity, including consumption. And it’s
character-forming—a first good choice that usually
leads to other good choices and essential values like
purpose, diligence, responsibility and self-reliance.

Members of our group agree that little would do
more to help working-class Americans than enabling
more people to get and hold jobs.
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Economic growth is a core element of the rem-
edy—robust growth and full employment. Work
should pay, and full-time work should bring eco-
nomic security. Skills matter: the biggest difference
between the struggling working class and the next
tier up is education and skills. And policies that dis-
courage work or workforce participation should
be reformed.

Traditionally, left and right tend to champion dif-
ferent parts of this agenda. Members of our group
agree that all are indispensable: a growing economy,
skills and labor force participation.

New expectations of employers. There were many
parties to the old social contract, few as important as
private-sector employers, many if not most of whom
have traditionally felt a sense of responsibility for
their employees and the communities in which their
companies were located. Today, that kind of concern
seems almost quaint—so rare that such companies
stand out as notable exceptions.

Our group is troubled by the new indifference;
we believe it must change. Government alone
cannot uphold society’s end of the bargain. Ulti-
mately, we cannot hope to renew the social contract
without employers.

What’s needed starts with decent wages and work-
ing conditions. As important is job training—con-
tinuing, lifelong job training—and not just for the
educated, middle-class employees who receive the
lion’s share of employer-provided training today. Our
group would like to see more companies treat their
contingent workers fairly, providing them with ade-
quate employment benefits. Even national and mul-
tinational companies should care about the places
where they do business and the health of the commu-
nities where their workers and customers live.

The challenge ahead: how will employers treat
employees as automation and artificial intelligence
transform the economy? Employers cannot be
expected to battle the new technology or hide from
it, but they can try to take employees into account
as they make decisions about the inevitable changes
to come.
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Members of our group were divided about just
how policy should encourage the private sector to
take these and other steps. Some wanted mandates
and penalties; others argued for encouragement and
incentives, including tax incentives. It should not be
difficult, some maintained, to persuade companies—
after all, many if not most of these measures are in
their self-interest. Where we all agreed: any and all
policy reform should be coupled with new expecta-
tions—a new national expectation that employers
should carry a larger share of the load.

Do no harm. Restoring upward mobility for work-
ing Americans is no small undertaking. Many of the
initiatives our group considered would be expen-
sive: a new wage subsidy, expanded federal financial
aid, tax incentives for responsible employers, subsi-
dized child care and more. Our group wrestled long
and hard with how to pay for our proposals. Some
members argued forcibly for increased taxes; others
were adamantly opposed. Still others hesitated to
address cost; they felt we should focus on developing
the best remedies, regardless of the price tag.

We finally agreed to do no harm. Years of irre-
sponsible spending by both political parties have
landed the nation deeply in debt. The next gen-
eration faces a grim fiscal future. Working-class
Americans will likely be among those hardest hit
as essential expenditures and servicing the debt
gobble up available funds, leaving little even for
basic services.

Dismayed by this prospect, members of our group
resolved we would do nothing to add to the deficit.
This often tied our hands. Many of us would have
liked a bolder, more radical set of recommendations.
But in the current fiscal circumstances, we felt that
was irresponsible, and we agreed that the initiatives
we propose should be budget-neutral.

Our group’s costliest proposals are to expand the
earned income tax credit (EITC), provide Pell Grants
for career education, subsidize paid parental leave
and make the child and dependent care tax credit
available to working-class parents currently unable to
take advantage of it.
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We agreed to fund these priorities with a combi-
nation of strategies: raising new revenue, reallocat-
ing existing spending and repurposing programs that
benefit primarily the middle and upper-middle class,
reorienting funding to help those who need it most.

The most important provision of the

social contract is work.

Today, the primary beneficiaries of the child
and dependent care tax credit are households with
incomes above $100,000. We propose capping eli-
gibility at $80,000 and making the credit refund-
able—payable even to families that don’t earn enough
to owe income taxes. Likewise, we propose funding
Pell Grants for career education and training—for
college-age students and workers displaced by eco-
nomic change—by reallocating money currently
spent on 529 education savings accounts, tuition tax
credits and graduate student loans. All of these sub-
sidies benefit primarily higher-income students or
those who could be equally well served by private
lenders. Funds for expanding the EITC would come
in part from reducing the error and fraud that plague
the program.

Along with these savings, we propose raising
new revenue—whenever possible, by taxing those
on the winning side of growing economic inequal-
ity or those who benefited most from the expen-
sive tax cuts of 2017. We propose enacting one of
three possible tax increases: expanding the number
of families that pay estate taxes, limiting tax deduc-
tions available to better-off households or rais-
ing minimum taxes for corporations that rely on
tax havens.

It wasn’t easy to reach a compromise on how to
pay for our proposals. No one in our group is happy
with all the options we recommend, and we recog-
nize it will not be easy for the nation to rebalance
spending more equitably. But no one benefits from
policy that cannot be implemented for lack of funding.
Our group wrestled with the trade-offs of reordering
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priorities and reallocating resources because we felt it
was imperative—part of remedying decades of neglect
and renewing the social contract with working-class
Americans. We hope our work can provide a model
for other bipartisan fiscal compromises in years
to come.

OUR LEADING PROPOSALS

Not surprisingly, progressives and conservatives in
our group were sharply divided about the role that
government—particularly, federal
should play in restoring opportunity for working-class
Americans. Some called for large-scale federal inter-

government—

ventions: increased revenue and spending and dra-
matic changes to the tax structure. Others argued that
people closest to a problem generally know best how
to solve it—and that government spending will not
cure much of what ails working-class communities.

We never fully resolved these differences; our rec-
ommendations represent an uneasy truce. But in the
end, we agreed strongly on two counts.

First, we do not endorse two increasingly pop-
ular, sweeping reforms that many in the political
class believe would help working Americans: free
college and universal basic income. We believe that
making college free for all students would offer
needless savings to upper-middle-class families
instead of targeting federal aid to those who need
help the most, including the working class. As for
universal basic income, we believe programs that
provide unconditional cash payments devalue work
and excuse the nation from its obligation to create
job opportunities.

Second, no matter how we view new large-scale fed-
eral spending, we agree that the battle to provide more
opportunity must be fought on many fronts. Much of
what needs fixing falls to employers. Also critical: more
even economic growth. Revitalizing civic institutions is a
job for people at ground level; members of each commu-
nity must come together and resolve to rebuild or replace
decaying supports. Most challenging, the hard work of
rekindling social norms must be done by working-class
families themselves. There is little government can do.
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Our group’s policy recommendations reflect this
compromise: more federal intervention than some of
us were comfortable with and less than others would
have liked.

A thread running through our major proposals:
getting people back to work and increasing wages—
with job growth, wage supports, work requirements,
more readily available job training and the renewal
of communities that provide a social underpinning
for workers.

Expanded EITC. Members of our group agree that
work should pay, and full-time work should pay
enough to support a decent way of life. The EITC
is designed to supplement wages for less-skilled,
lower-paying jobs, but childless working adults are all
but excluded from the program. There is broad bipar-
tisan backing for increasing the credit available to
workers without children. Presidents Bill Clinton and
Barack Obama and Speaker of the House Paul Ryan
all floated plans. What stymied them: the cost. We
endorse the concept and consider taking it one step
further, reforming the way the benefit is calculated
so as not to penalize or discourage marriage. We also
propose a funding offset that we believe can break the
political logjam, opening the way to bipartisan enact-
ment of the EITC for childless workers.

A wage subsidy pilot. Effective as it is, the EITC does
not always work as intended, and we encourage law-
makers to experiment with an alternative approach,
either a worker tax credit or a more direct wage sub-
sidy that low-wage workers receive in their paychecks
rather than as a lump sum at tax time. Such a program
would be costly, and we suggest starting with a pilot
in a few states or metropolitan areas.

Work requirements and jobs of last resort. A top
priority for our group is reversing the decline in work
among blue-collar men. Higher wages would likely
draw many back into the labor market, but some
may also need a nudge from public policy. Our group
agreed unanimously that public assistance programs
should do more to link disconnected workers to jobs.



INTRODUCTION

Most members of the group also want to strengthen
Supplemental Nutrition Assistance Program (SNAP)
work requirements that were relaxed during the Great
Recession and permit state agencies to reduce assis-
tance to beneficiaries who are offered jobs and choose
not to take them. In cases where no job is available,
the state would be permitted to create incentives for
the private sector to provide one. No one’s benefits
would be reduced if no job were available.

Reforms to unemployment and disability insur-
ance. Our group agrees that existing unemploy-
ment and disability insurance programs create
the wrong incentives for Americans thrown out of
work, encouraging many to stay on the rolls as long
as possible—sometimes, in the case of disabil-
ity insurance, for the rest of their lives. We recom-
mend strengthening incentives and expectations
that claimants seek new employment and also
encouraging employers to accommodate physi-
cally challenged workers rather than write them off
as unemployable.

Federal financial aid for career education. Today,
federal financial aid targets mostly traditional aca-
demic education at the expense of programs that
teach students, college-age and older, the skills they
need to succeed in the workplace. We recommend
righting this imbalance, making grants and loans
available for a much broader range of career educa-
tion, including short-term and nondegree programs
at unaccredited institutions.

This is not a reform that can be implemented imme-
diately nationwide: it must be accompanied by effec-
tive quality control, and we as a nation don’t yet have
the means to guarantee quality on that scale. Our group
recommends moving forward with several promising
experiments in quality assurance, including a federal
pay-for-performance pilot that funds training at pro-
grams with good employment outcomes. We propose
paying for what could eventually be a significant expan-
sion of federal financial aid—especially if large numbers
of displaced workers enroll in training programs—by
ending education tax credits for the upper-middle class
and loan forgiveness for graduate students.
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Bolstering Opportunity Zones. A little-noticed
provision of the 2017 Tax Cuts and Jobs Act
rewards investors who put capital to work in areas,
labeled Opportunity Zones, struggling with pov-
erty or sluggish job growth. This new financing,
which may be significant, will likely create jobs for
working Americans.

But private investment alone can do little to
address the social problems and human capital defi-
cits that often prevent workers from taking advan-
tage of opportunity. Governors and mayors who wish
to reap the full benefit of Opportunity Zone invest-
ment must incorporate incoming funding in a broader
strategy, eliminating local impediments to growth,
marshaling additional resources and addressing
problems that investment dollars are unlikely or
unable to reach. We propose a number of strategies
for communities to consider.

These recommendations do not exhaust our pro-
posals. On the contrary, these are just six of several
dozen. Find the full list on pages 3 to 5 and in the
chapters that follow.

We listened and negotiated and
ultimately compromised with

one another.

OMITTED ISSUES

Our recommendations address three broad areas
where members of our group agreed the nation can
do most to help working-class Americans: jobs and
wages, education and skills, family and community.
We set aside other issues we saw as less relevant—
important in their own right, but not, we felt, central
to our project—or on which we were unable to reach
consensus.

We do not discuss race. Our definition of work-
ing class encompasses all races and ethnicities, and
though color often compounds the problems we
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address, we decided it was beyond our scope. We take
no position on the Affordable Care Act or the 2017
tax overhaul—also, we felt, beyond our remit. We set
aside immigration.

Many working Americans blame immigrants for
what’s wrong in their communities. The political
rise of the working class has been accompanied by
growing anti-immigrant sentiment, and conventional
wisdom holds that immigration has contributed to
stagnant wages and declining employment in
blue-collar communities. In fact, the research is
mixed.’6 Some studies find that immigration has
reduced wages for less-educated workers; others
show small or positive effects for those with a high
school diploma. A better case can be made that the
easy availability of immigrant labor has allowed the
nation to avoid facing the problems of less-skilled
native-born workers.17

But our group agreed: the perception that immi-
gration is responsible for what ails the working class
is mistaken. The causes—and remedies—are far
more complex. The aim of our project is to tackle
those problems, and we felt it was unnecessary to
address immigration to propose solutions for the
working class.
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BIPARTISAN AGREEMENT

Our bipartisan working group offers the recom-
mendations that follow. This doesn’t mean each of
us agrees with every claim or supports every pol-
icy proposal. But we put them forward as a pack-
age—we believe the components fit together as a
package. We all agree that the nation must take vig-
orous action to restore upward mobility for working-
class Americans.

America is increasingly polarized along party lines.
Washington is close to paralyzed. Many on the right
and left no longer agree even about facts, and differ-
ent factions prioritize different essential American
values, picking and choosing from what was once
regarded as a universal creed. Our working group is
determined to resist this division and the logic behind
it—that left and right can never see eye to eye. We
still believe it’s possible for conservatives and pro-
gressives to cooperate.

Over the past year, we listened and negotiated
and ultimately compromised with one another
to create a plan that we believe is the best way
forward. All members of our group stand by our
report because we believe it will begin to rem-
edy years of neglect and increase opportunity for
working Americans.
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The working class looks very different today than it did just
60 years ago. Factories have closed, work has changed, and
the iconic blue-collar communities of the 1940s and *50s
have all but disappeared. Yet most Americans know very little
about the world that has replaced them. Who makes up the
working class today? What exactly is it that ails them? Why,
unlike in so many other parts of America, do their fortunes
seem to be declining rather than improving? Our group began
by establishing a set of agreed-upon facts—the foundation on

which we built our policy recommendations.
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ike many analysts, we think the working class is
L in trouble—not deep trouble, but trouble enough.
As we will lay out in some detail, these signs of trouble
include economic stagnation; reduced levels of work;
declining marriage rates; increasing rates of childbear-
ing outside marriage; physical and behavioral health
issues, including addiction and suicide; and other
symptoms of what Anne Case and Angus Deaton of
Princeton call “cultural despair.”8
In this chapter, we review these signs of trou-
ble. Each of the chapters that follow examines a dif-
ferent aspect of the state of the working class and
proposes solutions that hold promise. The rec-
ommendations we offer are backed by empiri-
cal evidence and political consensus within our
group. In this chapter, we focus our attention on
describing the problems and not how they might
be solved.

DEFINITION AND DEMOGRAPHIC
CHARACTERISTICS

We define the working class as adults between the
ages of 25 and 64, with household income between
the 20oth percentile (around $30,435 for a house-
hold containing a married couple with one child
in 2016) and the s5oth percentile ($69,254), with
a high school degree or more, but less than a
four-year college degree.’® Under our definition,
there are 15.8 million working-class households;
they contain approximately 29 million adults and
9 million children.
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Racial and ethnic composition

The racial/ethnic composition of the working class has
undergone striking changes over recent decades. The
most important change is that the percentage of the
working class that is white has dropped by just under
25 percent—from 83.3 percent in 1981 to 58.6 percent
today. This sharp decline is accounted for by a large
increase in the percentage of working-class Hispan-
ics and blacks, the Hispanic share more than tripling
from a mere 5.1 percent to 18.3 percent, and the black
share increasing from 12.3 percent to 17.1 percent.

Figure 1 shows the growing representation of His-
panics and blacks in the working class over these
years and the declining representation of whites.
Such increasing diversity in the ranks of the work-
ing class is the result primarily of overall increases in
the Hispanic population in the United States rather
than a reduced probability that whites will end up
in the working class. In the US as a whole, whites
account for 76.6 percent of the population, blacks for
13.4 percent, Hispanics for 18.1 percent and Asians for
5.8 percent.2©

The percentage of the working
class that is white has dropped
from 83.3 percent in 1981 to
58.6 percent today.
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Figure 1. Working class by race, 1981-2016
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Figure 2. Highest level of educational attainment among the working class, 1992-2016
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Education and skills

Education has long been seen as the way to get ahead
in America. There is a new and growing understand-
ing, however, that attending a traditional, academic
four-year college does not increase economic oppor-
tunity for all working-class young people. Ameri-
cans report increasing pessimism about the value
of college. In a recent survey conducted by the Pub-
lic Religion Research Institute and the Atlantic, just
44 percent of those in the white working class said
they believed that a college education is a smart
investment in the future. Even more notable,
54 percent think it is “a gamble that may not pay off.”2!

Too many students from working-class fami-
lies who start college do not finish, and many of
them are left struggling to pay off their college loan
debt. Even those who finish often have trouble pay-
ing off their loans. Whether we can help all mem-
bers of the working class secure decent jobs or
assist those who have lost their jobs by encouraging
them to attend a four-year college is an increasingly
open question.

But the data also indicate that the noncollege path-
way as it currently exists is an inadequate substitute.
We need new ideas. In chapter IV, we develop this
argument further and propose alternative and less
risky paths to success in the labor market for young
people in the working class.

Fifty-four percent of the working class have just
a high school diploma, while 29 percent have some
college but no degree (figure 2). The remaining
17 percent have a two-year associate degree. But this
summary of the working class’s education credentials
misses two important trends.

First, the share of the working class with just a
high school degree has been falling since 1992. Over
this period, the share of the working class that has
achieved only a high school diploma declined by 12.8
percentage points, from 66.6 percent to 53.8 percent.

Second, a major reason the percentage of the work-
ing class with only a high school degree has declined
is that young people seem to understand that they
need more education to be competitive in the labor
market. Rooney Columbus, formerly of AEI, recently
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examined data from the Adult Training and Educa-
tion Survey (ATES) and found that in 2016 nearly
32 percent of the working class reported having some
form of nondegree credential, many of which can pay
off in the labor market.22

There are four main forms of postsecondary, non-
degree credentials: certificates granted by an educa-
tional institution like a community college; licenses,
often issued by state or local government; profes-
sional certifications awarded by industry groups
that qualify individuals to perform a specific job;
and journeyman certificates signaling completion of
apprenticeships that provide extensive training and
on-the-job experience in learning a trade. The ATES
survey lumps licenses and certifications in one cat-
egory. According to Columbus’s analysis (figure 3),
about 16 percent of the working class has some form
of subbaccalaureate certificate from a community
college, and nearly 22 percent report having a profes-
sional certification or license. Only a little more than
1 percent of the working class has participated in an
apprenticeship program.

Beyond the specific types of awards, interviewers
also ask about the field of study in which individu-
als hold credentials (figure 4). The most common
fields of study among all adults age 25-64 are
health (30 percent), followed by business/finance
(16 percent), teaching (15 percent), the skilled trades
(14 percent) and public and social services (14 per-
cent). Compared to all adults, the working class has
notably higher rates of credentials in health, the
trades and personal care (38 percent, 19 percent
and 12 percent, respectively), while credentials in
teaching are less common, at 2 percent. Individuals
without a four-year degree who outearn the working
class tend to hold qualifications in the skilled trades;
science, technology, engineering and math (STEM);
and business/finance. These estimates are only cor-
relational, but they suggest that if more of the work-
ing class were to attain credentials and certificates
in the skilled trades, STEM and business or finance,
their incomes might be higher.
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Figure 3. Types of nondegree postsecondary credentials among the working class, 2016
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Figure 4. Field of study of work credential, 2016
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ECONOMIC WELL-BEING

Wage and salary income

Nothing tells us more about the changing position of
the working class in America today than its shifting
economic circumstances. In what follows, we often
compare the working class with the 50 percent of the
income distribution above them and the 20 percent
below them to demonstrate both their absolute and
relative position.

The most important indicator of economic
well-being is individual wage and salary income.
(Note that individual wage and salary income differs
from the household income we use to define mem-
bership in the working class.) As shown in figure 5,
the 50 percent of the income distribution above the
working class enjoyed a substantial increase in wage
and salary income over the entire period from 1979
to 2016. Their average salary and wages rose from
$46,267 to $69,695 over these years, an increase of
nearly 51 percent. Most of this progress took place

before the recession of 2001 and virtually all of it
before the Great Recession began in 2007.

The growth of wage and salary income for the
working class and the bottom 20 percent was small
compared with this substantial rise for those in the
top half of the distribution. For the working class, the
rise was from $24,283 to $27,200, about 12 percent.
Almost all of this increase took place before 2000,
and wages have stagnated since. The rise for the
bottom 20 percent was more than 38 percent, but
that’s in large part because the initial level—$9,343—
was so low. Both the absolute level of earnings and the
rise over the past 36 years have been minimal for the
working class.

Wage and salary stagnation everywhere but at the
top reflects, in part, an unanticipated shift of national
income away from labor (figure 6). Economists long
believed that labor’s share would remain constant at
slightly less than two-thirds of GDP. But early in the
21st century, for reasons that are not fully understood,
labor’s share began a steady slide that bottomed out
at 56 percent in 2015 before recovering slightly in
recent years.

Figure 5. Average wage and salary income of the working class and bottom 20 percent and

top 50 percent of earners, 1979-2016
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Our group believes that both the absolute level
of working-class income and its relatively sluggish
growth over the past three-plus decades support the
widespread view that stagnant incomes have played
a role in exacerbating working-class discontent.
The working class sees those above them doing bet-
ter and better, and they wonder why they have been
stuck for more than three decades. In addition, many
in the working class believe that poorer families on
welfare are getting a free ride. Numerous studies
show that welfare programs have become more effec-
tive and that many in the bottom 20 percent are better
off because of welfare programs, especially programs
such as the earned income tax credit that supplement
low earnings.23

This descriptive chapter of our report and the
more interpretive chapters that follow will show that
other problems have developed along with stagnant
or declining wages. There is a kind of dance between
income and other factors such as changes in family

composition, health problems and drug use, which
often work together to produce additional lousy out-
comes. Separating these factors is difficult, but there
can be no question that stagnating and declining
income plays a major role. Later sections of this chap-
ter explore further how the dance works.

Consumption expenditures compared
with income

As recent literature has shown, income is not always
the best indicator of the resources available to a
household or family. Consumption, defined as what
a household spends on goods and services, may be a
better measure of well-being. We use Bureau of Labor
Statistics tables of consumer expenditure data to
explore consumption trends among the working class

(figure 7).

Figure 6. Labor’s share of output in the nonfarm business sector, 1947-2016
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Figure 7. Income versus consumption, 20th-50th percentile of pretax household
income, 1984 and 2016

$40000

§39,168

$36,246
$33000

$36,000

S34000 §33,934
$32,192
$32000

$30000

$28000 ——
1984 2016

[7 Average annual household income I Average annual consumption

Note: Approximations for 20th and 50th percentiles made for 1984 based on population sizes of consumer units. Dollar figures adjusted by the CPI-U-RS to
2016 levels.
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tion,” Consumer Expenditure Survey, 2016; and BLS, table 2, “Income Before Taxes: Average Annual Expenditures and Characteristics,” Consumer Expenditure
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Figure 8. Receipt of various public benefits by working class and bottom 20 percent and top 50
percent of earners, 2014
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In most years, individuals who fall in the 20th and
soth percentile of pretax household income (which
includes the entire working class as our group defines
it) spend considerably more than their income. In
2016, the average working-class consumer spent
about 15 percent more than their household earned.
That gap has been consistent as far back as 1984. Thus,
stagnant incomes among the working class have been
mirrored by stagnant consumption, although con-
sumption has been consistently higher.

Public benefits

Means-tested public benefits are an important source
of income for many American families. But according
to a study conducted by Angela Rachidi of AEI, the
working class draws much less of its income from
public benefits than the bottom 20 percent (figure 8).
Two means-tested programs that do provide substan-
tial benefits to the working class are Medicaid health
insurance and food stamps (SNAP); about 16 percent
of members of the working class receive one of these
two benefits.

Also important to the working class are disability
payments. There are two major disability programs:
Social Security Disability Insurance (SSDI), an insur-
ance program that’s part of the Social Security system,
and Supplemental Security Income (SSI), a welfare
program. Among other benefits, both provide a size-
able cash income supplement to people with verified
disabilities. Enrollment in both programs increased
substantially beginning roughly in the 1980s, causing
concern that many people, especially males (see the
data on dropping out of the workforce summarized
in the “Employment” section in this chapter), were
using the benefits to support themselves while they
left the workforce.24 Researchers all along the political
spectrum are concerned about the problem, but there
is little agreement on either diagnosis or solutions.?s

Surprisingly, in 2014, the increase in the rolls
stopped and even reversed. By May 2018, the
SSDI rolls had fallen from more than 11 million to
10.3 million. Economists and policy thinkers aren’t sure
why; no convincing explanation has yet been proposed.
Perhaps the reasons will become clearer in months
ahead, but we still don’t know how to help disabled
adults stay in the labor force and out of dependency.

Figure 9. Homeownership for working class and bottom 20 percent and top 50 percent of earners,

1980, 1990, 2000, 2003, 2006, 2010, 2016
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Wealth

The wealth of those with incomes that place them
in the working class has declined sharply in recent
years. After reaching a high of $50,700 (in real 2016
dollars) in 2001, median net worth for families at the
20th—4oth income percentiles tumbled to $23,100 in
2013 and has increased only modestly in the past few
years to $32,300, a level markedly below those that
persisted throughout the 1990s and early 2000s.26

A large part of this decline for the working class
is associated with a fall in homeownership and in
the value of homes (figure 9). For most low- and
moderate-income families, including those in the
working class, all or nearly all of their wealth is the net
worth of their home—the potential sales price minus
the balance on their mortgage. According to 2017 data
from the American Community Survey, homeowner-
ship declined somewhat after the recession of 2001
and then even more after the Great Recession, drop-
ping below 60 percent among members of the work-
ing class for the first time in 2016. By comparison, in
1980, 68 percent of the working class owned homes.
The Federal Reserve Board’s Survey of Consumer
Finances confirms that the value held in primary res-
idences sank during the Great Recession and has yet
to recover, especially for those near the bottom of the
income distribution.??

Wealth is not much discussed in media coverage of
the impacts of the Great Recession or the plight of the
working class, but losing their nest egg can have both
afinancial and psychological impact on these families,
especially if their nest egg is their home. And for those
approaching retirement age, the consequences can be
especially distressing.

Employment

Members of the working class, especially men, have
been less likely to work in recent decades than in the
past. Figures 10 and 11 present employment rates
for men (figure 10) and women (figure 11) between
1980 and 2016—for the working class, the top
50 percent and the bottom 20 percent of Americans.

31

Across the three groups, the less affluent the men
were, the more their employment rates dropped.
The decline for the top 50 percent was 3.1 percent;
for those with working-class incomes, it was 9.2 per-
cent; and for those in the bottom 20 percent, it was
21 percent. Most of the decline in employment for the
bottom 20 percent and the working class took place
following the recession of 2001, while the rest took
place following the Great Recession.

The employment rates of women are more encour-
aging but nonetheless leave plenty of reason for con-
cern. At their peak before the 2001 recession, the
employment of all three income groups, especially the
bottom 20 percent, increased. Over the entire 36-year
period from 1980 to 2016, which included the two
recessions at the beginning of the 21st century—2001
and 2007-09—employment among working-class
women increased by 11.7 percent, while employment
among women in the bottom 20 percent increased
by 20 percent and employment among women in the
top 50 percent increased by 21 percent. Women in the
top half of the distribution suffered almost no decline
in employment as a result of the Great Recession,
despite its severity. Women in the other two groups
and all three male groups, by contrast, suffered nega-
tive impacts from both 21st-century recessions.

This employment decline and modest recov-
ery—for women in the working class and the bottom
20 percent—is an issue of concern, especially after
the strong increase in women’s employment in the
previous four decades. The decline in work among
American women is an outlier compared to other
Organisation for Economic Co-operation and Devel-
opment countries.?® Many members of the working
class live in female-headed families, and if this trend
continues, many households may continue to struggle
economically despite anyone’s best efforts.

We think of recessions as a time of rising unem-
ployment followed by a rising economy and a return
to work, but this is not the way the labor market has
been working in recent years. The Great Recession
of 2007-2009 seemed to lead many workers, espe-
cially men, to leave the economy on a permanent
basis.29 According to research by Robert Shapiro,
workers with at least a high school degree but less
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than a four-year degree (many of whom are mem-
bers of the working class as our group defines it)
saw a net loss of three million jobs between January
2008 and January 2013.3° Between 2013 and 2017, the
economy added only 2.3 million jobs for those with a
high school diploma but without a four-year degree,
leaving these workers about 700,000 jobs short of a
full recovery.

Many in the working class are indeed dropping out
of the labor force, albeit at a more moderate rate than
workers below them in the bottom 20 percent. Many

in the working class lost their jobs during the reces-
sions of the early 21st century, and although some
returned to work as the economy recovered, the group
as a whole did not make up its losses. In the wake
of each of the two recessions, the employment-to-
population ratio has recovered only partially. The
net loss of employment for men was about 3 percent
in the 2001 recession, while the net loss during the
Great Recession was about 6 percent. The figures
were similar for women. These trends are of consid-
erable concern.

Figure 10. Employment-to-population ratio, men, 1980-2016
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Figure 11. Employment-to-population ratio, women, 1980-2016
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Figure 12. Reasons given for nonwork by prime-age individuals in working class and bottom 20 percent
and top 50 percent of earners who did not hold a job for at least one week in any given month, 2013
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Poor and working-class men and women have suf-
fered a double blow in the past three or four decades.
First, their absolute income, already low, was stag-
nant or declining during and immediately after the
recessionary periods. Second, their work rates weak-
ened, albeit modestly for women both in the working
class and the bottom 20 percent. For men, the work
rate problem appears to be more serious and may
be lasting.

What could be keeping so many men and a consid-
erable number of women out of the labor force? The
most straightforward way to determine the barriers to
work is to ask people why they are not working. The
Census Bureau’s Survey of Income and Program Par-
ticipation (SIPP) did this for its 2014 survey (which
records responses for calendar year 2013).

Figure 12 depicts the responses of prime-age men
and women. The most frequently cited reasons, espe-
cially among the working class, are chronic health
conditions and needing to take care of children
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or other persons. Close behind is inability to find
work. The rest—temporary injury, temporary illness,
retired, going to school, on layoff and not interested
in work—trail the top three reasons by wide margins.

The connection between income and health issues
is nothing new—workers have been saying this for a
long time. Nonetheless, the degree to which workers
today say chronic conditions are interfering with work
could be a major concern. Perhaps the greatest threat
is that individuals with mild disabilities but who have
other labor market issues will leave the labor market
to qualify for SSI or SSDI and live on benefits rather
than earnings. These individuals tend to stay out of
the labor market permanently, a development that
is troubling for both the individuals and the federal
budget. Several proposals circulating in the nation’s
capital endeavor to address this issue, and a few that
aim to help young adults with modest disabilities have
been tested.3!
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Other explanations and consequences of
economic changes

There are many other potential explanations for these
economic changes. Most analysts agree that what ails
the working class goes beyond economics—beyond
earnings and work rates. In the section that follows,
we examine some of the other potential causes of
their declining circumstances. Later chapters exam-
ine these causes in more depth and propose solutions.

Occupation/sectoral employment. The jobs held by
the working class look different today than 20 or 30
years ago, raising troubling questions about whether
these occupations and industries—the old and the
new—will be viable over the long term in the increas-
ingly automated world of work.

Tabulations from the Current Population Sur-
vey show that the five most common occupations
reported among the working class are office and
administrative support, sales and related occupations,
transportation and material moving, production, and
construction and extraction. Together, these account
for just over half of all jobs held by the working class
(table 1), and between 2006 and 2010, all experienced
declines of greater than 6 percent. Construction and
extraction jobs, production, and transportation and
material moving occupations lost the most, plummet-
ing by 24 percent, 19.5 percent and 13 percent, respec-
tively.3> Production occupations are expected to fall
further between 2016 and 2026, and many other tra-
ditional working-class occupations are expected to
experience below-average growth.

Also in flux—along with the jobs held by
working-class men and women—the economic
sectors that matter most to the economy are chang-
ing, and the two trends may well be linked. Thus, for
example, the decline in labor force participation rates
may trace back in part to the shrinking of the man-
ufacturing sector, especially if laid off and dislocated
workers do not receive appropriate training or are
unwilling to accept new jobs that offer lower pay.33
This may be particularly true in local labor markets
hard hit by recent changes in trade flows.34
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The sectors that employ the largest numbers of
working-class men and women are the retail trade;
manufacturing; arts, entertainment, recreation,
accommodations and food services; transporta-
tion and warehousing; and construction industries.
Together these sectors make up just under half of
total employment, with retail trades and manufactur-
ing accounting for just over and just under 9 percent,
respectively. Yet many of these industries have expe-
rienced substantial employment declines in recent
years. Between 2000 and 2017, for example, manufac-

turing employment fell by 5.5 million jobs.35

Unions. One of the most notable work-related
changes in the past three decades has been the
decline of unions (figure 13). Through the 20th cen-
tury, many if not most workers looked to unions to
represent their interests, and the labor movement has
a long history of improving wages and working con-
ditions. In 1983, union membership among wage and
salary workers stood at 20.1 percent. But it has since
fallen dramatically to 10.7 percent in 2017.36

This secular decline has not bypassed any group.
Since 1990, union membership has fallen in all three
wage groups—top, bottom and working class—
with the most dramatic effects on the working class
and those in the top 50 percent. Today, just 11 per-
cent of the working class are union members, down
from about 17 percent. Among the top 50 percent
of earners, union membership has declined from
24 percent to 15 percent.

Scheduling and on-call work. For at least some
members of the working class, the nature of work
has changed. On-call work—days and hours in which
workers are not at a work location but are on standby
until called to work—and temporary positions
have become more and more prevalent. Between
2001 and 2015, on-call work positions rose from
10.1 percent to 15.8 percent of jobs, and the trend has
affected some groups of Americans more dramatically
than others. According to Lawrence Katz and Alan
Krueger, the probability of being an on-call worker
spikes as income rises from the 4oth to the 6oth per-
centile, while the probability of being a temporary
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help agency worker spikes between the 2oth and 4oth
percentiles—and a large share of these workers fall in
our group’s definition of the working class.37

Opioids. In 2016, drug overdoses were the lead-
ing cause of death among Americans under age
50.3% According to Krueger, almost half of prime-age
men not in the labor force take pain medicine daily,
and of those, two-thirds use prescriptions to gain
access to the drugs.39 This suggests that at least
one-third are gaining access by sharing, stealing or
obtaining prescription medicines by some other
illicit means. Furthermore, according to Krueger’s
calculations, as much as 20 percent of the decline in
labor force participation of prime-age men between
1999 and 2015, and 25 percent for women, could be
accounted for by the increase in opioid use. As Case
and Deaton show, the human costs of opioid addic-
tion are hard to calculate but are likely very large.4°

Lack of jobs. Among working-class individuals not in
the labor force, approximately 7.3 percent report that
the reason they are not in the labor force is because
they are unable to find work. These findings appear
to confirm a theory, commonly called “hysteresis,”
increasingly popular since the Great Recession, that
persistent slack in the labor market may itself lead to
long-term declines in employment.4! The theory stip-
ulates that unemployment and underemployment for
a sustained period of time can lead to a deterioration
in worker skills, tepid skill growth through underin-
vestment in education and training, and a subsequent
severing of workers’ attachment to the labor market.
According to Jared Bernstein of the Center on Bud-
get and Policy Priorities, “The US job market has been
slack about 70 percent of the quarters since 1980,
compared to just about a third of the quarters from
1949-1980.”4> And this slack has statistically signifi-
cant negative impacts on real wages and incomes that
disproportionately fall on those between the 2o0th and
soth wage percentiles. It is easy enough to understand

Table 1. Top 10 most common types of jobs held by the working class and the overall population

TYPES OF JOBS WORKING CLASS OVERALL ADULT PERCENTAGE POINT
POPULATION DIFFERENCE

None reported 214 22.1 4.7
Office and administrative support 1.0 8.9 2.1
Sales and related 13 11 0.3
Transportation and material moving 12 4.1 2.9
Production 6.6 4.1 19
Construction and extraction 04 43 1.1
Health care support 5.2 3.3 2.0
Food preparation and serving-related 4.1 3.2 15
Management 4.3 95 -5.1
Building and grounds cleaning

and maintenance 4.2 3.0 11
Personal care and service 3.8 26 12

Source: Authors’ calculations from the Current Population Survey.
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Figure 13. Union membership of the working class and bottom 20 percent and top 50 percent of

salary and wage workers, 1990-2016
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that increased long-term absence from employment
can lead to a permanent exit from the labor market.

Child care and care of other relatives. Among
workers who dropped out of the labor force, nearly
30 percent say the main reason is that they have
trouble finding affordable child care or care for other
dependent people in their households. One poten-
tial policy solution, increasingly popular across the
political spectrum, is paid family leave and more gen-
erous support for child care. Experts and members
of the working class agree inadequate leave policies
and unaffordable child care appear to be a barrier
to work.

Cultural norms. The increasing availability of leisure
and entertainment may have changed the culture
surrounding work. Research conducted by Nicholas
Eberstadt on time use by what economists call “inac-
tive men”—those who have dropped out of the labor
force—suggests that they have a different attitude
toward leisure than “active men,” those with a job or
looking for a job.43 Inactive men spend more time—
approximately two more hours a day—socializing,
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relaxing and engaging in leisure than unemployed
men, who by definition are not employed but are
looking for work. A substantial portion of the differ-
ence comes from watching TV and movies.

FAMILY COMPOSITION

Along with the major economic changes that have
hit the working class in recent decades have come
equally dramatic changes in family composition. This
is a more contentious topic than economics, but there
can be no doubt—working-class families are chang-
ing, and not for the better.

Marriage rates

Marriage rates have been declining across all
three groups of Americans—top, bottom and
working-class—for four decades, and the rate for
the working class has declined more than the other
two groups (figure 14). Thus, the marriage rate for
the top half of the distribution has fallen by about
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13 percentage points, from 79.3 percent in 1981 to
66.4 percent today. The rate for the working class
has dropped by around 22 percentage points, from
74.3 percent to 52.0 percentage points today. For the
bottom 20 percent of the population, the rate has
fallen by about 12 percentage points, from 53.0 per-
cent to 40.6 percent.

Strikingly, in 1980, people in the working class were
almost as likely to be married as those at the top of the
distribution—the rates were about 74 percent and 79,
respectively, with the bottom 20 percent more than
20 percentage points below the working class. But in
subsequent years, the erosion of marriage was most
pronounced in the working class. The rate dropped
by nearly 10 percentage points more for the working
class than it dropped among the bottom 20 percent,
and today only about half of working-class adults are
married. In their marital behavior, the working class is
becoming more and more like the bottom fifth of the
income distribution.

The decline of marriage among working-class
parents makes financial instability and downward
mobility more likely. The poverty rate among single
mothers with children tends to be about five times

as high as the rate among married couples.44 In 2016,
for example, the poverty rate among families headed
by single mothers was nearly 41 percent, while the
poverty rate among families headed by married
couples was less than 9 percent. It follows that as
more and more working-class parents fail to form or
maintain two-parent families, their poverty rate inev-
itably rises. In addition, most researchers observe,
married-couple families provide a better child-rearing
environment than single-parent families, so an
increase in the share of any group that is headed by
single parents could have a troubling impact on the
prospects for their children in the next generation.4s

Nonmarital births

An inevitable consequence of a drop in marriage rates
is an increase in nonmarital births. Even if marriage
declines, sex among teens and young adults has not
declined, or at least not declined by much. Nonmari-
tal births, about 60 percent of which are unintended,
occur disproportionately to poor and working-class
families.4 Among children less than one year old

Figure 14. Marriage rates for the working class and bottom 20 percent and top 50 percent, 1980-2017
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Figure 15. Family structure of all mothers with children under 18 for mothers with various
levels of income
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Figure 16. Family structure of white mothers with children under age 18
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Figure 17. Family structure of black mothers with children under age 18
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Figure 18. Family structure of Hispanic mothers with children under age 18
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living with at least one parent in 2015, 64 percent
of those living in a poor household were born out-
side marriage; 36 percent living in working-class
households were born outside marriage; and only
13 percent living in middle- or upper-class house-
holds were born outside marriage.47 The 2017 Annual
Social and Economic Supplement of the Current Pop-
ulation Survey shows that working-class mothers are
far less likely to be married than those in the upper
50 percent of income. Breaking down family struc-
ture by socioeconomic status reveals that the family
structure of the working class more closely resembles
that of the bottom 20 percent than that of the top
50 percent.

This trend persists across working-class mothers
of all racial groups (see figures 15-18), underscoring
the unique challenge family composition poses to
the working class as a whole. That said, cohabitation
as opposed to marriage or solo parenting is far more
common among the white working class than other
racial groups with a similar socioeconomic profile.

As this report points out in the chapter on
working-class families and communities (chapter
V), the prevalence of single-parent homes poses a
number of concerns, including the effects of unsta-
ble family structure on children and the communi-
ties they live in. Particularly worrisome is the share of
working-class families having kids in cohabiting rela-
tionships—elevated rates of cohabitation are what
sets the working class apart.

Researchers are just beginning to understand
the impacts of cohabitation, but early studies sug-
gest that it may pose unique problems for children
and families. Cohabiting relationships are less sta-
ble than married-couple relationships, and family
living arrangements in cohabiting households are
more subject to change. These less-stable environ-
ments are associated with poorer outcomes for chil-
dren.48 Research suggests that children raised in a
single-parent household are more likely to develop
behavioral problems, use drugs and engage in
criminal activity.49
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COMMUNITY AND CIVIC ENGAGEMENT

Still another cause for significant concern is the
deterioration of civic institutions in many Amer-
ican communities—working-class and other—
and the fraying of the social fabric that implies.5°
This decline may have an especially deleterious
impact on working-class individuals and families.
In this section, we examine some of the changes
for which there is good evidence and that are
widely thought to contribute to the decline of the
working class.

The role of faith in working-class families is
well-documented. As Robert Jones, the CEO of the
polling firm PPRI, has explained it, “Churches have
served, for most of the nation’s life, as pipelines to all
kinds of civic engagement—and not just because they
hand out voter-registration cards or have them in the
lobby. We actually see a link between all kinds of civic
activity and church activity.”s! Yet, participation in
this once-central institution has declined greatly, with
weekly church attendance falling from 40 percent in
the 1970s to 28 percent in the 2000s among those
with a high school degree or some college (figure 19).

Mirroring this decline in churchgoing, the working
class is also participating less actively in other civic
institutions (figure 20). According to a PPRI survey,
white working-class Americans, which they define as
people without a college degree who are paid by the
hour or the job, have lower rates of participation in
sports teams, book clubs and neighborhood associa-
tions than their more-educated peers (30 percent to
49 percent).52 Our definition of working class includes
people from all races without bachelor’s degrees, and
among them too, rates of civic engagement—partici-
pation in service, school or community associations,
or recreational or religious organizations—are all dis-
tressingly low and more like rates for low-income
than high-income adults. According to data from the
Civic Engagement Supplement to the Current Popula-
tion Survey, no more than 15 percent of working-class
men and women participate annually in any of
these activities.

These low rates of participation in civil society
can be especially harmful in the face of economic
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Figure 19. Share of adults age 25-60 who attend church nearly every week or more, by
education and decade
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Source: General Social Surveys, 1972-78 and 2000-08, as cited in Wilcox and Wang, The Marriage Divide.

Figure 20. Participation in selected civic activities in the past 12 months, 2013
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Source: Current Population Survey, Civic Engagement Supplement, November 2013.
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instability and insecurity. As factory jobs disappear,
many in the working class are losing not just a pay-
check but also the supports and social fabric that once
provided their identity and helped them understand
their place in the world.

GEOGRAPHIC ISOLATION AND
CONCENTRATED DYSFUNCTION

Many if not most of the problems described in this
chapter are not spread evenly across the country; they
are concentrated and most acute in areas where the
working class lives. Opioid abuse and family breakups
are particularly acute in working-class communities,
as is lack of access to educational institutions.

Where the working class lives

The American Community Survey tells us that the
working class lives clustered in a few parts of the
country (figure 21). States where the working class
accounts for a large share of the population include
broad swaths of the Rust Belt and Midwest (Indiana,
Iowa, Kansas, Michigan, Missouri, Nebraska, Ohio,
Oklahoma and Wisconsin), the South (Alabama,
Arkansas, Florida, Georgia, Kentucky, Mississippi,
North Carolina, South Carolina, Tennessee, Texas
and West Virginia) and West (Arizona, Idaho, Mon-
tana, Nevada, New Mexico, North Dakota, Oregon,
South Dakota, Utah, Washington and Wyoming).

Could something be happening in these communi-
ties—a self-reinforcing dynamic of some kind—that
leads the problems we have discussed in this chapter
to build on and even trigger each other? New research
suggests these communities may suffer from a deficit
of social capital.

Social capital is the networks of relationships
among people who live and work in a community—
networks that enable that community to function
effectively. It is thought to have many dimensions:
family unity, community health, civic and religious
institutions, and volunteerism, among others.
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The new study, written by economist Scott
Winship for the Congressional Joint Economic Com-
mittee, examines the geography of social capital, first
developing a set of place-based variables assessing
various dimensions of social capital and then com-
bining them into a single measure for each county in
the United States (figure 22).53 Winship’s conclusion:
there is “something corresponding with the health of
associational life or the ‘stock’ of social capital in dif-
ferent places” that varies from place to place and has
an important effect on people’s lives.54

Winship’s results align well with previous research
on social capital. Perhaps the best-known previous
research is the social index Robert Putnam developed
in his widely respected 2000 book, Bowling Alone.ss
Putnam’s book and his index are nearly two decades
older than Winship’s work, and the two studies fea-
ture different measures. But both rate many of the
same states as having the highest social capital. The
five top states in the Joint Committee’s index are
ranked third, fourth, eighth, eleventh and fourteenth
by Putnam’s index.

Winship’s concerns also align closely with the eco-
nomic and social outcomes most policymakers seek
to influence. The Joint Committee study includes an
extensive table showing the correlation between its
59 state-level benchmarks and composite index scores
and traditional state and federal policy concerns such
as employment, income, poverty, inequality, mobility
and education. All in all, it makes a persuasive case for
the importance of social capital—the argument that
something in the social relationships in a community
influences important social and economic outcomes.

Our conclusion is that the work on social capital
is in its infancy. However, the underlying concept—
that there is something in the social relationships
within a community that influences important social
and economic outcomes—is a topic that greatly
interests policymakers and that could eventually
lead to more robust solutions than we now have to
the problems of the working class examined in this
report. We turn now to an analysis of the solutions
that our group thinks would be effective and enjoy
bipartisan support.
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Figure 21. Share of the working class living in small geographic areas (PUMAs), 2011-2015
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Note: Public Use Microdata Areas (PUMAs) are small geographies that contain about 100,000 persons each and may be smaller or larger than counties depending
on the particular density of an area.
Source: Author's calculations from 2011-2015 American Community Survey data.

Figure 22. County-level social capital index scores
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Source: Social Capital Project, The Geography of Social Gapital in America, April 2018, 24, https://www.lee.senate.gov/public/ _cache/files/
dab4fdb7-3b2e-40d4-b9e3-07001b81ec31/the-geography-of-social-capital.pdf.
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|Il. MAPPING THE WORKING CLASS

Few of the problems described in this volume are spread evenly

across America; most are concentrated in a few areas—in many

cases, the same few areas. The nation’s towns and cities are more
socially segregated than in the past. Many working-class enclaves are
geographically isolated. The human networks that once bound them
are disintegrating—and this erosion of social capital is opening the way
to a host of other ills. Our group mapped the symptoms of working-
class decline: men who have dropped out of the labor force, slumping
marriage rates, single-parent families, opioid deaths. The overlap is

stark and deeply distressing.
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ike politics, class is often local—shaped by geogra-
L phy along with income and education. This chap-
ter looks at the geography of the working class, using
a series of maps to shed additional light on blue-collar
enclaves and how they do and do not differ from other
parts of America. We explore two issues: first, who
falls into our group’s definition of working class and
where they live, then the challenges facing them and
their communities.

The first maps in the chapter tease out different
dimensions of our definition of working class and
the subcategories within it—education, income, race
and ethnicity. There is no agreed-upon definition of
the working class. Many researchers and journalists
use a simple educational metric: Americans with less
than a four-year college degree. Others use an income
cutoff—$50,000 or $60,000 a year. Still others add
occupation: people, for example, who are paid by the
hour or the job. Our working group decided that both
education and income were relevant, and in this chap-
ter, we use maps to explore how these two dimen-
sions do and do not overlap.
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A second set of maps plots the challenges that
increasingly affect the working class—falling labor
force participation, declining marriage rates and drug
overdoses, among others. We map these challenges
for all Americans, rich, poor and working class, and
we suggest that readers compare across maps, juxta-
posing each set of problems with where the working
class lives. How closely, for example, do drug over-
doses correlate with working-class communities? As
a comparison of figure 23 and figure 31 shows, Ameri-
cans in every income bracket are suffering from drug
overdoses, but the problem is concentrated dispro-
portionately in working-class enclaves.

Unlike some other researchers who have mapped
opportunity in America—Raj Chetty of Stanford,
Scott Winship at the Congressional Joint Economic
Committee, the Economic Innovation Group—
we propose no new indices or new composite met-
rics. We have included several of those sophisticated
depictions at the end of the chapter. Our maps are
simpler: some basic attributes of the group we’re
studying. But we believe they paint a picture—some-
times a surprising picture—of who the working class
is today and how it is changing.



1. WHERE DOES THE WORKING CLASS LIVE?

Many Americans still think of the working class as concentrated in the Rust Belt—the industrial heartland stretching
from Wisconsin and Michigan down through Ohio and Pennsylvania. If that was ever true, it is no longer true today. Many
working-class people live in the Midwest, and many Michigan counties, for example, are still heavily working class. But so
are many Maine, Florida, Oregon, Idaho, Nebraska, Utah, Arizona and New Mexico counties. The Acela corridor—Bos-
ton to Washington, DC—and the California coast are among the least working-class regions of the country. But the national
map can be misleading: some cities that have a low concentration overall have dense working-class enclaves in their

outer suburbs.

Figure 23. Working-class population (share of county population)

WORKING CLASS POPULATION
.
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Note: Working class is defined as working age, 25 to 64 years old, with an income between the 20th and 50th income percentiles and at least a high school diploma but no four-year
college degree.
Source: American Community Survey 2011-2015 five-year sample.
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2. LOW-INCOME AND LESS-EDUCATED AMERICANS

Most Americans believe education is the best path to upward mobility—a way for even the poorest children to catch up with
those born in better circumstances. In fact, the map of low educational attainment lines up very closely with a map of low- to
moderate-income Americans. It’s not a perfect fit: the two maps are not identical. But the overlap suggests that relatively few
young people are able to use education as a ladder out of poverty or the working class. Our group’s definition of working class
combines these two dimensions—low to moderate income and low educational attainment. So, not surprisingly, the national pat-
terns in figures 24 and 25 align closely with figure 23, our map of where the working class as we define it lives.

Figure 24. Income between 20th and 50th percentile (share of county population)
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Source: American Community Survey 2012-2016 five-year sample.
Figure 25. High school graduates without a bachelor’s degree (share of county population)
HIGH SCHOOL & NO BACHELOR'S
. .
DENVER CHICAGD

HOUSTON WASHINGTON, DG NEW YORK

Ve
")

Source: American Community Survey 2012-2016 five-year sample.
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MAPS BELOW AND OPPOSITE

3. RACE AND ETHNICITY

The racial and ethnic composition of the working class has undergone striking changes in recent decades—changes that largely
parallel changes in the US population. In 1981, 83 percent of the working class was white. Today, the figure is just 59 percent, a
considerably smaller share than the 77 percent of the US population who are white. Hispanics make up 18 percent of the working
class (and 18 percent of the US population); blacks account for 12 percent of the working class (and 13 percent of the population).

Not surprisingly, the face of the working class varies from state to state. Compare Maine to Florida, or West Virginia to Texas.
But notice also a few unexpected things. In almost no state is the working class entirely white: Hispanics and Asians as well as
blacks figure in the mix virtually everywhere.

Figure 26. Working-class population by race and ethnicity (by state)
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Note: The shades of gray on the map reflect state population. The slices of the circles are percentages.
Source: American Community Survey 2012-2016 five-year sample.
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4. MANUFACTURING JOBS

Over the past three decades, US manufacturing employment has fallen by nearly one-third; between 2000 and 2017, some
5.5 million manufacturing jobs disappeared. Manufacturing jobs are changing—many require more skill than in the past—and they
are moving to new places, often out of big cities to blue-collar suburbs. Manufacturing is still heavily concentrated in the eastern
half of the US, and there is still some overlap between manufacturing employment and where the working class lives. But many
heavily working-class enclaves have little if any manufacturing.

Figure 27. Manufacturing employment (share of county population)
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Source: The Equality of Opportunity Project—data from Raj Chetty and Nathaniel Hendren, The Effects of Neighborhoods on Intergenerational Mobility, online data
table 4, “Complete County-Level Dataset: Causal Effects and Covariates,” 2017, http://www.equality-of-opportunity.org/data/.

5. WHO IS WORKING OR LOOKING FOR WORK?

Labor force participation has dropped dramatically over the past four decades, with employment among men aged 25 to 54 in all
income groups slumping from 95 percent in 1968 to just 85 percent in 2017. Not all of this dropout corresponds to where the work-
ing class lives, but the overlap is troubling. Look at eastern Kentucky, for example, or Arkansas, Arizona, northern Michigan and the
west coast of Florida. Overall, the pattern is similar to the map of working-class communities. And many of the hardest-working
parts of America have relatively small working-class populations—Ilook at the Acela corridor.

Figure 28. Labor force participation (by county)
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Note: The labor force participation rate is the percentage of the civilian noninstitutional population 16 years and older who are working or actively looking for work.
Source: Chetty and Hendren, online data table 4.
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6. MARRIAGE

Marriage has declined dramatically in working-class communities since the 1970s, far more dramatically than among the
middle and upper-middle classes or among the poor. But the erosion of marriage does not seem to be as clearly correlated with
working-class concentration as some other variables. For example, marriage still looks strong up and down the Intermountain
West, particularly in western Utah, southern Idaho and Oregon—all working-class strongholds.

Figure 29. Married adults (share of county population)
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Source: Chetty and Hendren, online data table 4.
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1. SINGLE MOTHERHOOD

Single parenthood is rising in working-class communities, with more than one-third of working-class children now born out of
wedlock. But the distribution of single mothers corresponds even less closely than marriage to where the working class lives. Com-
pare figure 30 to figure 23. Overall, this map shows a different pattern than the map of working-class communities. Families are
indeed in trouble in many working-class enclaves, but not everywhere.

Figure 30. Single motherhood (share of county population)
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Source: Chetty and Hendren, online data table 4.

8. DRUG DEATHS

The opioid epidemic is ravaging communities across America—rich, poor, and working class—with drug overdoses now the
leading cause of death among adults under 50. But as this map shows, the damage is much worse in working-class enclaves. Com-
pare the overall patterns in figure 23 and figure 31. Some places where the overlap is most striking: Michigan, Ohio, Kentucky, Ten-
nessee, Arkansas, Missouri and Oklahoma. Also New Mexico, Arizona, western Utah, parts of Maine and much of Florida.

Figure 31. Drug overdose deaths (per 100k people, by county)
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Source: Centers for Disease Control and Prevention, National Center for Health Statistics, “Drug Poisoning Mortality in the United States, 1999-2016," County Estimates, https://www.cdc.
gov/nchs/data-visualization/drug-poisoning-mortality/.
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9. RELIGION

Religious observance in working-class communities has declined precipitously in recent decades, falling from 40 percent in the
1970s to 28 percent in the 2000s. But as a comparison of figure 23 and figure 32 shows, the decline of religion is not a uniquely or
particularly working-class phenomenon. There is some overlap—look at the Rust Belt—but also strong exceptions, including in
the Intermountain West.

Figure 32. Religious population (share of county population)
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Note: Chetty's team defines “religious adherents” as members of a congregation and their children, as well as the estimated number of other participants who are not considered members
of a congregation. Source: Chetty and Hendren, online data table 4.

10. UPWARD MOBILITY

In 2014, Stanford economist Raj Chetty and colleagues published a now-classic study revealing broad variation in intergenerational
mobility in communities across the US. The overall pattern depicted in their map is somewhat different than the pattern in the
map of where the working class lives, but there is considerable overlap. See the large light green area—lighter shading represents
limited upward mobility—that stretches from Michigan to Alabama and North Carolina to Arkansas. Look also at New Mexico
and Arizona.

Figure 33. Upward mobility (by county)
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Note: This index compares a child's position in the income distribution for all children in the same birth cohort to his or her parents’ position on the income distribution of other parents with
children in that birth cohort. For more information, see http://www.equality-of-opportunity.org/assets/documents/mobility _geo.pdf.

Source: The Equality of Opportunity Project—Chetty et al., Where Is the Land of Opportunity? The Geography of Intergenerational Mobility in the United States, online data table 3, “Intergen-
erational Mobility Statistics and Selected Covariates by County,” 2014, http://www.equality-of-opportunity.org/data/.
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11. SOCIAL CAPITAL

An important new study by the Congressional Joint Economic Committee examines the geography of social capital—the
networks of relationships among people who live and work in a community that enable that community and its residents to func-
tion effectively. Social capital has many dimensions: family unity, community health, civic and religious institutions, and volun-
teerism, among others. The new study measures and maps these and other variables, combining them into a single score for each
county in the US.

The committee’s map shows a somewhat different pattern than our map of where the working class lives, but there is consid-
erable overlap in all regions of the country. Look at the Southeast and southern central heartland, especially Kentucky, Tennes-
see, Oklahoma, Arkansas and Louisiana. See also pockets in the Northeast—in New England and western New York State—and
enclaves out west, including in New Mexico, Arizona, Idaho and eastern Washington.

Figure 34. Social capital index
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Note: The social capital index combines 25 metrics into seven subindexes that are then aggregated into one index score. The seven subindexes are family unity, family interaction, social
support, community health, institutional health, collective efficiency and philanthropic health. For more detail, see https://www.lee.senate.gov/public/index.cfm/tagged ?id=B109CC4F-
BA12-4302-BB70-356F0D1B3A2E#endnote-022-backlink.

Source: Social Capital Project, The Geography of Social Capital in America, 2018, https://www.lee.senate.gov/public/index.cfm/scp-index.
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12. OPPORTUNITY ZONES

The US Treasury Secretary has certified some 8,700 census tracts as Opportunity Zones—distressed areas with sluggish job growth
and low business startup rates that qualify for tax-advantaged investment. Many of the designated tracts are poor; the average pov-
erty rate is 31 percent, compared to 17 percent nationwide. But many residents are working class. The median family income is
59 percent of the income in surrounding areas—$41,000.

‘ : UNITED
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Note: Calculations of the poverty rate and median income apply to US states and Washington, DG, only, excluding Puerto Rico, Guam and other offshore territories.
Source: Economic Innovation Group, “Opportunity Zones,” https://eig.org/opportunityzones.
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1. JOBS AND WAGES

We call them the working class for a reason: their identity was
once bound up with work—hard, physical work that often took a
toll on their bodies but provided dignity and purpose for their lives
and sustained their communities. Today, all that is changing. Jobs
have disappeared. If new jobs have replaced them, they often pay
less and confer anything but dignity. Millions of men have dropped
out the labor force. Social programs support those who are out of
work but often fail to help clients find or prepare for new jobs. And
these new distortions of the relationship between worker and work
are destroying families and communities. We must restore work to

its rightful place at the center of working-class communities.
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1. JOBS AND WAGES

At the center of the working-class predicament
today is employment. This report focuses on
Americans on a middle rung in our society—not
impoverished, but also without the security that
comes with college education and professional
employment. We call them the working class for a
reason: their identity was once bound up with a life-
time of hard, steady work. For much of the nation’s his-
tory, that work was easy to come by, without regard to
background or education, and it gave workers and their
families a respected and moderately secure standing in
American life.

Recent events, however, have not been kind to
many of these workers. Among men, work levels are
falling to historic lows. The decline in work is clear,
the reasons behind it much less so. For some, work is
hard to find. Others choose not to seek jobs that are
available. Many withdraw from the workforce even
when the unemployment rate is low.

This chapter addresses the employment challenge
from every angle. We seek to reward work, increase
incentives and remove disincentives to work, reduce
barriers that stand in the way of work, increase expec-
tations to go to work, and make sure there is enough
work to go around. We discuss first the demand for
less-skilled labor, then factors limiting the supply of
workers willing and able to work.

LABOR DEMAND

Working-class wages have stagnated for more than 30
years, and many of the jobs that allowed less-skilled
workers to support families and communities have
vanished. Manufacturing employment has fallen by
nearly one-third. Productivity growth has slowed
dramatically; this prevents wages and living stan-
dards from rising. Domestic output increases much
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more slowly than it used to, which means that when
productivity does rise, it often translates into fewer
workers producing the same things, instead of the
same workers producing more than before.5¢ Much of
our economy’s growing demand has been met from
overseas, but without a comparable rise in overseas
demand for the things Americans produce. Much of
the entrepreneurship and capital that once employed
American workers at good wages now employs work-
ers in Asia or goes toward investments in the finance
and technology sectors that generate few new jobs for
the working class.

The answer cannot be simply redistribution or
protecting workers from foreign competition. There
is no escaping the need for every region of Amer-
ica to become more competitive. People in an area
cannot live well simply by exchanging their own prod-
ucts or services among themselves. Rather, each local-
ity must produce something in demand elsewhere in
the nation, if not also abroad. Working-class house-
holds will not attain self-sufficiency and participate
fully in society unless the economy generates more
and better opportunities for them.

Many fear that new technology like robotics and
artificial intelligence will compound today’s chal-
lenges or render workers superfluous. We believe this

We call them the working class for
a reason: their identity was once
bound up with a lifetime of hard,
physical work.
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misunderstands the relationship between technology
and work. At root, automation is simply one of the
processes by which an economy generates more out-
put per worker. In other words, it is synonymous with
the rising worker productivity that the working class
so desperately needs—and that current economic
data show has been missing, not surging.

New technologies will undoubtedly change the
nature of work, as the breakthroughs of prior gener-
ations—from electricity to the assembly line to the
computer—did before them. Certainly, there will be
disruptions. But how we cope with those challenges—
and whether they ultimately redound to the benefit of
most workers—is within our control.

Indeed, a broader prosperity depends on achiev-
ing higher productivity, and that productivity must
be shared more broadly than it is today. As chapter
IV of this report shows, workers have a responsibility
to increase their own capabilities, acquiring skills that
allow them to earn more. But equally, private busi-
ness must show more responsibility toward the work-
force. Management should see workers not just as an
input to be purchased at least cost, but also as allies
to be invested in to the end of greater production and
income for all.

The role for public policy is first and foremost to
improve labor market conditions so that more firms
again seek to employ workers here at home and boost
their productivity. As Harvard economist Ed Glaeser
has observed, “Every underemployed American rep-
resents a failure of entrepreneurial imagination.”s7
Good jobs represent a partnership between entre-
preneurs with profitable ideas and capable work-
ers eager to make and deliver goods. Real wages
rise and prosperity spreads when management
challenges workers and pays them well to become
more productive.

In pursuing these goals, not all economic growth
is equal. Entrepreneurship and new business creation
will be crucial to broad-based economic revival, espe-
cially in small, isolated markets. A number of policy
reforms could channel that effort toward the kinds of
jobs in which workers with less than a college degree
can excel and earn more over time. In the pages that
follow, we emphasize ways in which policymakers can
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improve the functioning of the labor market, make
employment more attractive for employers and work-
ers, and reorient the US economy toward domestic
production.

Occupational licensing

One of the leading labor-market obstacles for workers
is occupational licensing. Today, 29 percent of Amer-
ican workers require a state license to do their jobs,
compared to just 5 percent in the 1950s.58 Require-
ments for these licenses vary widely from state to
state and often serve more as barriers to entry than
evidence of competency.5? One study estimates that
occupational licensing reduces workers’ geographic
mobility and results in about three million fewer jobs
nationwide.®© Many working-class professions are
licensed in all 50 states—emergency medical tech-
nician (EMT), bus driver, pest control worker, truck
driver, cosmetologist, manicurist and barber, among
others.? A study of licensing requirements in 102
low- and moderate-income occupations found that
one-third of licenses took more than a year to earn.62

Economists across the political spectrum have
called for states to reduce occupational licensing.63
States should roll back or eliminate requirements
that impose burdens and barriers without advanc-
ing health, safety or the public interest. It shouldn’t
take 10 to 15 times longer to train to become a cos-
metologist than to become an EMT.%4 In addition,
states should forge interstate compacts to make it
easier for workers who have licenses in one state to
move to and work in another. This reciprocity will
benefit military spouses, who move frequently, as
well as licensed workers in economically depressed
areas who need to move elsewhere to find work.
Licensing at the state and local levels has thus far
resisted reform, in part because rules are set by estab-
lished practitioners eager to insulate themselves
from competition.

One promising approach, pioneered in Arizona, is
to create a cause of action that workers can use to chal-
lenge licensing requirements that serve no legitimate
health or safety purpose.®s In cases where a licensing
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board advances a senseless and onerous requirement,
affected workers supported by public-interest litiga-
tors can challenge it in court. This avoids the need for
a legislature concerned about burdensome licensing
to revisit certification for every field. The result—and
this has been Arizona’s experience—need not be to
spur constant litigation, but rather to put licensing
boards on notice that they can be held accountable
for unreasonable requirements.

Many fear that robotics and
artificial intelligence will render
workers superfluous. We believe
this misunderstands the relationship
between technology and work.

All states would benefit from creating similar
causes of action. Further, the federal government
should create a comparable law allowing residents
in any state to challenge requirements inconsistent
with the state’s health-and-safety standards. In this
way, federal rules would not preempt state and local
regulations but would facilitate challenges to those
that interfere with economic opportunity for no
legitimate purpose.

To encourage interstate compacts and standard-
ized requirements, states and the federal govern-
ment should provide safe-harbor provisions that
immunize licensing from challenges in cases where
a common standard has been adopted by a majority
of states. If a licensing board adopts the same stan-
dard used in most other states, that choice should be
presumptively valid. Such standards are less likely
to be arbitrary and onerous because they will have
achieved broad consensus. Even where they impose
burdens, common standards ensure that a license
achieved in one state will be recognized wherever the
worker moves.
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Works councils

The working class would benefit from a vibrant labor
movement that serves its interests, helps workers
build and maintain relationships with employers, and
boosts productivity. America’s existing system of orga-
nized labor, largely unchanged since the Great Depres-
sion, does not fill this need. Private-sector union
membership has been plummeting for half a century,
from a high of 36 percent of workers in 1953 to less than
7 percent in 2015.¢ Since 1973, while union-member
manufacturing employment collapsed from 7.8 million
to 1.3 million, nonunion manufacturing employment
has risen.67

A key shortcoming of the current system is its
highly adversarial nature. Other countries have
rejected the idea that workers and bosses are oppo-
nents and one side can gain only at the expense of
the other. An alternative model is works councils,
where management and employees work together
to improve working conditions and productivity,
to the benefit of both. Rather than seek maximum
concessions, sometimes to the detriment of a firm’s
long-term health and in ways that limit job creation
or productivity gains, works councils operate col-
laboratively, giving workers a stake and a say in run-
ning a company—a new role they often use to boost
their own earnings and the employer’s bottom line.
Both sides share more information, and better solu-
tions often emerge.°® In Germany, nearly 9o percent
of companies with at least 500 employees have works
councils.®9 This approach promotes high productiv-
ity, helping Germany remain highly competitive even
with high wages.

In the United States, section 8(a)(2) of the
National Labor Relations Act prohibits works coun-
cils—or almost any kind of formal management-labor
cooperation—unless the firm also has a traditional
union. The worry in 1935, when the act was written,
was that management could use a cooperative com-
mittee to create the appearance of representation
while forestalling a full-fledged union that would
be worth much more to workers. Today, however,
many workers prefer a more cooperative relationship
with management. A landmark survey conducted by
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Harvard University’s Richard Freeman and the Uni-
versity of Wisconsin’s Joel Rogers in the 1990s found
that, given the choice of unionizing or establishing
a cooperative management-employee committee,
workers preferred a committee by more than two
to one.7°

Section 8(a)(2) should be amended to allow other
forms of organizing, including works councils, when
workers choose them, while preserving workers’ right
to a traditional union if they prefer that. Increasing
choice and flexibility in labor law could strengthen
relationships between firms and workers in ways that
increase workers’ value and make industrial invest-
ments more attractive. It could also give a revitalized
labor movement another chance to play an integral
role in the lives of the working class.

International trade

Many American workers find themselves compet-
ing against foreign counterparts who benefit from
aggressive government support. The promise that
free trade would benefit American workers has always
presumed that those who lost jobs because of foreign
competition would gain new opportunities to pro-
duce tradable goods and services for foreign markets
in some other industry. For many, that has not hap-
pened, as the nation’s large trade deficit makes clear.
The American economy should have benefited from
major export opportunities for its advanced technol-
ogies. But even in the category of “advanced technol-
ogy products,” the US trade deficit exceeded $100
billion in 2017, driven by items like biotechnology,
computers and electronics, and advanced materials.”*

Of particular concern are policies pursued by
China under its “indigenous innovation” program,
currently called “Made in China 2025.” These poli-
cies put pressure on global producers to locate oper-
ations in China, share intellectual property (IP) with
Chinese firms and employ Chinese workers. In 2017,
the first Chinese commercial airliner began test
flights—thanks to 16 joint ventures with foreign
firms that facilitated technology transfers.7> Since
then, Chinese airlines have ordered nearly 8oo planes
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from their domestic producer—orders that otherwise
might have gone to Boeing or Airbus.”3 Facing heavily
subsidized competitors and stiff tariffs in the Chinese
market, Tesla has focused on building its next manu-
facturing facility near Shanghai.7+

Trade theory holds that America benefits overall
from freer trade even if its market is more open than
those of competitors like China. But even Adam Smith
recognized that a country might have to threaten
trade restrictions to force freer trade practices on for-
eign competitors.7s Indiscriminate tariffs are not an
appropriate response to challenges of the kind posed
by China, but neither is doing nothing. American
policymakers should develop targeted responses to
combat the policies of countries that force firms to
relocate operations and expropriate their technology.

For instance, the United States could prohibit
the import of products developed and built with
stolen intellectual property, just as it prohibits
domestic trade in stolen and counterfeit goods. It
could also prohibit the transfer of industrial tech-
nologies to countries with a record of IP theft, much
as it prohibits the transfer of sensitive military tech-
nologies. And it could establish differential levels of
IP protection for firms that retain their technology
domestically rather than transferring it overseas. Pol-
icymakers need to identify points where the United
States has greatest leverage over China—for instance,
in access to American higher education, financial
markets and critical technologies—and use them to
American advantage.

Measures like these will be most effective if the
United States takes them in concert with other
nations equally committed to fair trade. Such coali-
tions can bring greater pressure to bear on bad actors
and collectively take a harder line than any country
can likely enforce unilaterally. To achieve cooperation
of this kind, the US will need to reestablish its cred-
ibility as a responsible and reliable partner in trade
negotiations.

The Trans-Pacific Partnership represented an
opportunity to establish this sort of coalition; the US
erred in withdrawing from participation and should
seek to reengage in the process. But where multilat-
eral cooperation is not forthcoming, or is insufficient,
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the United States should be prepared to take action
alone—even at short-term cost—in the interest of
establishing a more beneficial trading system.

Environmental protection

Firms’ decisions to locate production elsewhere
are also a function of handicaps that America has
imposed on itself. Laws passed in the 1970s have done
much to elevate environmental quality. But some-
times, environmental law delays or frustrates needed
investments in industrial capacity, and advocates use
the permitting process to block projects that could
provide well-paying jobs for less-skilled workers.

A clean energy future will require sweeping
changes in the nation’s infrastructure, from a new
generation of renewable energy sources to more effi-
cient forms of transportation, such as high-speed
rail. These investments will make our air and water
cleaner and our economy more efficient while provid-
ing good, high-paying jobs for the working class. But
here too, environmental clearances can impose exces-
sive costs and delays.

In contrast, Canada and Germany streamline
approval of new facilities so as to limit bureaucracy,
curb litigation and reduce delay. In Canada, the
“one project, one review” system delegates author-
ity to provincial governments and limits the review
process to two years, even for large federal projects.
In Germany, reviews take as little as six months, and
final approval is incorporated into an administra-
tive act that precludes legal challenge on the basis
of environmental questions.”® The US should adopt
comparable reforms.

Antitrust enforcement

Numerous measures indicate that markets have
become increasingly concentrated. A higher share of
economic value is flowing to a narrower set of firms
and workers. Across most industries, the largest firms
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accounted for a higher share of sales in the 2010s than
in the 1980s or ’9os. Profitable firms are remaining
more persistently profitable, and new firms enter the
market at a far lower rate than in the past.”7 These
trends limit the number of buyers and sellers in the
market, situate corporate control further from local
communities and discourage entrepreneurship.

Further, while antitrust law seeks to protect con-
sumers from monopoly (sole seller) power, it does
little to protect workers against monopsony (sole
buyer). Among other ills, this has allowed the spread
of noncompete agreements, which now cover 15
percent of workers with less than a college degree,
reducing their bargaining leverage and limiting their
vocational and geographic mobility.78

Antitrust laws and doctrines established more
than a century ago proved effective in strengthen-
ing the market economy, promoting innovation and
broadening opportunity. Today, policymakers should
ask whether new forms of economic power are dis-
torting the labor market. The very concept of “market
power” acquires a different meaning when the net-
work effects of higher market share actively enhance
a product’s value, as they do today, and many online
products and services are offered for free.

The antitrust field relies largely on judicially
created doctrines and the judgment of officials
at the US Department of Justice and the Federal
Trade Commission. Our group believes antitrust
enforcement is ripe for bipartisan reform that
would improve market competition in the inter-
ests of workers. We encourage legal and economic
scholars to set ideology aside and give this issue
greater attention.

For instance, scrutiny of market power created by
mergers should consider not only the product market
into which the new firm would sell but also the labor
market in which it hires. More broadly, not only con-
sumer welfare but also the opportunities available to
workers should be considered in judging whether or
not a company’s behavior is anti-competitive. In some
circumstances, we should consider making noncom-
pete agreements illegal.
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The credential gap

Those without a college degree are at an inherent dis-
advantage in today’s economy. The workplace used
to offer a second chance to those with limited edu-
cation. They could succeed on the job even if they
could not succeed in the classroom or never had the
opportunity. Lack of a four-year college degree did
not bar unusual achievement. Neither John D. Rocke-
feller nor Henry Ford was a college graduate. More
recently, Bill Gates, Steve Jobs and Mark Zucker-
berg created world-dominating companies without
college degrees.

Yet for much of today’s working class, this second
chance is no longer available. Many employers now
consider only college graduates, even for jobs cur-
rently filled primarily by workers without degrees. A
Harvard Business School study found that 67 percent
of job postings for production supervisors require a
bachelor’s degree or higher, even though just 16 per-
cent of existing production supervisors have college
degrees.”9 Likewise, Burning Glass, a career data ana-
Iytics firm, has identified a long list of middle-skill
jobs where there are large gaps between the educa-
tional credentials of current job occupants and those
listed as requirements in online job postings.8° With
more and more job searches now processed online,
employers can choose to filter applicants and avoid
even looking at the noncollege working class.

Excessive credentialism not only hurts workers; it’s
also less useful in hiring than many assume. Going to
college is not necessary for significant achievement.
Still less does going to a prestigious college matter
much for what you accomplish later.8! In picking work-
ers, managers would do better to focus on whether
applicants have the skills to do the job at hand—skills
they will often have learned on the job rather than
in school.

The obsession with college also harms the
nation’s education system. It drives many people to
pursue degrees they don’t want in order to qualify
for jobs that don’t in fact require skills likely to be
learned in college. As chapter IV of this report makes
clear, more career and technical training would be a
better solution.
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Employers may, for a variety of reasons, wish to
consider educational attainment in their hiring pro-
cesses. But they should do so without preemptively
excluding the entire working class, many of whom
could be worthy candidates for many of the jobs now
arbitrarily placed beyond their reach. The best rem-
edy is not mandates, but rather changes to norms and
expectations. Public figures and others should high-
light the problem and encourage scrutiny of employ-
ers who exclude broad swaths of potential employees
just so they can review a smaller pile of resumes. We
should also question job search engines that make
it too easy for employers to overlook qualified can-
didates. Responsible employers should adopt inclu-
sive policies and call attention to them, and the public
should take note.

Monetary policy

Finally, policymakers should not ignore the central
role that macroeconomic conditions and monetary
policy play in increasing labor demand and ensur-
ing full employment. As this report went to press,
the US unemployment rate had reached a level last
seen briefly in 2000 and before that in the 1960s.82
Inflation had begun a slow and steady increase up to
2 percent.83 The Federal Reserve was understandably
moving toward tightening interest rates.

But over most of the past decade, even as the
inflation rate remained well below the Fed’s target,
any sign of a tightening labor market led quickly to
concern that the economy was overheating. In 2012,
when the unemployment rate averaged 8 percent, the
Congressional Budget Office (CBO) estimated that
5.5 percent unemployment represented full employ-
ment. Yet the unemployment rate has been lower
than that in every month for more than three years,
and it continues to fall, drawing more people back
into the labor force without setting off an inflationary
spiral. The CBO has since revised its full-employment
estimate to 4.6 percent unemployment, and we are far
below that level now as well.84

A tight labor market disproportionately benefits
lower-wage workers, including the working class, even
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as inflation starts to rise. After years of below-target
inflation, there may be more leeway in the economy
than many assume. Economists and policymakers
should err on the side of keeping labor markets tight,
allowing wages to rise and encouraging employers to
invest in boosting productivity, rather than prema-
turely disrupting economic conditions that benefit
marginal workers.

LABOR SUPPLY

To raise work levels in the working class, it is not
enough simply to improve work opportunities. Work
is not just a right that society owes to workers—it is
also an obligation. Americans who can work owe it to
their families and the wider society to do so. Indeed,
our society has always viewed work as a common bond,
arite of passage into the economic mainstream and the
basis of widely shared prosperity. Those who lack the
opportunity or spurn the responsibility to work miss
out on the dignity and promise of American life.85

Adverse changes in the labor market are proba-
bly the most significant cause of falling work levels
among the noncollege labor force, but restrictions
on labor supply are also to blame.8¢ Today, too many
workers subsist on support from their families or
government benefits. Thirty-five percent of the work-
ing class as our group defines it got support from a
safety-net program in 2014, often SNAP or Medicaid,
up from 23 percent in 1998.87

Getting employable workers back to work and
reducing dependency is essential to their full partic-
ipation in American life. Benefit programs that have
traditionally been used to support people who are not
working can also be used to encourage them to rejoin
the labor force. When our group proposes altering the
safety net, as we do in the pages that follow, our goal is
not to save money, but rather to direct less spending
toward subsidizing idleness and more toward encour-
aging and supporting work. Likewise, the impetus for
expanding work requirements is not to punish those
who are not working, but rather to equip benefit
programs with tools and incentives to move people
into work when it is available and they are able.
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Earned income tax credit

Traditionally, government has rewarded work most
directly through the earned income tax credit (EITC),
which subsidizes the earnings of low-income work-
ers. For 2018, families with as much as $54,884 in
income can receive an annual subsidy of as much as
45 percent of their earnings, or up to $6,431 for a fam-
ily with three children.88 The credit is refundable, so it
goes even to families without tax obligations to set it
against. In 2015, nearly 28 million people received the
EITC, and it lifted 6.5 million of them out of poverty,
including some 3 million children.89

The EITC’s biggest bonus goes to families with chil-
dren, often headed by single mothers. A single worker
not claiming children as dependents—even if he is a
father—received no more than $519 in 2018. Many,
including the Trump administration, have proposed
increasing EITC payments for childless workers as a
way to get more low-income men to work, including
the jobless working class. Such a plan would cost an
estimated $65 billion over 10 years, and much of that
would go to people who were working already.9° Still,
our group believes, supporting low-wage workers is a
good idea.

One drawback of the current EITC, which an
increase would only compound, is the way it some-
times penalizes marriage.9! Two earners who might
each be eligible for the EITC as individuals can find
themselves with too much income to claim com-
parable credits if they form a joint household. For
instance, two single workers, each with $8,000 in
earned income, would each receive $519 from the
EITC in 2018, or a total of $1,038. If they filed as a joint
household with $16,000 of income, their total EITC
payment would be only $377. If the EITC for childless
workers doubles, so would the cost of marrying.

For workers with children, the picture is even
more complicated. If two single parents, each earning
$18,000 and each with a child of their own, choose
to get married, their combined EITC payments would
fall from $6,922 to $3,257. In other contexts, there
can be a large marriage bonus: if a single worker with
$15,000 of earned income marries a single mother
of two children with $5,000 of earned income, their
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combined EITC payments would rise from $2,010
to $5,574.92

For childless workers, we propose doubling the
EITC and eliminating the marriage penalty by cal-
culating credits on the basis of individual earnings
rather than household earnings, as they are currently
calculated. An analysis by AET’s Open Source Policy
Center estimated that the cost for an expansion of
this kind would be $20 to $25 billion per year.93 Some
portion of this cost could be covered by reducing
the program’s roughly 25 percent improper-payment
rate, but additional tax revenue will be required.94
Three possible ways to raise new revenue: expand
the number of families that pay estate taxes, limit
tax exemptions available to better-off households or
raise minimum taxes for corporations that rely on
tax havens.

Ideally, a parallel reform would eliminate the
marriage penalty for households with children. But
children change the calculation dramatically, and
eliminating these penalties would be complicated
and prohibitively expensive. Simply allowing each
parent to claim their own maximum credit could
lead total household payments to double from more
than $5,000 to more than $10,000. While marriages
are rare between two single parents, each with multi-
ple children and earnings that qualify them for large
EITC payments, married couples with three or four
dependents and earnings in that range are not rare,
and the tax system would struggle to distinguish
between the two circumstances. Even if the max-
imum payment were capped, allowing workers to
claim credits as if they were individuals with children
would make high-income households where a sec-
ond earner, perhaps working part-time, had annual
income in the EITC’s target range eligible for very
large EITC payments.

In some respects, for these reasons and others,
the EITC might work best if converted from a house-
hold tax credit to a more direct, worker-focused
payment—an approach we turn to next.
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Wage subsidy pilot

Policymakers should consider a broader and more
direct wage subsidy to low-wage workers. Rather than
supplement wages with a year-end tax credit, a sub-
sidy would add money to each paycheck alongside the
wage from an employer. The supplement would be
limited to workers earning less than a target wage of,
say, $15 an hour and would be equal to half the differ-
ence between the worker’s wage and the target. Eli-
gibility would be determined solely by the worker’s
market wage, without reference to marital or paren-
tal status. Lower-income households would receive
steady payments throughout the year rather than a
lump sum long after the fact as with the EITC, making
the incentive to work clearer to those who are eligible.

An initiative of this kind might counter at least
some of the recent labor force withdrawal by men
with a work history, some of whom refuse to accept
low-wage service jobs.

A wage subsidy has administrative benefits and
drawbacks. On one hand, it is much easier to calcu-
late and would not face the EITC’s problems with
improper payments. On the other hand, a subsidy
demands cooperation from employers, who would be
required to tap public funds to pay employees, a com-
plexity many businesses dislike.95

Another approach to subsidizing wages would be a
worker tax credit. It too should be based on individual
earnings and could provide benefits for those earning
up to about $40,000 per year. If the tax credit were
set at 15 percent of earnings, it would in effect offset
the payroll taxes owed for these workers, simplitying
the administration of the program but still boosting
take-home pay substantially. For working-class recip-
ients, who would be the primary beneficiaries, the
effect would appear less like a government program
and more like a tax cut.

Either kind of subsidy—a direct wage supplement
or a worker tax credit—would be a substantial and
potentially very costly new intervention in the labor
market. The concept merits further study. Our group
proposes piloting it in several states or metropolitan
areas. The federal government should invite inter-
ested jurisdictions to submit applications, specifying
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among other particulars their method for setting a
target wage, and accept several that would implement
the program for enough time to warrant the upfront
investment—at least five years. The program would
require federal funding and administration through
the US Treasury’s existing tax-withholding system.%
Workers receiving subsidy payments would remain
eligible for EITC payments only to the extent their
EITC claim exceeded the subsidy payments received
in a given year.

Unemployment Insurance

Ever since the Great Depression, Unemployment
Insurance (UI) has supported workers who lose jobs
through no fault of their own. The goal of the program
should be to help workers return to employment as
quickly as possible. Being out of work takes an emo-
tional and financial toll that only a return to work can
reverse, and remaining on unemployment until one’s
benefits are exhausted can do lasting damage to a
recipient’s employability. The long-term unemployed
face serious, often-overwhelming barriers to rejoining
the workforce.

To receive UI benefits, claimants must have
worked for at least two prior calendar quarters and
earned a prescribed minimum amount. In 2014, as the
nation recovered from the Great Recession, only 23
percent of unemployed workers received regular Ul
benefits, the lowest in the postwar era.97 This was
due in part to restrictive state policies and in part
to the fact that relatively fewer workers today leave
jobs involuntarily, as UI assumes, and more do so for
other reasons.98

UI benefits vary by state, but they typically pay
jobless recipients about half their prior earnings
and last for six months, although that time is often
extended during recessions. In theory, UI claimants
are supposed to be available for work at any time and
always seeking a new job, but this requirement is not
strongly enforced. In most localities, to keep their
benefits, workers simply phone in weekly; they no
longer must appear at the unemployment office. The
system counts mainly on the termination of benefits
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to make claimants look for work and seldom requires
them to search for jobs before that.

An alternative approach would create better incen-
tives by allowing workers who get new jobs before
their benefits expire to receive a portion of their
remaining insurance as a lump sum. They would then
be ineligible to claim support until they had again
worked as many quarters as required for eligibility in
their state.

Still another potential reform would require claim-
ants to return to the unemployment office to pick up
their weekly checks, and they could be required to
enroll with the US Employment Service and discuss
whether and how they were looking for work. UT “suit-
able work” rules allow beneficiaries to remain jobless
long enough to obtain jobs similar to those they pre-
viously held, but the longer that search is unavailing,
the more the claimant is required to accept lower-paid
work. These rules should be examined to be sure they
are not keeping claimants out of work too long.

Disability Insurance

Disability programs were designed to help those who
cannot work. As caseloads rise, however, it is clear
that benefits are enabling many who could work not
to do so. Supplemental Security Income (SSI) is a
means-tested program that supports more than eight
million needy aged, blind and disabled recipients who
are not expected to work; the great majority are dis-
abled. A separate program, Social Security Disability
Insurance (SSDI), supports more than 11 million con-
tributors to Social Security who have been allowed to
retire early because of impairment.

In the long run, the EITC might work
best if converted from a household
tax credit to a more direct, worker-

focused payment.
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Disability Insurance (DI) has exploded in recent
decades. By 2012, it supported 5 percent of all adults.
By 2015, nine million former workers were living on
the program, up from three million in 1980.99

Policymakers have allowed SSDI to finance the
decline of working-class employment. The growth in
the caseload is primarily due not to the aging of the
population, but rather to the liberalization of the eli-
gibility process since 1984. Disability originally meant
a clear-cut physical impairment, but at least half of
recent awards have been based on so-called “voca-
tional factors” above and beyond a physical inability
to work.1°° Pains are more often a matter of judgment;
psychological conditions are more often the basis for
coverage. And where independent state agencies once
judged eligibility, since 1984 the applicant’s own doc-
tor has gained a controlling influence.

While the program properly supports many inca-
pacitated people who could never work, many claim-
ants are not actually disabled and would probably
work if denied coverage. For them, DI has become a
long-term unemployment program.!°!

Efforts to motivate claimants back to work by
allowing them to keep much of their benefits if they
take a job have failed. Policymakers should consider
an alternative reform: government could reassess
existing claimants to determine whether they can in
fact work. When Congress mandated such a review
in the early 1980s, 40 percent of the cases examined
were found not to be medically disabled, and claim-
ants lost their benefits. Controversy over the reviews
forced lawmakers to halt them and instead liberalize
the program.1°2

But a more careful, independently funded review
of cases might have a better chance of success. One
model is the WeCare program, a comprehensive dis-
ability review used by the New York City welfare
department to judge claims by welfare recipients that
they are unable to work.

A further solution would be to give employ-
ers more stake in controlling the expansion of the
program. Currently, employers can shift workers
who become impaired to SSDI without cost. A poten-
tial reform would “experience-rate” the Social Secu-
rity tax employers pay on their employees, as we
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now experience-rate the tax they pay to finance UL
This would cause a firm’s tax to rise and fall depend-
ing on how many of its employees retire on DI—and
would give firms a reason to accommodate impaired
workers rather than shift them to DI. Employers
might also be allowed to contest claimants’ requests
for awards, making eligibility a more stringent,
adversarial process.103

Displaced workers

Some workers who lose jobs because of globalization
can receive limited wage replacement and retrain-
ing under the Trade Adjustment Assistance (TAA)
program, which serves workers forced out of jobs by
foreign competition. TAA serves only a small share
of those who might be eligible, and studies show
that it does not improve the employment of its cli-
ents. Often, it reduces their earnings compared to
similar displaced workers who are not enrolled in
the program.1o4

While Congress and the public are understand-
ably concerned about jobs lost to trade, TAA seems
misconceived. It aims to help displaced workers train
for new jobs, but the evidence suggests these workers
would do better to seek whatever jobs they can get
as quickly as possible. For some people, even the best
training programs are less effective than a simple job
search. Displaced workers tend to be older and less
educated than average, and training them for new,
well-paying jobs is difficult.1°5

Our group considered expanding TAA to fund
wage insurance—temporary cash payments to help
workers thrown out of work adjust to lower-paying
positions—and training accounts for workers who
lose their jobs because of technology or trade. But the
cost—estimated at $22 billion a year—would be much
more than for the present program, and without
better evaluation results, we believe doubling down
on this approach would be a bad investment.106

We suggest some alternative answers for displaced
workers in chapter IV of this report, on education
and skills.
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SNAP

The nation needs safety-net programs to support
families without income, but the preferred solution
to need should be work, not aid. Means-tested pro-
grams should promote work rather than becoming a
substitute for it. Most Americans, working-class and
others, believe aid should reward and support work
and preparation for work.

This principle can be applied to many means-tested
programs. It was instituted in cash aid for families in
the welfare reform of the 1990s, when Temporary
Assistance for Needy Families (TANF) required most
welfare mothers to engage in work activities as a con-
dition of aid. Few working-class people receive TANF,
but a great many rely on the Supplemental Nutri-
tion Assistance Program (SNAP). The SNAP caseload
grew during the Great Recession, understandably. But
it has not fallen nearly as much in the current recov-
ery as it did after previous downturns. Today, nearly a
decade after the recession ended, more than 40 mil-
lion Americans still receive SNAP.

The program has not paid enough attention
to work. Recipients need both more opportunity
and more expectation to work. In 2015, 12 million
able-bodied adults enrolled in SNAP reported no
earnings—up from four million in 2000.1°7

The program has some work requirements, but in
practice states do little to prepare recipients for work,
help them enter the workforce or arrange for work
when none is available. Able-bodied adults without
dependents are theoretically limited to three months
of benefits unless they work at least 20 hours a week
or enter training or community service. But states
may waive this requirement when unemployment is
high, and many have not reinstated a work test even
though the unemployment rate is now under 4 per-
cent. The federal government should stop letting
these states off the hook.

SNAP needs meaningful work requirements.
States should expect participants to work and facil-
itate it. Training programs are not enough. Child
care should be guaranteed when necessary, and jobs
should be provided if beneficiaries cannot find their
own. As in TANF, states should have to work actively
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with employable cases to be sure the expectation of
work is not just a formality.

Child support

Child support programs offer another opportu-
nity to promote work. Since 1975, the nation has
developed an elaborate system designed to require
that absent parents help support their families.
State agencies, largely funded by Washington, help
single parents establish the paternity of their chil-
dren, set judgments about what absent parents
should pay to help support their offspring and then
garnish their earnings to be sure they do so. This
system is highly efficient at collecting the support
that’s due—provided absent fathers have regular
jobs. But assuring that fathers get jobs and work is
much tougher.

Like welfare, child support is most important for
low-income families, where single parents face the
greatest burdens. But family breakdown is now rife in
the working class as well, and promoting work must
play a greater role in the child support system. Child
support agencies have begun to develop mandatory
work programs to which absent low-income fathers
may be referred if they fail to work or pay their judg-
ments. They must then choose to get a job and pay up,
participate in the program, or face the threat of jail.
These programs provide valuable leverage to move
many nonworking men back toward employment.

Evaluations of these programs are promising, and
they could become the basis of what might be called
welfare reform for men. Just as welfare mothers were
required to go to work in the 1990s and subsidized
by the EITC for doing so, so nonpaying fathers could
be required to work and receive improved wage sub-
sidies. Child support work programs have developed
slowly because they do not usually receive the fed-
eral funding, provided under Title of IVD of the Social
Security Act, that underpins the rest of the child
support system. We recommend that such fund-
ing be allowed and that development of these work
programs proceed apace.108
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Another needed reform would address the heavy
arrearages in unpaid child support that many men
owe, often because of periods when they could not
work—for instance, when they were incapacitated
or incarcerated. States should develop rules that
allow arrearages owed to government to be reduced
over time provided the noncustodial parent pays his
current judgment regularly. Arrearages owed to
the custodial parent would not be affected unless
she agreed.

Jobs of last resort

Everyone in our group, even those who are most
supportive of enhanced work requirements for
means-tested benefit programs, agrees that benefits
should not be reduced or taken away from anyone for
failing to work if there is any question whether a job
is available. Requiring beneficiaries to work entails an
assurance that they have the opportunity to do so—
an open position at a location near them for which
they have the requisite skills.

Our group does not favor a government com-
mitment to guarantee public jobs—especially at
above-market wages—to those in need of work. We
consider this impractical and undesirable. A guaran-
tee of this kind would be extraordinarily expensive.
It would require government to take on a task it is
ill-equipped to perform, and it would badly distort the
private labor market.

Putting people to work on behalf of public prior-
ities sounds appealing in the abstract, but the vaga-
ries of the business cycle would leave the government
with many millions of prospective workers in some
years and precious few in others. Society cannot

The nation’s goal should be
universal employment, not universal

basic income.

make productive use of so much labor fluctuating
so unpredictably.

What we favor instead, where economic condi-
tions or individual circumstances mean no job is avail-
able, are efforts by government to subsidize private
employment. The reforms to the EITC proposed else-
where in this chapter are one step in that direction.
Still another, more targeted option would resemble
an initiative pioneered during the Great Recession:
as part of the 2009 stimulus package, the American
Recovery and Reinvestment Act, Congress spent $1.3
billion to create some 260,000 subsidized jobs. The
jobs were readily filled, and a nonexperimental eval-
uation suggests that recipients may have increased
their skills and earnings.2°9

Universal basic income

The idea of a universal basic income (UBI) has gained
attention in recent years as a potential response to
the labor market’s seeming inability to support many
working-class families. Proposals vary, but most entail
automatic monthly payments to all Americans on the
order of $1,000 per month, sufficient to maintain a
basic standard of living.

Such a program is not now affordable or popular.
But even if it were, our group believes that pursuing
UBI would be unwise. The nation’s goal should be
universal employment, not universal basic income.
Work provides more than just a paycheck. Supporting
oneself and one’s family, and making positive contri-
butions to one’s community, is a central source of pur-
pose and dignity for many people. Productive work is
a prerequisite to upward mobility for most individ-
uals. And because it supports families and satisfies
community norms, work is crucial to transmitting
economic opportunity across generations. A society
where fewer people engage in productive work while
a large and growing segment sit on the sidelines will
not be an inclusive or thriving society.

Implementing UBI would excuse policymakers
from the much more difficult task of ensuring that
everyone in society can participate fully and con-
tribute productively, whatever their abilities and
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education. UBI may appear generous and compas-
sionate, but it would evade our true challenge—
helping those who are struggling to fulfill their poten-
tial as workers. Perhaps that effort will prove futile.
Perhaps, as now seems unlikely, automation will
reduce the available employment below what workers
need. Only then should UBI be discussed. To pursue
it now would be a dereliction of duty.

A new working community

For much of the 2oth century, America’s safety net
aimed largely to offset lack of jobs in the private
economy. Support had to be provided to the jobless
because jobs were not always available, but the will
to go to work was not in doubt. Public support was
indeed a safety net, designed to catch willing workers
thrown out of the private economy through no fault
of their own.
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Today, the chief limitation of the labor market
is no longer lack of jobs, but, for many positions,
insufficient wages to support a mainstream life. The
low-wage labor market is replacing government as the
nation’s principal safety net. And while jobs are avail-
able, the will to take them is much more in doubt.

The private sector has a role to play. For most of
this century, returns on capital have been rising, while
returns for labor have been flat. Employers should
do more to balance the equation, raising wages for
low-paid workers.

But if wages—and the will to work—continue to
flag, government will need to reward and incentiv-
ize work and, in some cases, require and provide it.
Not everyone will find a well-paying job, but every-
one should be able get some job and the dignity that
goes with it.1’© Those able to work have an obligation
to reclaim steady work as their identity. Work, not
its absence, must again become the hallmark of the
working class.
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IV. EDUCATION AND SKILLS

Since the birth of the nation, Americans have regarded
education as the key to upward mobility. It no longer works
that way for many working-class Americans. The promise

of college for all has proved a false lure. Recent years have
seen burgeoning interest in career and technical skills and
promising experimentation with programs designed to prepare
young people for work. But there is still no true alternative
for students who are not aiming for a four-year college. Nor
have we as a nation begun to grapple with what may be
large numbers of workers displaced in coming years by new
technology. Work as we know it is changing; education must
keep up. And we need better answers for the working class—

including those seeking to retool in midcareer,
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ittle would do more, our group believes, to bolster
Lthe fortunes of the working class than enhanced
skills—the career and technical skills in increasing
demand in today’s changing economy. Yet far too
often, the education that’s available today does not
teach skills in demand in the workplace. Right and left,
members of our group agree this is an area where pol-
icy can help, spurring the emergence of new choices
for working Americans in search of opportunity. We
need better answers for high school students, those
just out of high school and adults seeking to acquire
new skills later in life, retooling to keep up with a
changing economy.

The problem is particularly acute for what econ-
omists call “middle-skill” workers, a category that
dovetails with our group’s definition of working class:
people with at least a high-school diploma but less
than a four-year college degree. Although estimates
vary, research suggests that middle-skill jobs account
for at least 35 percent of all positions, perhaps more
than half, and will continue to do so in years ahead.!!
Survey after survey finds employers complaining that
the supply of middle-skill labor is not keeping up with
demand; workers across the country seek better jobs
and higher wages.’> And the problem is likely to get
worse as automation and artificial intelligence trans-
form the workplace in coming years.

Yet our education system, focused as it is on
college access and completion, offers few good
answers for middle-skill workers. They need
better options: better career education in high school,
a true alternative to four-year college and ample
opportunities for reskilling later in life—new institu-
tions, new funding mechanisms and a new education
marketplace to provide the lifelong learning work-
ers will need to keep up with the changing jobs of
the future.
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Recent years have seen burgeoning interest in
career and technical skills and the educators—tradi-
tional institutions and disruptive, innovative provid-
ers—best positioned to teach them. This intellectual
ferment is sparking change across the country, as edu-
cators, employers, governors and a new generation of
education entrepreneurs develop and encourage new
approaches. But many of the new experiments are
just that, experiments—innovative, promising, point-
ing toward a new vision, but not yet scalable answers
and in no case the one right answer for everyone.

Our goal in this chapter is to suggest a way forward
through this transitional time. Two foundational prin-
ciples are clear. First, high school as we know it is no
longer enough. All Americans need some postsecond-
ary education or training to keep up with the changing
workplace. Second, there can be no effective career
education without employers—that’s the only way to
ensure that students are learning skills in demand in
today’s job market.

But beyond that, our group believes, it’s too soon
to commit exclusively to a single approach—too soon
for government to pick winners and losers and too
soon to move too fast on trying to scale any single
experiment. What’s needed are incentives for inno-
vation, new thinking around quality control, more
information for students and employers making
choices, and a more transparent marketplace—a level
playing field where the best new options can emerge
and flourish.

High school as we know it
is no longer enough.
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Our group has reached consensus on four pillars of
a new approach:

Alternative providers. Spur the emergence of new,
more agile and adaptable education providers—high
schools, colleges and new alternative options geared
to both traditional students and older workers.

Employer engagement. Create new incentives and
expectations for employer engagement in career edu-
cation—employer-provided training, employer input
in regional workforce planning and robust employer
partnerships with educational institutions.

Federal financial aid. Reform higher education fund-
ing to upend the existing skew toward traditional aca-
demic education, allocating more aid to programs
that teach students the skills they need to succeed in
the workforce.

Data-driven quality assurance. No one wants to
spend taxpayer money on education that doesn’t
deliver for students, and more information is needed
about the payoff to career education programs—job
placements and wages after graduation. Students,
educators and employers making choices also need
better information: more readily available data about
what kinds of preparation lead to the best jobs.

Together, we believe, these changes will create a
wealth of new, better options for working-class stu-
dents and adults, giving them the tools they need to
succeed in the workplace and build bridges back to
opportunity in the American mainstream.

NEW PROVIDERS, NEW MODELS

Higher education as we know it is a narrow path,
one-size-fits-all and designed for traditional students:
young people, often still dependent on their parents,
for whom college or university is a one-time experi-
ence—all the education they need for the rest of their
lives. The universal definition of success is graduation
from a four-year college; the all-but-unquestioned

78

destination, a white-collar office job. This model is no
longer apt. Fewer and fewer students fit this descrip-
tion, and those who need the most help are the most
ill-served by the old, one-lane model.

What’s needed: more variety, more flexibility,
more agile institutions and instruction delivered in
new ways—in new settings and less time-bound. Our
group endorses a range of innovations taking hold
across the country that break the stranglehold of the
old approach.

= Competency-based education models measure
success by what students know, not how much
time they spend in a classroom.!3

= Other reforms break down traditional education
silos. Early-college high school and dual enroll-
ment blur the line between secondary and post-
secondary institutions.4 Cooperative programs
and apprenticeship blur the line between school
and work."’s Midcareer upskilling stretches
learning to accommodate today’s unpredictable
career paths.116

= Online and hybrid programs—part online, part
classroom-based—loosen the grip of place,
including for students in remote areas, and
upend old, one-size-fits-all delivery models,
accommodating different students’ different
learning styles.7

= Many of these reforms and others take aim at
what one scholar calls the “bachelor’s addic-
tion.”8 Not every student needs a four-year
degree. Not all seek white-collar office jobs.
The “college premium”—higher wages com-
manded over time by four-year graduates—is
still a lifetime boon for the 33 percent of Amer-
icans who hold bachelor’s degrees, and college
was a shrewd investment for most of them.!9
But many who don’t get through four years of
schooling would be better served by a different
approach—in many cases, one that emphasizes
hands-on learning and technical skills.12°
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A critical question for the future—and one still very
much up in the air—is which institution or institu-
tions are best suited to provide this new alternative
education and training? Our group believes it’s too
soon to say. What’s needed now is broad-based exper-
imentation: both alternative providers and reform—
in some cases, reinvention—of existing institutions.

Alternative providers

New alternative providers have captured the pub-
lic’s imagination, and rightly so. Coding boot camps,
massive open online courses (MOOCs) and other
web-based options are transforming the way people
learn, even as they make postsecondary education and
training available to a much broader group of Ameri-
cans. Less well known but also promising, “last-mile”
education providers help students who have already
earned degrees acquire additional skills that will help
them land and keep better jobs.>! Perhaps most sig-
nificant, an array of forward-thinking employers are
developing innovative programs. Walmart trains
frontline managers at 200 in-store “academies,” many
if not most large construction firms provide in-house
craft-skills training and hospitals across the country
have programs for clerical workers seeking to move
up to caregiving positions—to name just a few.122

What these programs have in common: they are
often shorter than conventional college courses.
Many don’t confer credit toward college degrees.
Most operate beyond the reach of traditional aca-
demic accreditors. Students are not generally eligible
for federal higher education funding. And many if not
most of the new initiatives emerge from the private
sector, either sponsored by employers or backed by
private funding streams, including investment by a
new generation of education entrepreneurs.'23

This distance from government is both an advan-
tage and a disadvantage. There is a dynamism to the
innovation that would be all but impossible if it were
driven by government, and many of these new pro-
grams cost the taxpayer little or nothing. But there
are also challenges, including quality assurance and
how to build bridges for students who eventually
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want a traditional college degree. Our group has given
thought to both issues and suggests some answers
later in this chapter.

Existing educational institutions

Alternative providers, promising as they are, cannot
be the only answer for working-class students seek-
ing to acquire skills in demand in the changing job
market. Traditional educational institutions, sec-
ondary and postsecondary, must also play a part.
High school career and technical education (CTE)
programs have a proven track record engaging and
graduating students who are otherwise less inclined
to apply themselves in the classroom.'?4 Secondary
CTE is an invaluable precursor to skills training by
employers and other nonschool providers. And no
other postsecondary provider—not MOOCs or boot
camps or employer-provided middle-skill training—
comes close in reach and scale to the nation’s com-
munity colleges. Just 17,000 students attended boot
camps last year; more than 12 million passed through
community colleges.!25

A variety of challenges stand in the way of expand-
ing career education at existing educational institu-
tions. Both secondary and postsecondary programs
are highly uneven in quality. Funding lags far behind
spending for traditional academic instruction. Stu-
dents, parents, educators and others often see CTE as
an inferior option—a path best suited for other peo-
ple’s children.

There is much promising experimentation tak-
ing place at high schools and community colleges
across the country. But stellar programs are still more
the exception than the rule, and it will take a battery
of reforms to drive excellence on a broader scale—
carrots and sticks from policymakers, intervention by
employers and competition from alternative provid-
ers, among other goads.

Secondary career education. The way forward
at the secondary level starts with two success-
ful, research-tested initiatives: dedicated CTE pro-
grams embedded in high schools that also maintain
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robust college preparatory offerings—an innova-
tion known as “career academies”—and structured
“career pathways” that start in high school and lead,
often with related work experience, through post-
secondary programs and credentials.’26 Our group
also sees promise in early-college high school CTE
options and career-focused charter schools, which are
often freer than district schools to experiment with
career programs.!27

An essential element in any program: time in the
workplace, starting in middle school if not before.
Younger students need career exposure. As they get
older, they should have opportunities for supervised
work—internships or pre-apprenticeships. The prob-
lem: many if not most high schools need help arrang-
ing on-the-job work-based learning. Among other
barriers to be overcome, employers may be reluc-
tant, schools often cannot spare the staft to negoti-
ate internships and other work-based options, and in
many states, outmoded labor laws prohibit students
from putting in time on a job.128 These obstacles must
be addressed, ideally at the state level, including with
dedicated funding.

Finally, while our group is divided about where
to find the money—new spending or existing funds
repurposed for career education—more resources are
clearly needed to make secondary CTE available on
the scale that’s needed. As is, the federal government
spends a paltry $1.1 billion a year on secondary and
postsecondary career programs.’?® Our group pro-
poses to double that number over time: a series of
gradual increases conditioned on quality assurance—
evidence that programs are preparing students with
skills in demand in the workplace and leading to bet-
ter employment outcomes, including jobs and wages.

Community college. The changes needed at com-
munity colleges are, if anything, more dramatic.
Many two-year colleges have a long history of pro-
viding technical training, and most still offer an array
of occupational programs in subjects such as allied
health, automotive technology, public safety and
accounting. But most schools serve multiple purposes
in addition to career preparation: academic education,
remedial education and English as a second language
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instruction, among others. And many if not most are
focused primarily on readying students for transfer to
four-year colleges. In other cases, the college’s non-
credit division provides the lion’s share of its career
offerings but is looked down upon or neglected by
administrators and others.

Still another challenge: community colleges can be
hard to reach with policy. They receive comparatively
little federal funding, and although some states can
leverage a single, centralized community college sys-
tem, in many states, each institution is autonomous
or nearly so.

Needed reforms fall into three buckets.

= Mission. States should offer incentives for com-
munity colleges to focus more intensively on
career education and less on preparing students
for transfer to bachelor’s degree programs, put-
ting skills and job preparation more squarely at
the center of their missions. Several existing ini-
tiatives point the way: Texas, North Carolina and
Virginia, among others, have driven a new focus
on skills with performance-based funding mech-
anisms and new metrics that center on employ-
ment outcomes.’3° Still another option favored
by some members of our group: a federal com-
petitive grant program that creates incentives
for states to put new emphasis on skills and hold
community colleges more accountable.!3!

= Employers. Policymakers should do more to
encourage colleges to partner with employ-
ers—the only way to guarantee that students
are learning skills in demand in the job mar-
ket. Virtually all community colleges maintain
relationships with employers in their region.
But these ties are often more perfunctory than
meaningful—pro forma advisory councils rather
than engaged day-to-day collaboration. Policy
can help by bringing colleges and companies
together, setting standards for what constitutes
a meaningful relationship and providing mod-
est funding incentives matched by input from
employers. See more detail about incentives for
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employers as well as educators in the following
section of this chapter.

= Unbundling. New research shows what many
educators have long suspected: some of the
community college students who are most suc-
cessful in the job market never earn a degree.!3
They cannot afford to wait two years to start
making a living. They see no need for the gen-
eral studies requirements built into an associ-
ate degree. They come to college to learn a skill
and leave without a credential but leverage what
they learned in class to get a raise or a better job.
Community colleges cannot give up on com-
pletion. More students—many more Stu-
dents—need to earn degrees and certificates.
But colleges also need incentives to unbundle
programs that teach in-demand skills and help
students who are in a hurry to get back to the
workplace enhance their earning capacity with-

out necessarily earning a degree.

This is especially important for older students who
have already spent time in the workforce, a group sure
to grow in years ahead as new technology transforms
the economy. Community colleges are among the
institutions best positioned to take on the challenges
of displaced workers—but this will require new think-
ing and, at many institutions, far-reaching change.

Among the policy reforms that can help colleges
move in this direction: state and federal performance
metrics, followed by funding, that count employment
outcomes as well as graduation rates, and mecha-
nisms to recognize learning acquired in an unbun-
dled program if students later return to school to earn
a degree.

The goal of policy should be to create better
choices for all working-class students: a system
nimble and adaptable enough to serve all their
needs—including those of working-class youth bound
for traditional four-year colleges.

Recent public opinion research reveals a deeply
troubling trend in working-class communities: a
growing skepticism about the value of four-year col-
lege, shared by many Americans but amplified by
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class resentment.!33 These findings should be a call
to action. Not every student needs a four-year degree,
but for most of those who graduate, it remains an
essential ticket to the middle class.134

A number of pioneering colleges are experiment-
ing with targeted outreach in working-class commu-
nities.!35 Government should create incentives for
more initiatives of this kind. And the public-private
regional initiatives we propose in chapter V should
include state-provided career counseling, along
with a public-service awareness drive modeled
on the National Campaign to Prevent Teen and
Unplanned Pregnancy.13¢

There can he no effective career

education without employers.

The message: High school as we know it isno longer
enough. All students need postsecondary education
or additional career preparation and credentialing.
Four-year college is an excellent answer for some—
and there is a wealth of other options available. Find
out which one is right for you!

EMPLOYER ENGAGEMENT

Employers, educators, scholars and policymak-
ers agree: there can be no effective career educa-
tion without employers. Engagement by employers,
helping educators understand what skills are in
demand in the workplace, is what makes today’s
career programs different from the old, ineffective
vocational education of the past.
Research—sometimes  conflicting research—
suggests that employer interest and involvement
are in a state of flux. Overall, some studies suggest,
employer-provided training has declined sharply in
recent decades.’37 Other scholars argue that in-house
company programs remain robust—albeit focused

disproportionately on more educated workers and
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those who already have a job rather than the unem-
ployed.’3® Employers vary widely by size, industry,
region and workforce needs, and perhaps it’s a mis-
take to generalize. Recent years have seen a flurry
of new employer commitment to training, particu-
larly in manufacturing and construction, and a surge
of interest in apprenticeship—an increasingly pop-
ular option at big, brand-name companies and also
smaller, less-known firms across a range of indus-
tries.139 But clearly more remains to be done.

Afirst critical question: what exactlyis needed from
employers? One obvious answer is employer-provided
training—programs offered by the company, at the
company, on the company dime. But it’s not irrational
for many firms to decide this no longer makes sense
today, when few workers expect to stay in a job for
more than a few years and the skills needed for many
positions are far more specialized and complex than
in the past.14° Employers, educators and policymakers
increasingly agree there are other ways for employers
to help—a spectrum of options, many of them just as
valuable as on-the-job training.

Our group favors using an array of tools—new
incentives and new expectations—to encourage more
involvement all along the spectrum.

= There can be no effective regional workforce
planning without advice from employers, and
virtually all states as well as the federal gov-
ernment now offer incentives for company
input, whether on state and local workforce
investment boards; dedicated councils known
as “sector partnerships” that bring educators,
employers, unions and others together to craft
initiatives for a region or an industry; or in some
other venue.'4!

= As important, according to many educators,
is ground-level engagement by local compa-
nies: campus by campus and program by pro-
gram, offering advice about workforce needs,
helping develop curricula, providing opportu-
nities for work-based learning and ultimately
hiring graduates. This can be time-consuming
and labor-intensive, as much of a commitment
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as providing training at the company, but accord-
ing to many educators, it’s an essential ingredi-
ent of any effective program.42

= In still other instances, a group of employers
from one industry or clustered in one geographic
region comes together to partner with a commu-
nity college or other training provider.43 Though
sometimes labeled “sector partnerships,” these
coalitions are different in one important respect:
they are often initiated by employers, not the
government or other intermediaries, and the
cooperating firms, not state planners or unions
or college administrators, tend to be more clearly
in the driver’s seat. In this case too, what works
best is intensive, day-to-day collaboration with
the college or other provider. But it can help that
several companies share the burden. And their
collaboration can reduce the free-rider problem,
easing employers’ fears that they will train work-
ers only to see them hired away by a competitor.

Arguably the
ment in training is apprenticeship—an intensive,

pinnacle of employer engage-
often time-bound commitment that combines
company-provided, on-the-job training with related
learning in a classroom, generally over a period of
two to four years.'44 First Barack Obama and then
Donald Trump have focused US workforce policy
on apprenticeship, and the number of programs is
growing nationwide—cause, our group agrees, for cel-
ebration.!45 But apprenticeship is not the best tool in
every case—not every company can afford the invest-
ment, not every job requires that level of skill. And
part of what’s missing from today’s policy conversa-
tionis a clearer vision of an alternative model, or mod-
els: shorter, simpler, less exacting ways for employers
to offer effective workforce training.

Callitthe Model T of employer-provided on-the-job
training. Any new, simpler prototype should build on
the lessons of apprenticeship, including, most impor-
tantly, the combination of robust, structured on-the-
job learning and related classroom instruction. As the
recent history of apprenticeship shows, employers
respond well to road maps and prototypes—proven
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templates they can customize for their companies—
and our group agrees that many options are needed
to provide training on the scale that’s needed today.

Incentives and expectations for
employers

The challenge for policymakers: how to encourage
and incentivize employer engagement of any kind,
from sitting on a workforce investment board or other
advisory council to full-fledged apprenticeship. Our
group sees promise in a number of tools, all of which
could potentially be put to use on a broader scale.

Brokering relationships. Several states have found
they can make a difference with a fairly light touch,
sometimes simply creating a first opportunity for
a company and a college to work together. In some
cases, the inducement is a small, shared grant. In
other instances, the state pays for training and offers
it free of charge to the company but makes it available
only at a community college.4¢ The rationale for this
kind of incentive: it’s often difficult for educators and
employers to connect, but once they have some expe-
rience of collaboration, relationships often take on a
life of their own.

Perks and privileges. Still another type of small but
meaningful incentive involves access and privileges.
Many companies that offer apprenticeship training say
the decision to register their program, whether with
the Department of Labor or a state office of appren-
ticeship, was driven less by the prospect of grants or
tax credits than by the perks available to registered
offerings: less red tape for students who take licen-
sure exams, easier access to college credit for trainees
or, for companies with public contracts, exemption
from certain Davis-Bacon Act wage requirements,
among other benefits.’47 Why not use these and other,
similar tools to encourage more types of employer
engagement?

Training grants. By far the most commonly used tool
to encourage companies to offer skills development:
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customized training grants, generally provided by
state government. Almost every state in the nation
offers them, usually as incentives for companies to
move into the state or remain there. In most places,
firms can use the money as they choose—to train
in-house, to pay a community college or other training
provider, for pre-hire instruction or to upskill existing
employees. Grants tend to be small. One 2006 study
found they averaged just $525 per trainee.’4® What
isn’t clear is whether this funding incentivizes compa-
nies to do something they would not otherwise have
done or simply pays for training they would have pro-
vided in any case—an employer windfall.149

Decades of trial and error have taught states how
to maximize the payoff to customized training grants.
Most states maintain some kind of criteria for eligi-
ble companies: requirements that they create jobs,
raise wages, adopt new technology or shift to pro-
ducing higher-value goods or services. Some states
give preference to clusters of employers; the goal is
to use funding to sustain a local industry rather than
bolster a single company. Other states run the money
through a local institution the state seeks to strength-
en—a community college or the regional workforce
investment board.!s°

Still other potential tweaks: policymakers could
taper training grants, requiring growing matches from
employers. In the case of apprenticeship or other
programs that combine on-the-job-learning with
classroom instruction, authorities could take a leaf
from Germany, where the government often pays for
class time, while the company covers wage costs and
workplace mentoring.

The bottom line, members of our group agree, is
that states can help by priming the pump. But at some
point, employers should be expected to carry a share
of the burden.

Tax credits. Still another relatively little-used tool:
the tax code, state or federal. A handful of states cur-
rently offer tax incentives for employee training—
sometimes covering as much as 50 percent of training
costs but usually capped at relatively small amounts.
There is little research on tax credits designed to spur
employers to provide training, and the idea has yet to
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catch on more broadly. But in theory at least, the con-
cept is popular with policymakers—several proposals
are pending in Congress.!5!

Members of our group see promise in a recent pro-
posal from the Aspen Institute Future of Work Initia-
tive for a relatively modest, carefully targeted federal
taxincentive modeled on the federal R&D tax credit.152
Our group would modify the proposal to ensure that
the benefit falls primarily to the working class and not
to the better-educated, better-paid workers who now
receive the lion’s share of employer-provided training.

How our credit would work: a company would cal-
culate its average annual training cost based on what
it spent over the past three years. The credit would
cover 20 percent of additional upskilling offered
the following year to employees earning less than
$60,000. Instruction could be offered anywhere by
anyone—at the company, a community college, a
nonprofit or for-profit training provider—as long as it
was paid for by the employer and culminated in a por-
table industry credential, ensuring that trainees are
learning skills useful across the industry, not just at
a single firm. The rules would be slightly different for
small businesses, tailored to ensure equitable uptake.

Particularly appealing to our group are both the
design of the credit—funding for new training only—
and the salary cutoff. Both provisions should help
minimize any windfall effect. After all, companies
generally offer less training to less well-paid employ-
ees. Also attractive: the 20 percent subsidy, which
strikes our group as a reasonable amount to compen-
sate employers for employees who may move on to
other jobs.

More far-reaching tools. These proposals don’t
exhaust the options. There are many ways to encour-
age employers to offer more training and take a more
active role in partnering with other training providers.

Some appear modest and inexpensive but could
potentially drive substantial change. Federal funding
for career education—both the Workforce Innovation
and Opportunity Act (WIOA), which pays for the pub-
lic workforce system, and the Carl D. Perkins Career
and Technical Education Act, which covers second-
ary and postsecondary CTE—encourages training
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providers to partner with business and industry, and
these mandates should be strengthened.’s3 A criti-
cal means to that end, badly needed, would be better
metrics—a yardstick that helps policymakers distin-
guish between meaningful employer engagement and
the all-too-common check-the-box variety. No such
measure currently exists.

Other proposals are more dramatic. Some mem-
bers of our group argue for significantly raising unem-
ployment insurance taxes and returning the revenue
to employers with the caveat that the money must be
used to fund workforce training.!54 Others propose
mandating that employers who provide career devel-
opment for college-educated managers be required
to provide equal opportunities for less-skilled,
less-educated employees. Still others would like to
see forward-looking companies come together and
spur one another to provide more education and
training, as they have collaborated to advance green
building and other causes.

Where our group agrees: any and all policy reform
should be coupled with new expectations—a national
expectation that employers carry a larger share of the
load. A skilled labor force is a public good, and there
is a persuasive case for taxpayers doing more to pay to
train in-demand workers. But employers too have an
interest in a skilled workforce, and there is no better,
more effective way to uphold their end of the fraying
social contract. How to make work pay better than it
does today? The more we invest in skills, the less need
we have for other wage enhancements.

Many employers in a range of industries are show-
ing increased interest in training as the labor market
tightens. But what’s needed goes beyond a quick fix,
and employers need to shoulder more responsibility
for workers’ skills.

Perhaps the most powerful tool to incentivize
employers—and others—to provide more training:
reforming federal financial aid for higher education to
allow students to use loans and grants to pay for occu-
pational instruction.
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FEDERAL FINANCIAL AID

American attitudes toward postsecondary education
and training are changing. There’s increasing interest
in career options. High schools, community colleges,
alternative training providers and employers across
the country are experimenting with new programs
and new, more effective ways of delivering them.

The biggest obstacle to change: the federal govern-
ment isn’t keeping up. Federal funding for higher edu-
cation, including the $122 billion we spend each year
on student loans and grants, remains sharply skewed
in favor of traditional academic options, with little
left over for career education, wherever or however
it’s offered.’ss Our group believes strongly that this
must change. Federal education spending is the most
important lever we have—the best way to close grow-
ing skills gaps and unleash training on the scale that
may be needed for displaced workers.156

The numbers tell the story. All told, in 2016, the
federal government spent more than $139 billion on
postsecondary education and training—loans, grants,
the GI Bill, the Perkins Career and Technical Educa-
tion Act, and funding for job training provided by the
public workforce system.!s7 Of that total, just $19 bil-
lion—14 percent—was devoted to career education
and training.’s8

One of the biggest culprits—one of the skews
that makes the biggest difference for working-class
youth—is the Pell Grant program. In 2017, some
8.3 million students, more than one-third of those
attending college, received $26.9 billion in Pell fund-
ing.s9 It’s a means-tested benefit, paid directly to
students—in effect, a voucher they can use at a col-
lege of their choice. But federal law sharply limits the
types of programs eligible to receive Pell funding, and
according to one estimate, only about one-fifth of the
total is spent on occupational education.6°

Three mandated criteria block students from using
Pell for career education. In practice, federal financial
aid covers only credit-bearing offerings at accredited
institutions that run 15 weeks or longer—at least 600
hours of instruction. But some of the most promising
job training takes place outside of accredited institu-
tions, offered by employers or disruptive education
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innovators. Even on college campuses, many occupa-
tional programs are not credit-bearing—for example,
a welding class offered by the continuing education
arm of a community college. And many are short—
less than a full semester—designed for working stu-
dents or those in a hurry to get back to the workplace.

Democrats and Republicans increasingly agree that
change is needed. But that’s where consensus ends:
there’s little agreement on what an overhaul should
look like. There are three critical questions. First, how
fast and far-reaching should change be? Should we
move by small, incremental steps or crack the system
open with radical reform? Second, how should we pay
for what could be a significant expansion of demand
for Pell Grants as trainees who now use their own
money to pay for boot camps and noncredit commu-
nity college programs seek funding from the federal
government? Third and arguably most important,
how do we ensure quality? No one wants to spend tax-
payer money on programs that do not deliver. There
can be no expansion of funding without rigorous
quality assurance.

Federal funding for higher education
is sharply skewed in favor of

traditional academic options.

Our group proposes to begin incrementally. But
ultimately we envision sweeping change, even-
tually eliminating all three restrictions that now
prevent students from using federal funding for career
programs. Popular bipartisan legislation pending in
Congress would likely scrap just one of these barri-
ers—the clock-hour requirement—releasing fund-
ing for shorter courses.’o! That’s a step in the right
direction, but our group would go further, aiming
over time to eliminate the requirement that courses
be credit-bearing and, more radical still, that they be
offered at accredited institutions—at least as accredi-
tation is currently defined.
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Our vision: low-income and working-class stu-
dents should be able to use Pell Grants and indeed
student loans for noncredit occupational instruction
at community colleges, MOOCs, coding boot camps
and in-house training offered by employers, among
other options, as long as offerings meet with nation-
ally agreed-upon standards of quality assurance. We
understand the wisdom in starting slowly and care-
fully, with one or more federal pilots. But we see no
reason to hold back in the design of these experi-
ments. This challenge will not be met with timid
half measures.

The next section of the chapter explains how
we propose to pay for expanded financial aid for
career education. The following section discusses
quality assurance.

How to fund increased financial aid for
career education

It’s impossible to predict just how much it would cost
over time to make alternative career education pro-
grams eligible for federal financial aid.

There are at least three critical unknowns. First,
occupational programs vary widely in length and cost,
some shorter and cheaper than traditional college
courses, others more expensive—so it would be diffi-
cult to estimate a price tag even if we knew how many
people were likely to seek skills training in years ahead.
Second, we don’t know how many students who cur-
rently use Pell Grants and other aid would switch to
career programs if their stipends could be used for that
instruction—perhaps a sizeable increase in occupa-
tional education nationwide at little or no cost.

Finally, most costly and hardest to foresee, we have
no idea about fresh demand. How many new appli-
cants, traditional college-age or older, who are not
currently receiving grants or loans might apply for aid
if it could be used more flexibly?162 The answer could
depend on the number of workers who are displaced
by automation and artificial intelligence—a number
we can only guess.

In 2017, Pell Grants totaled $26.9 billion a year.163 How
much might the cost grow? We have no way of knowing.
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Whatever the cost, members of our group are
divided about where to find the money.

Some are eager to appropriate new funds. One
proposal floated in the group would use revenue
from a new levy imposed by the 2017 tax bill on
multibillion-dollar endowments of elite colleges and
universities—a means, proponents in our group feel,
to level the playing field between upper-middle-class
students drawn to elite schools and those, probably
from more modest backgrounds, likely to want to use
federal funding for occupational programs.’64 Oth-
ers among us propose to go further, paying for career
education and other programs to help the working
class with a broad-based national consumption tax
modeled on the VAT used to levy revenues in Europe
and elsewhere.

Still others in our group believe it should be possi-
ble to finance expanded career education out of exist-
ing federal spending—after all, the nation already
devotes some $139 billion a year to postsecondary
education and training.

Our group has identified a number of programs
that could be reformed, trimmed or eliminated
to produce savings that could be spent on occupa-
tional education.

The public workforce system. Critics—both
researchers and policymakers—have been decry-
ing the failures of federal job training for more than
30 years. Multiple agencies run scores of programs
with little regard for administrative efficiency or cli-
ent outcomes.’65 Some of the most expensive initia-
tives—Job Corps is a telling example—consistently
fail to improve trainees’ job prospects or wages.1%¢ In
theory, the system serves two constituencies—dis-
advantaged workers and employers. But detractors
have long complained that it’s badly out of touch with
employers, and the harshest critics say it offers scant
benefits for either group—that in fact it’s mostly
self-serving, a government bureaucracy focused
above all on perpetuating itself.1¢7 Even the soberest
research suggests that results are mixed—with one of
the strongest complaints being that rigorous evalua-
tion is often lacking.168
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Some members of our group are more skeptical
than others. But we all agree that the most disparaging
critics go too far. We don’t support wholesale termi-
nation of programs or sharp cuts to federal spending
for employment and training services. We hope the
reforms promulgated by 2014 legislation reauthoriz-
ing the system, the Workforce Innovation and Oppor-
tunity Act, are taking hold and that they will make
a difference for disadvantaged workers. Among the
most important are mandates for more consultation
with employers and more accountability for client
outcomes.1®9 Still, our group believes, more could be
done to reform the system: consolidating programs,
identifying and addressing inefficiencies, eliminating
waste and fraud and saving money that could poten-
tially be better spent on career programs funded with
federal financial student aid.

Upper-middle-class tax credits and grants. By and
large, members of our group agree: if federal fund-
ing available for student financial aid is limited, as it
surely is in an era of revenue-neutral budgets, sub-
sidies should be targeted to the neediest students,
including the working class.

As is, Washington spends a considerable amount
each year on middle- and upper-middle-class stu-
dents. This is true to some degree of Pell Grants. The
maximum allowable grant has been growing steadily
in recent years as college costs increase, and because
of the way student eligibility is calculated—as the
maximum award rises, so does the allowable maxi-
mum income of recipient families—the pool of stu-
dents who receive grants has also been growing to
include more and more affluent students. Most sub-
sidies still go to young people from families earning
less than $40,000 a year, but according to one esti-
mate, 5 percent go to students with incomes greater
than 250 percent of the poverty line.'7° A number of
reform proposals, including a bipartisan plan backed
by the College Board, suggest limiting this automatic
expansion, and our group agrees.!7!

Even more costly for the government are educa-
tion tax credits, which go predominantly to the mid-
dle and upper-middle class. The primary culprit is the
American opportunity tax credit for undergraduates.
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If federal funding for student
financial aid is limited, subsidies
should be targeted to the neediest
students, including the

working class.

Low-income students don’t generally benefit: cred-
its are based on the amount of tuition the student
pays, and some 40 percent of students are ineligible
for a credit because they pay no tuition or do not file
taxes.l72 Meanwhile, at the other end of the income
scale, credits are available to students from families
earning up to $180,000 a year. Lowering the cap to
$100,000 would eliminate this upper-middle-class
subsidy but preserve aid for middle-class students—
and save the government a significant portion of the
$20 billion it spends each year on tax credits.173

Add tax credits for graduate students, and
according to one estimate, we could save another
$2 billion to $3 billion—with little if any effect on stu-
dent behavior.'7+ Research suggests that tax credits
do nothing to increase student enrollment in college
or university.'75

Still
tax-advantaged 529 education savings accounts, which
also serve primarily wealthy families. According to the
Congressional Budget Office, 97 percent of the bene-

another potential savings: eliminating

fit accrues to households in the top fifth of the income
distribution, while poor and working-class families
see no gain at all.'76 Abolishing 529 plans would save
an additional $1 billion to $3 billion a year.77

Loans for graduate students. Graduate students are
a relatively small but growing share of the Americans
enrolled in higher education, and they are responsible
for an outsized share of federal education loans. Just
14 percent of all postsecondary students in 2017, they
hold nearly 40 percent of total outstanding student
debt, now valued at $1.4 trillion, and according to one
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study, they were responsible for roughly one-quarter
of the dramatic increase in borrowing that began
three decades ago and continues apace today.178

There are a number of reasons for this dispropor-
tion. Graduate students do not face the same loan
limits as undergraduates.’7 Their loans are often
significantly larger.18 And although in the past, they
were less likely to default than undergraduates, this
appears to be changing: one-third of those who left
graduate school in 2009 had not repaid any portion of
their loans after five years.!8!

Still an additional cost: like undergraduates, more
and more graduate students are availing themselves of
loans that allow for income-based repayment. These
plans, which now account for nearly half of all stu-
dent borrowing, set monthly payments as a share of
the borrower’s income until 10 to 25 years after grad-
uation, when the loan is forgiven, whether or not the
debt has been erased.’82 According to the Department
of Education, loan forgiveness for students, graduate
and undergraduate, who borrowed on income-based
repayment plans in 2015 is likely to cost the govern-
ment some $11.5 billion over time—and as more and
more students choose these plans, the annual bill can
only grow.!83

The case for trimming federal financial aid to grad-
uate students assumes a robust and safe—adequately
regulated—private loan market. As is, private lenders
account for about 10 percent of student loan debt. The
Obama administration sought to reduce private educa-
tion lending, but banks are eager to expand their role
and say—a claim supported by academic research—
they can save money for students with good employ-
ment prospects and good credit histories.’4 It’s a
description that fits many if not most graduate stu-
dents. Whatever their field, they already have bach-
elor’s degrees—a credential with proven earning
potential—and in many cases have returned to school
to qualify for high-paying elite professions. The idea of
relying more on private credit markets raises red flags
for some progressives. But with adequate protections,
it could save money for students, reduce the burden on
taxpayers and send better signals—invaluable for stu-
dents, educators and policymakers—about the quality
and worth of educational programs.
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Reform need not eliminate graduate student loans.
Students who repay pose no burden. But there is an
argument for capping graduate borrowing and elim-
inating loan forgiveness.!®s There is no government
estimate, by the Congressional Budget Office or other
agency, of how much eliminating graduate-student
loan forgiveness would save the taxpayer. But one
back-of-the-envelope estimate suggests the sav-
ings could amount to $5 billion to $10 billion a
year—enough to pay for a robust increase in Pell
expenditures.186

A piece of a bigger puzzle. Federal financial aid is
a vast, complex system crying out for reform well
beyond the changes we propose to free up fund-
ing for career education. Other essential goals: lim-
iting hemorrhaging costs, making higher education
more affordable, targeting aid to students who need
it most and injecting more meaningful accountability.
There have been myriad proposals in recent years to
rethink the Pell program, cap or eliminate loans, slash
tax credits, replace grants and loans with lifetime
education savings accounts and allow private inves-
tors to cover tuition costs in exchange for repayment
based on students’ future earnings—arrangements
known “income-share
other changes. It’s beyond the scope of this chapter
to weigh in on these proposals, but members of our
group agree: change is long overdue.

as agreements”—among

QUALITY ASSURANCE

Eager as our group is to free up additional resources
for career education, we all agree there can be no new
spending without quality assurance—certain, rigor-
ous quality assurance. This is a challenge: there is no
single, foolproof answer ready to implement today.
The good news is that this realm too is seeing wide-
spread experimentation and innovation, and a variety
of new tools are emerging.87

Many reformers feel quality assurance is primarily
a job for the federal government, including perhaps
wider use of tools such as the “gainful employment”
measure developed by the Obama administration.188
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Others would rely more heavily on the states.!89 Still
others look to employers and investors with a stake
in the outcome of occupational programs to exercise
oversight without interference from government—
after all, the reasoning goes, these businesses’ time
and money are at risk if trainees fall short.19°

Our group endorses four broad categories of
reform: alternative accreditation, more reliance on
industry-recognized credentials, pay-for-performance
funding and a federal database where students, edu-
cators, employers and policymakers can find infor-
mation about students’ employment outcomes—job
placements and wages after graduation. All four tools
can be used to track performance and spur improve-
ments at traditional high schools and colleges as well
as alternative education and training providers.

Alternative accreditation. How to assure quality at
an institution of higher education? Most people’s first
answer, the conventional answer, is with accredita-
tion: oversight by an independent third party unaffili-
ated with government but recognized by it to monitor
quality and maintain standards, like the accrediting
bodies that oversee traditional colleges. Perhaps not
surprisingly, a number of policymakers who support
increased funding for career education propose to
assure quality by means of alternative accreditors.

The Obama administration experimented with
appointing accreditors on a case-by-case basis: for
each career training option funded by the 2015 Edu-
cational Quality through Innovative Partnerships
(EQUIP) pilot program, a third party familiar with the
occupational skills being taught.19* The House Educa-
tion and Workforce Committee proposes to give the
job to existing academic accreditors.’9> Sens. Marco
Rubio (R-FL) and Michael Bennet (D-CO) want to
create an entirely new system of “outcomes-based”
accreditation.’93 Sen. Mike Lee (R-UT) would con-
tract out to the states, allowing them to appoint their
own alternative oversight bodies.’94 Most recently,
a task force convened by the Trump administra-
tion has proposed a new generation of apprentice-
ship programs monitored by a national network of
industry-specific accreditors, including trade associ-
ations and other employer groups.!95
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Our group likes the idea of involving employers and
also the emphasis on outcomes in the Rubio-Bennet
proposal. But we’re not sure accreditation alone is an
adequate answer—it didn’t help much in recent years
to guarantee quality at for-profit colleges. The prob-
lem, in our view: traditional accreditation focuses on
inputs like instructors’ credentials, facilities and stu-
dent services rather than student success. In the case
of career education, we propose combining accredita-
tion with some other form of quality control that links
funding directly to student outcomes—skills attained,
credentials earned or employment outcomes.

Industry certifications. The ultimate question about
any career education: does it prepare students for the
world of work, equipping them with the skills they need
to succeed on the job? Industry occupational certifica-
tions are designed to identify skills in demand in the
workplace. They are often thought to signal quality in
career education programs: the share of students earn-
ing industry credentials is seen as a proxy for the share
landing jobs. And indeed, many proposals to use public
funding for career education lean heavily on industry
certifications for quality control.196

How the credentials work: employer groups, work-
ing independently of educators, establish sector-wide
skills standards, occupation by occupation and job
by job. These standards are used to generate skills
assessments—an on-paper test, a practical hands-on
test or both—backed by the employer group. Instruc-
tion may be delivered at a high school, a community
college or, in the case of some credentials, an inde-
pendent training provider. Success is not measured by
grades or academic progress. To earn a certification,
a student need only pass the test, generally adminis-
tered by an independent third party. The payoft: stu-
dents seeking certification know they are learning
skills in demand in the labor market, and success on
the test signals to employers across the industry that
the student has what it takes to succeed on the job.

What exactly are the skills needed for an entry-level
welding job, for example? The American Welding Soci-
ety has developed a standard and a test, and students
who pass often have a significant leg up when applying
for a job.
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The problem with relying on industry certifications
for quality assurance: the American National Standards
Institute estimates that more than 4,000 certifying
bodies are issuing occupational certifications in the US
today, but according to the analytics firm Burning Glass
Technologies, only about 100 industry credentials are
in demand among employers.197

Many different concerned parties are working to
separate the wheat from the chaff. Governors are
drawing up lists of credentials of value to employers
in their states. Several national business groups and
education reform nonprofits are working to develop
databases and online platforms to help consumers—
employers, educators, students and others—deter-
mine which credentials have currency and which do
not.198 Eventually, our group believes, the market will
shake out. But we aren’t there yet.

The bottom line for quality control: preparing stu-
dents for an industry credential is not yet a rock-solid
guarantor of quality—not in itself enough to assure
students or taxpayers betting on an unaccredited
career program. But industry certifications are an
essential ingredient in what is needed now and will be
needed in the future. Employer validation is an indis-
pensable standard. Success in preparing students for
the better-known certifications is a recognized hall-
mark of quality. Our group strongly endorses efforts
to sift among credentials, identifying those with the
most value in the labor market. And we believe indus-
try certifications have the potential to become a sine
qua non that most if not all career-education pro-
grams eligible for federal funding should have to meet.

Pay-for-performance funding. Still another form of
quality control, perhaps the simplest: the government
could withhold payment from programs that don’t
deliver results, equipping students with the skills they
need to land and keep well-paying jobs.

That’s not generally how it works today. Spending
for institutions of higher education is based on enroll-
ments, not performance. Colleges and universities
receive funding for the number of students who attend
and the number of hours they spend in class, with
no reward or punishment for how well the school
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meets any performance metric—academic attain-
ment, employment outcomes or other measures.

Some policymakers, state and federal, are hesi-
tant to impose stricter standards. Research shows
mixed results for higher education funding based
on results, and lawmakers are wary of seeming to
punish schools or shut down educational oppor-
tunities—even a poor-performing school, this rea-
soning holds, is better than nothing.!99 But despite
these reservations, states have been experimenting
with performance-based funding, and after several
decades of trial and error, about two-thirds now use
a formula that takes account of outcomes to disburse
some portion of what they spend on two- and
four-year colleges.20°

Most of these formulas focus on academic out-
comes—progression toward degrees, completion and
graduation.?°? A handful also include one or more
employment metrics, rewarding colleges for student
job placements, entry-level wages or wage gains.202
This can be challenging: many states lack adequate or
consistent data on employment outcomes. But a few
pioneers—YVirginia and Texas are leading the way—
have developed promising mechanisms that could
form the basis for experiments in other states.2°3 Our
group strongly encourages adding and emphasizing
employment metrics.

A bipartisan proposal from the education non-
profit Results for America would introduce federal
performance-based funding for career education.204
The design is simple: a first payment from Washing-
ton would cover only part of the cost of the program,
with full payment withheld until students graduate
and find high-paying jobs. Many conventional aca-
demic educators will bristle at being judged in this
way—most don’t see it as their role to prepare stu-
dents for the job market. But our group finds it an
appropriate approach for career education, and we
support a federal pilot designed along these lines.

A federal database. Ultimately, the key to better
quality assurance is information—readily available
information about outcomes. In the case of career
education, the outcome that matters, or should
matter, most is employment after graduation—a
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well-paying job in an in-demand occupation, ideally
related to the student’s field of study. Do students
who complete the program get better jobs? That’s the
truest test of quality.

More transparency would also benefit students,
helping them make potentiallylife-changing choices—
and allocate educational resources more efficiently. It
may be particularly important for working-class fam-
ilies with less to spend and more interest in options
other than traditional four-year colleges.

The good news: more information is becoming
available. The federal government maintains a pop-
ular website, the College Scorecard, that provides
data about college costs, graduation rates, previ-
ous graduates’ earnings and more, institution by
institution.2°5 Many if not most states also main-
tain databases and websites that help students make
sense of their options.2°®¢ WIOA requires educa-
tion and training providers funded through the pub-
lic workforce system to publish data about trainees’
employment outcomes.?°7 And industry-recognized
credentials help signal what skills are in demand in the
labor market.208

Do students who complete the
program get better jobs? That’s the
truest test of quality.

But much information is still sorely lacking, and far
too many students still make postsecondary choices
based on what their parents did; what’s popular
among their peers; the reputation, substantiated and
unsubstantiated, of the programs on offer; or simply
geography—what’s nearby.

There are many gaps in the information available
today. The College Scorecard publishes data only
on students who receive federal financial aid, and it
reports graduation rates only for first-time, full-time
students, leaving out the growing number who attend
part-time, transfer from another college or return
to school later in life. Also problematic, it provides
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information institution by institution rather than
program by program—even though a degree from a
school’s engineering program may pay off quite dif-
ferently than, say, a psychology degree from the
same institution.2®9

Government, state and federal, collects little infor-
mation about the noncredit programs that often pro-
vide the most nimble and effective career education.
State databases often contain detailed information
about employment outcomes—data on job place-
ments and earnings made available by the state agency
that oversees unemployment insurance. But many
students end up living and working in a state other
than where they studied, and federal lawmakers con-
cerned about privacy have been loath to make nation-
wide data—tax records or Census data—available.21°

Some of these problems are intractable and will
remain so for years to come. The data just aren’t avail-
able, or we lack the ability to collect them. But part of
the problem is politics: educators reluctant to take on
greater accountability and advocates on the right and
left concerned that making more data available would
violate student privacy or open the way to discrimi-
nation or security breaches. On the other side of the
debate, a growing coalition—education reformers,
business groups, investors, and public colleges and
universities, among others—is clamoring for more
information from the federal government.2!!

Two broad categories of reform could transform
the landscape. Neither requires the collection of
new data—the information already exists. What’s
needed starts with more comprehensive reporting: all
students, all outcomes.?'? A second key change would
allow the federal government to match student-level
education records with individual employment and
earnings data—as many states already do—then
“de-identify” the information in a way that protects
student privacy and make the results available to stu-
dents and others.213

Student-level data would paint a much more gran-
ular, more accurate picture of the likely return to
particular postsecondary education and training pro-
grams—the information reflects actual outcomes,
not generalizations or averages. But federal law
bans matching academic records and employment
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outcomes in this way.214 Several bipartisan proposals
would overturn the ban: one introduced first in 2013
by Sens. Marco Rubio (R-FL) and Ron Wyden (R-OR)
and another offered in 2017 by a strange-bedfellow
group of cosponsors that included Sens. Elizabeth
Warren (D-MA) and Orrin Hatch (R-UT).215

Our group strongly endorses reform along these
lines. There can be no effective quality control of
career education without better information about
employment outcomes.

More transparency would allow students—
working-class students and others—to make bet-
ter, more informed choices. It would help point the
way for educational institutions seeking to serve
learners better. It would be invaluable for policy-
makers, helping identify which programs work and
where reform is needed, and it would harness the
power of competition to improve higher educa-
tion. Imagine a world where education providers
compete not on the basis of perceived prestige or
exclusivity, but rather on how well students fare—
what kind of jobs they get and how much they earn—
after graduation.

CONCLUSION

Progressive members of our group are focused above
all on college affordability and increasing access to
higher education. Conservatives are eager to advance
choice, competition, flexibility and accountability. Our
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group has reached consensus on a set of proposals
that we believe would meet all of these goals, includ-
ing increased access and more choice, along with
greater accountability.

An important area of agreement: as a group, we
oppose making college free for all students. Indeed,
we believe this would compound existing prob-
lems, reinforcing the idea that all young people must
attend traditional four-year schools and using public
funds to offer needless savings to upper-middle-class
students instead of targeting federal aid to those who
need help the most.

More important in our eyes than universal access to
traditional college are more, varied options that offer
opportunities for all students to succeed, no matter
what their aspirations or how they learn best—in a
conventional classroom or some other way.

The question we found most challenging as a
group: how to pay for our recommendations. Even
our relatively modest proposals to repurpose exist-
ing funding streams—trimming federal subsidies for
wealthy families and eliminating loan forgiveness for
graduate students—would create winners and losers
in a way that concerned some members of the group.
Yet in the end, we believe, a system that provides
more choice, more flexibility and more responsive
postsecondary offerings—where what students learn
in school is better matched to the skills they need on
the job—will benefit not just the working class but
Americans across the board.
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V. FAMILY AND COMMUNITY

What’s wrong in working-class communities today is bigger than
economics. Working-class Americans have always earned and
owned less than the middle class, but the two groups’ families
and communities once looked much the same: stable, cohesive,
self-reliant. That is no longer the case today. Over the last four
decades, the working class has come to look less like the middle
class and more like the poor—struggling families, crumbling
communities and, most recently, opioid addiction. This may be
the hardest challenge we face in addressing the plight of the
working class—restoring the culture of family and revitalizing

civic institutions.
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uch of working-class America feels left out, and
Mnot just because real wages are down since the
19708, too many jobs have been shipped to China or
men’s labor force participation is low. The depressed
state of much of working-class America is about more
than money. It’s also about the fragility of family and
community life in working-class enclaves. Some of
this fragility adversely affects worker productivity, and
some work conditions take a toll on family and com-
munity, making them even more fragile.

Too many working-class Americans are “bowling
alone,” in political scientist Robert Putnam’s famous
phrase—disengaged from local community life and
civic organizations, whether the Parent-Teacher
Association, their neighborhood church, the Pipefit-
ters Local 120 or the VFW.216 From the 1970s to the
2000s, the share of working-class men and women
aged 25 to 60 who were involved in some kind of sec-
ular civic activity fell from 71 percent to 52 percent.?'7
Likewise, the share of working-class adults aged 25 to
60 who attended church regularly—nearly every week
or more—fell from 40 to 28 percent.218

Similar trends have played out among children and
adolescents. Almost one-third of high school seniors
with well-educated parents regularly attend religious
services, whereas only about 20 percent of high school
seniors with less-educated parents attend regularly.219
And the share of children from lower socioeconomic
backgrounds involved in school-based extracurric-
ular activities has fallen by more than 10 percentage
points in the same time period, even as involvement
has remained largely constant and high among chil-
dren from upper socioeconomic backgrounds.22©
These are but some indicators of the ways in which
the fabric of communal and civic life is unraveling in
many working-class communities.

The fraying of civic and communal life hurts indi-
viduals. Putnam has found that high levels of social
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capital—defined as civic and community engage-
ment, as well as social trust—are especially important
“in keeping teenagers from dropping out of school,
hanging out on the streets and having babies out of
wedlock.”?21 Men and women who are not integrated
into local communities are less likely to flourish emo-
tionally, socially and civically. They suffer from sui-
cide, depression and substance abuse at higher rates;
they are less likely to trust their neighbors; and they
are less likely to vote.222 Indeed, one reason that
deathsrelated to suicide or substance abuse are climb-
ing among white working-class Americans seems to
be that they are less engaged in their communities
than they were in previous decades.??3 In some cases,
then, social isolation can be downright deadly.

The breakdown of communal life also has con-
sequences for society. Along with substance abuse,
crime rates are also higher in communities where
men and women are less civically engaged.224 Eco-
nomic mobility for lower-income children is worse in
places where community life is weak.225 Trust tends
to be lower and engagement in the political process
more limited.226

Moreover, in Putnam’s words, “For working-class
Americans, voluntary associations and churches offer
the best opportunities for civic skill building.”227 This
is where many people give their first presentation or
learn to run a meeting, among other skills that can
redound to the benefit of their local community and
political life. An anemic communal life, then, erodes
the basis for a robust economy and strong democracy
in working-class communities.

A similar story holds true for working-class fami-
lies. Over the last half-century, stable, married fami-
lies have lost ground among working-class Americans.
In the 1970s, most working-class men and women
were stably married, defined as living in their first
marriage.228 Today, a majority of working-class adults
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ages 18-55 are not married at all, let alone in stable
marriages.229 Moreover, only about half of children
raised in working-class homes will be raised into ado-
lescence by stably married parents. By contrast, almost
three-quarters of children raised in college-educated
and affluent homes will be raised by their own mar-
ried parents as they reach adolescence.23°

This retreat from marriage in working-class Amer-
ica affects men, women and especially children. Men
and women who are not stably married have lower
levels of household income, greater income insecurity
and worse financial prospects as they head toward
retirement.23! They are also more likely to face emo-
tional problems and substance abuse and to end up
committing suicide.232

The effects on working-class children are if any-
thing more troubling. To be sure, many children raised
outside of an intact, married family turn out fine, and
some children raised in married families fare poorly,
especially if their parents are inattentive, authoritar-
ian or caught in highly conflicted marriages.?33 But
as the Saguaro Seminar working group notes, “[Chil-
dren] who grow up in stable families with effec-
tive parents reap numerous advantages throughout
their lives.”234

On average, children in stable, married families get
more financial support, consistent attention, affec-
tion and discipline from their parents, and they are
less likely to have their social networks dislodged by
frequent moves.235 Children who experience instabil-
ity or live with a single parent, in contrast, are more
likely to flounder in school, have social-emotional
problems and end up idle or underemployed as young
adults.23¢ The increasing number of working-class
children who grow up outside of marriage are also
at greater risk of poverty and of dropping out of high
school as they transition into adulthood.237

The weakness of family life in many working-class
communities also exacts a social toll. Violent crime
is higher in communities where families are more
fragile, as are suicide and other deaths of despair.23®
The American Dream—as measured by the odds that
children raised in lower-income families will make
it into the upper class as adults—is less attain-
able in communities where single-parent families
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predominate.239 And what Case and Deaton call the
“pathologies” now afflicting many working-class
Americans appear to “move in tandem with other
social dysfunctions, including the decline of mar-
riage, social isolation and detachment from the labor
force.”240

What is to be done to address the fragility of
working-class families and communities? Our group
suggests four steps: strengthen the underpinnings of
blue-collar communities, reform social welfare pol-
icy, align working conditions with family needs, and
strengthen families and civil society.

THE UNDERPINNINGS OF COMMUNITY

In too many working-class communities, a weak
local economy undermines family and community
well-being. Men and women are more likely to thrive
in their relationships, get and stay married and partic-
ipate in civic life when stable, decent-paying jobs are
in good supply. According to one study, the decline
of white working-class religious engagement may be
attributed in part to the increasingly precarious char-
acter of work for working-class men.24t We believe
that work and human flourishing go hand in hand and
that the vibrancy of the local economy is central to
the revitalization of working-class communities.

The solution starts with local governments act-
ing to shore up the foundation of the community—
its economy, infrastructure and local services. Our
group recommends that local governments advance
business-friendly initiatives that maximize the poten-
tial for economic growth and stable jobs. This can
mean investments in infrastructure, like roads and
internet capabilities, to connect working-class people
in smaller cities and towns to the global marketplace.
Governments can integrate and analyze administra-
tive data about schools, hospitals and other services
to suggest solutions for local public health and safety
problems.

Federal policy can help, creating incentives for
place-based investment and local revitalization. Our
group endorses the recently established Opportunity
Zone program. Created by a little-noticed provision
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of the 2017 Tax Cuts and Jobs Act, the bipartisan
initiative invites governors and mayors to identify
“distressed areas” where business creation and job
growth are lagging, then creates an incentive for out-
side investors to put money into these enclaves by
reducing the capital gains tax on their earnings. If the
strategy works, our group believes the benefits will be
economic, but also potentially broader, as commu-
nities come together to solve local problems and tap
into the potential of working-class men and women—
people we believe should be seen as resources,
not liabilities.

Local communities that wish to
reap the full benefit of Opportunity
Zones must incorporate the new

investment in a broader strategy.

The launch of the program—the selection of
zones—highlighted this potential in states across
the country, as governors and mayors scoured their
regions for distressed areas that might be worthy of
investment. The focus in Virginia was on human cap-
ital—communities with strong entrepreneurial spirit
and entrepreneurial support programs that simply
lacked funding to get projects off the ground. In Col-
orado, the emphasis was on rural communities that
showed promise for economic innovation.24> Poli-
cymakers at every level are being encouraged to see
locales for the potential they hold, and savvy commu-
nities are working to put their best foot forward to
attract capital and additional human talent.243

Opportunity Zones

The next step for governors and mayors is to
strengthen the underpinnings—human, physical and
economic—of the zones they have chosen. Outside
investors will decide where and when to put their
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capital and how long it should remain in place in the
Opportunity Zones they select. But local policymak-
ers who wish to reap the full benefit for the work-
ing class must incorporate these incoming funds in
a broader strategy, eliminating local impediments to
growth, marshaling additional resources and address-
ing social problems that private-investment dollars
are unlikely or unable to reach. Mayors and gover-
nors should be taking these steps anyway—they are
part of sustaining a healthy community and a growing
region. But an influx of outside dollars, or the pros-
pect of outside investment, should help concentrate
minds and create incentives for a more deliberate,
coordinated local push.

Part of a plan. Opportunity Zone investment will be
most effective as part of a broader economic devel-
opment plan. It’s not just an infusion of funds in this
or that attractive project; the new money should be
one building block among many in a thoughtful, coor-
dinated strategy. Among the resources and other
assistance local elected officials can bring to bear in
crafting such a strategy:

= Convening local stakeholders—employers, edu-
cators, faith leaders, philanthropists, commu-
nity organizations and others—to agree on a
common vision and coordinate efforts.

= Encouraginglocal investors to buy into the com-
munity’s agreed-upon economic plan for the
zone: Are the right suppliers in place? The right
upstream customers? What critical investments
might outsiders miss? What opportunities are
available to local entrepreneurs?

= Targeting state and federal workforce education
dollars to prepare workers for the new jobs being
created in the zone. Coordinating local educa-
tional institutions to create industry-specific
talent pipelines for the new jobs: K-8, high
schools, community colleges, four-year col-
leges and the public workforce system working
together, in collaboration with employers, to
create programs that feed into and build on one
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another to prepare residents for one or more
targeted economic sectors.

Creating incentives for employers—match-
ing grants, tax credits, technical assistance and
other resources—to provide education, train-
ing and work-based learning opportunities for
local residents.

Providing funding and technical assistance for
micro-business startups, strengthening local
entrepreneurs’ access to training and mento-
ring, and creating incentives for bigger busi-
nesses and institutions to buy locally.

Encouraging local community, faith and phil-
anthropic groups to provide social supports for
workers whose personal and family issues—a
lack of accessible child care and other issues—
prevent them from taking and retaining jobs.

Persuading local stakeholders to address com-
munity health issues—opioid abuse, but also
more mundane problems—that hobble the
local workforce.

Targeting state and local resources to address
infrastructure issues—including roads and
bridges, airports, high-speed internet access
and related transportation issues that prevent
workers from taking jobs and limit business
access to markets.

Targeting state and local resources to address
public safety and crime issues—ensuring ade-
quate policing, firefighting, emergency medical
services and other first responders.

Working with philanthropic donors and social
entrepreneurs to seed new civic institutions
that can anchor the community, filling in for
churches, unions and fraternal orders that
have left or fallen on hard times. One place to
start: creating opportunities for residents to
come together—around a community school,
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a two-generation social service center, a volun-
teer neighborhood watch and cleanup project
or other initiative.

Removing barriers. Mayors, governors and other
local policymakers can take steps to ensure that the
local business context is investment-friendly and
conducive to growth. Mostly, this is about removing
impediments, many of which have a disparate impact
on working-class men and women or on businesses
that rely heavily on working-class employees:

= Burdensome licensing and permitting
requirements.

= Overzealous zoning and land-use regulations.
= Punishing state capital gains taxes.

Attracting workers. Opportunity Zone investments
are more likely to redound to the benefit of a com-
munity when they also attract new talent to a region.
Part of what’s undermining many communities is a
dwindling or inadequately prepared workforce, and
filling critical labor gaps with skilled outsiders won’t
displace local workers—on the contrary, it can drive
economic growth and create jobs. You can’t open an
advanced manufacturing facility without highly spe-
cialized technicians, but if that talent is in place and
attracting investment, it can open up a broad array of
additional jobs for local workers.

Among the steps mayors and governors can take to
attract talent:

Mobilizing local stakeholders and marshaling
resources to ensure adequate and attractive

housing stock.

Rallying local stakeholders and marshaling
resources to improve the K-12 education system.

Seeding and coordinating efforts to improve the
region’s institutions of higher education.

Coordinating investment and philanthropic
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dollars to launch an institute for applied research
serving one or more local industries.

= Making the region hospitable to disruptive edu-
cation innovators—charter schools, private loan
funds available to students financing college
with income-share agreements and “last-mile”
education providers that help students who
have finished college bridge the gap to the labor
market.
= Persuading investors and philanthropic
funders—ideally, with matching state and local
dollars—to seed place-based education savings
accounts that can be used for higher education,
workforce training, midcareer upskilling and
other instruction.

Any of these steps may be taken in concert with Oppor-
tunity Zone investments or independent of them.
They can help working-class Americans wherever
they live—in small towns, urban neighborhoods or
rural communities. In other places, these stratagems
can be used to bring city and suburb together, plan-
ning and acting regionally to bolster working-class
Americans and others who have fallen on hard times.

SOCIAL WELFARE POLICY

Work and marriage are pillars of prosperity, eco-
nomic security and upward mobility. Americans who
remain employed full-time—or married to someone
employed full-time—and stably married are much
more likely to avoid spells of poverty or economic
insecurity and to see their incomes rise over time.244
Yet today many means-tested social welfare policies
do little to promote work or marriage.

Encouraging work. Despite a strong economy,
working-age labor force participation has not
returned to pre-recession levels, and for working-age
men, the rate is well below its most recent peak of
91.5 percent in 2007.245 Many factors contribute to
this reduction in work, and experts are uncertain
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about the leading cause. But many who are not work-
ing live in households that receive public assistance,
including Medicaid, SNAP, public housing and disabil-
ity assistance.246 More than 16 percent of working-
class households receive Medicaid, and just under
16 percent are enrolled in SNAP.247

Our group believes that this presents an opportu-
nity. Policymakers can use social welfare programs
to engage those who do not work in activities that
will lead to employment and increased household
income. This does not happen today or does not hap-
pen often enough —because programs have been told
for years that it is not their job to help recipients find
work. This must change. Not all recipients can work,
but those who can would be better off working.

State agencies that administer Medicaid, SNAP and
housing assistance should put getting recipients to
work at the center of their mission. Federal oversight
agencies should direct state officials to make increas-
ing earnings for nondisabled working-age recipients
a priority. When necessary, funding should be real-
located to ensure state agencies have the tools for
the task.

Most members of our group believe that state
agencies administering SNAP should be allowed to
go further—not just required to make employment a
core objective, but also permitted to reduce benefits
for nonworking recipients who decline to take offered
jobs. States would not be required to take this step,
merely permitted to do so, and exceptions should be
made—for families with young children for whom the
requirement would cause hardship, disrupt a child’s
health or development or interrupt the provision of
care to a disabled member of the household. In cases
where no job is available, the state would be per-
mitted to create incentives for the private sector to

Not all recipients can work, but
those who can would be better
off working.
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provide one. No one’s benefits would be reduced if no
job were available.

The Social Security Disability Insurance (SSDI)
program should also be reformed to engage recipi-
ents in work or activities leading to work. In recent
months, as the economy has improved, the tightening
labor market has led to a decline in SSDI applications
and enrollment—suggesting that incentives work and
more could be done.248 One possibility is to require
employers to fund a worker’s first years of disability
benefits; this would create an incentive for employ-
ers to offer accommodations and rehabilitation of a
kind that has been shown to increase the chances that
SSDI recipients will return to work.249

Our group as a whole believes that both kinds of
reform are necessary: requiring public assistance
agencies to make employment a core objective and
requiring more nondisabled working-age recipi-
ents to participate in work. Together, these steps
will increase labor force participation, earnings and
upward mobility.

Encouraging marriage. Many of the nation’s larg-
est means-tested programs, including Medicaid and
food stamps, penalize marriage among households
that receive benefits. The disincentives are most
pronounced for working-class families—the second
earnings quintile rather than the poorest.25° One
study found that 60 percent of couples with children
two years old and younger whose combined income
falls between the 20th and 4oth percentiles face a
reduction or elimination in their ability to access
SNAP or Medicaid if they marry and report their com-
bined income.?s! Another recent study found that
some working-class families could lose as much as
32 percent of their combined household income
because of marriage penalties.252

Programs differ, the rules are complex, and in some
situations and some programs, working-class families
can earn a bonus for marrying. The earned income
tax credit (EITC), for example, rewards couples with
children if at least one partner is working but the cou-
ple’s combined income is low—$20,000 or less.253
But far more often, marrying means a loss of income.
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Do marriage penalties matter? Most studies sug-
gest they play a modest role in discouraging marriage.
One study found that couples with young children
in the second and third earning quintiles were about
two to four percentage points less likely to marry if
they faced a marriage penalty in Medicaid or food
stamps.254 Another study found that single mothers
who would lose EITC benefits upon marrying are 2.5
percentage points less likely to marry and 2.5 percent-
age points more likely to cohabit instead, compared
to single mothers whose choices are unaffected by the
EITC.255 Another, qualitative study of EITC marriage
penalties found no effects.25¢

In light of these findings—and the potentially
large price tag for addressing marriage penalties—
our group recommends an experimental approach.
Federal demonstration programs and state agencies
could randomly assign jurisdictions and give them
the opportunity to eliminate or minimize penalties—
especially for families with children under the age of
five. Some states already do this. Minnesota recently
passed legislation that allows low-income parents
on cash welfare who marry to avoid losing bene-
fits during the first 12 months after marriage.257 Our
group believes experimentation of this kind should
be expanded—applied to a range of means-tested
programs and combined with a clear public message
that marriage will not lead to lost benefits for at least
the first two years a couple is together. Finally, going
forward, when federal policymakers reauthorize or
reform social welfare policies, they should consider
raising eligibility thresholds for married couples with
children under five so as to minimize the marriage
penalty for working-class families.

FAMILY-FRIENDLY WORKING
CONDITIONS

Many Americans struggle to reconcile the demands
of work and family, but the challenges are often espe-
cially onerous for working-class families.

suggests  that
service-sector jobs do not give workers the flexibil-
ity to care adequately for their children or elderly

Qualitative  research many
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parents. Latchkey children are left alone after school
hours and on weekends, increasing risk for emergen-
cies that could qualify as child neglect. Constraints
at work keep parents from responding to emergen-
cies such as picking up a sick child from school or
even telephoning their child after school. Employer
demands prevent some parents from scheduling
events as important as weddings.2s8

Nonstandard work hours, inflexible work policies
and unsupportive managers impose high levels of
stress on working-class men, women and families.259
A growing body of research using mothers’ daily diary
records shows that nighttime shifts bring acute fam-
ily stress, souring parents’ moods and leading to poor
parenting behavior, and this in turn affects the behav-
ior of their children the next day.26°

Most resident parents in most American families
work or seek employment outside the home.26! In
some 37 percent of all families, one parent works non-
standard hours—night shifts or “on call” work hours
with no advanced notice—and the figure is higher
among working-class families.262 The need to work
causes many parents to accept substandard working
conditions. In other cases, the stresses lead them to
leave the labor force, or fail to enter it, with the finan-
cial strain that entails. This is bad for families and for
employers, who face increased employee dissatisfac-
tion, poor attendance and high turnover.

In the past, issues of this kind were addressed by
labor unions bargaining on behalf of workers and
their families. Today, instead, our group proposes a
combination of legislative reform and voluntary cor-
porate action.

Improved parental leave. First, we recommend
increased paid and allowable unpaid parental leave
to bring American practice into line with the rest of
the developed world. The United States is the only
high-income nation in the world without a paid
parental leave law. The Family Medical Leave Act
(FMLA) provides up to 12 weeks of unpaid leave and
applies to only 60 percent of the workforce. Accord-
ing to the Department of Labor, only 12 percent of
U.S. private-sector workers have access to paid fam-
ily leave through their employer.263 The working class
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is most adversely affected by these inadequate leave
policies because of its pressing need to work.

Our group recommends amending FMLA to pro-
vide eight weeks of paid parental leave for qualifying
workers. The benefit should replace 70 percent of
the worker’s wages, capped at $600 per week. We do
not recommend amending other provisions of FMLA
beyond parental leave; we would make no changes
to medical leave or time off for family care. All new
parents should be eligible, not merely those currently
covered by FMLA. We estimate the annual cost at
between $3 billion and $11 billion. And we propose
financing it with a portion of the new revenue we
suggest raising in chapter III by expanding the num-
ber of families that pay estate taxes, limiting tax
exemptions available to better-off households or
raising minimum taxes for corporations that rely on
tax havens.

We also recommend increasing the number of
allowable weeks of unpaid parental leave from 12 to
40. This benefit should apply only to employees who
are currently covered by FMLA.

Better access to high-quality child care. Second,
we recommend improving access to high-quality
early child care and education for children younger
than five with working parents. Dissatisfaction with
child care options keeps many young parents from
entering the workforce and drives many others to
stop working.

A century ago, most nuclear families could meet
their financial goals if the father worked outside the
home while the mother remained at home. This model
no longer works for many working-class families. In
many families, parents feel they must both work out-
side the home to make ends meet, and they often feel
ambivalent about doing s0.264 Many families would
prefer to have one parent stay at home to raise their
child if they could afford it.265 In other cases, par-
ents would more readily enter the labor force or work
longer hours if they had better child care options at an
affordable cost.

The problem begins with cost: the cost of
high-quality early child care and education exceeds
what most working-class families can afford. Child
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Many parents would more readily
enter the labor force if they had
better child care options at an
affordable cost.

care and education comprise about 22 percent of all
family expenditures for families making less than
$50,000 a year.266 As one 35-year-old working-class
owner of an independent small business observed,
“I make slightly too much to qualify for Head Start
or a government subsidy, but I sure as heck do not
make enough to afford a Montessori School. So my
three-year-old daughter sits all day watching TV at a
neighbor’s house. I wake up at night worried that my
kid won’t be ready for kindergarten.”267 Surveys show
that an overwhelming majority of Americans, not just
parents, want families to have greater access to afford-
able, high-quality early child care and education.268

Today, the nation spends just 6 percent of gross
domestic product to support children under 18 years
old. The Organisation for Economic Cooperation
and Development (OECD) ranks the US near the
bottom of its 30-plus member nations in public expen-
ditures for early child care and education. Families in
the bottom earnings quintile receive modest support
through Head Start and child care subsidies, leaving
working-class families to suffer the most in compari-
son with counterparts in other developed nations.

This gap is worst among families with young chil-
dren. Younger parents, who tend to earn relatively
lower wages, often struggle when their children are
young. Emerging scientific evidence suggest that
young brains may be most receptive and responsive
to cognitive stimulation.269 Yet federal assistance is
skewed toward older children. The government pro-
vides on average more than $12,000 of annual support
for each older child and adolescent, mostly through
public education and loans for higher education, but
only about $5,400 to $8,600 for each child under five
years old.27°
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If our goal is to prepare the next generation
for the 2ist-century economy, we must do more
for our youngest children. Our group proposes a
double-barreled approach to increase the quality of
early child care and education in working-class com-
munities and provide financial support so more fam-
ilies can afford it.

The quality of child care can be improved with
top-down initiatives such as Smart Start in North
Carolina, which provides training for child care work-
ers, improved standards for child care facilities and
consultations for owners seeking to improve their
facilities. North Carolina’s experience suggests that
the funding it provides for this initiative is more than
worth the cost; results include improved third-grade
standardized reading and math test scores, reduced
special education placements and reduced grade
retention across the state.27!

Still another way to improve standards for child
care: states could certify facilities that meet quality
benchmarks and provide financial support for certified
facilities only. Our group also endorses the provision in
the 2018 Bipartisan Budget Act that is expected to pro-
vide $2.37 billion in additional appropriated funding for
the Child Care and Development Block Grant, and we
urge its full implementation. We believe policies of this
kind will help parents feel more comfortable entering
the labor force, and they are likely to yield significant
return on the investment for government.

The second component of our double-barreled
approach would be bottom-up: larger tax credits to
help working-class families pay for early child care
and education. We recommend increasing the child
and dependent care tax credit for children up to
four years old by $1,000 and making it fully refund-
able, with a cap for family income at $80,000, so
that it serves working-class and lower-income fam-
ilies. We propose to pay for this increased support
by eliminating the credit for families with incomes
above $80,000.

Voluntary corporate action. Creating better condi-
tions for working-class families cannot be left to gov-
ernment alone. Particularly in the wake of the 2017
Tax Cuts and Jobs Act and its significant reduction



FAMILY AND COMMUNITY

of the corporate income tax rate, our group believes
businesses have a responsibility to create a better
environment for families by strengthening parental,
family and medical leave and enabling employees and
managers to coordinate work schedules in ways that
minimize the burden they place on workers’ families.

Policies and practices that would strengthen
working-class families—and improve worker retention
and productivity—include but are not limited to regular
work hours, bans on unwanted mandatory overtime and
weekend work hours unless preapproved, flexible work
hours, job sharing, flexibility that allows sick time to be
used for a sick child, on-site child care, increased paid
and unpaid parental leave and expansion of health care
benefits for workers’ families. It’s time for corporations
to step up voluntarily to support their workers in these
expanded ways.

A family impact statement for every company.
Over time, we believe the free market will reward
family-friendly corporations with higher-quality job
applicants, higher worker productivity and less turn-
over. In the short term, however, many job appli-
cants and workers are unaware of local employers’
policies and the variation across companies. We pro-
pose to help workers select employers that offer the
most family-friendly working conditions by encour-
aging companies to release a voluntary annual “family
impact statement” detailing their policies for parents
and children.

One way to spur companies to release this infor-
mation would be with modest government funding
for an independent nonprofit that develops a check-
list of employer best practices and makes companies’
annual statements available to the public. The list of
items to be reported could be determined by a non-
partisan board made up of labor economists, business
owners, parents, civic leaders and child development
experts. Employers’ responses could be summarized
in ratings and rankings by the nonprofit. Reports
should be published and made available to workers
and job applicants. We propose that the federal gov-
ernment allocate resources to support the reporting
and publishing process and encourage employers to
comply—$50 million annually.
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Strengthening the underpinnings of blue-collar com-
munities, using social policy to help beneficiaries
enter or return to the workforce, family-friendly
workplaces: all of this will help to improve the quality
of life in working-class families and communities. But
our group also believes that more direct supports are
needed—initiatives that focus more intentionally on
behavior and values.

The problem begins with the drug addiction
spreading to all corners of American life but espe-
cially destructive in working-class communities. We
also need more concerted efforts to shore up families,
strengthen communal bonds and enhance the quality
of communal life.

Drug addiction. Experts differ on what’s driving the
drug epidemic sweeping across America. Clearly, the
causes are mixed—absence of economic opportu-
nity, dissolving marriages, lack of work, decisions by
doctors and pharmaceutical companies and aggressive
illegal trafficking, among others. Our group believes
the problem must be attacked from all angles, fight-
ing the epidemic’s causes and effects—preventing
the spread of dangerous and illicit drugs and treating
those suffering from addiction.

Federal and state governments have stepped up in
recent years with increased funding to stop the spread
of opioids, but funding goes only so far without more
effective policy.

Our group is encouraged by the success of
programs put in place in Arizona, New Jersey and
Kentucky that seek to limit how many opioid pills
doctors can prescribe for a patient at one time.272 Pre-
scription drugs aren’t the only problem; since 2011,
overdose deaths have been driven by heroin and fen-
tanyl, rather than pain relievers. But states can make
a difference by controlling the supply of prescription
medication and preventing the diversion of opioids to
illicit markets.

Many states have implemented prescription drug
monitoring programs that alert authorities if a doctor
strays from best practices in dispensing opioids or if
patients are “doctor shopping” to obtain more pills.
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The federal government should implement a nation-
wide monitoring program of this kind so that physi-
cians and pharmacists can share information across
states and law enforcement can better track the trans-
port of drugs across state lines. Sharing information—
between doctors, hospitals, law enforcement agencies
and other state authorities—is among the most effec-
tive tools available for fighting the epidemic.

Treatment for those who suffer from addiction
starts with naloxone, a popular antidote to overdoses.
States can save lives by making naloxone and treat-
ment beds more readily available.?73 Rhode Island and
Maryland, among other states, have also invested in
“recovery coaches” who help addicts find treatment
and in some cases change the course of their lives.274

Medicaid has a role to play in ensuring that pre-
scription opioids do not fall into the wrong hands.
Well over half of prime-age nonworking white males
receive some kind of disability benefit, and Medic-
aid likely allows many of them to fill painkiller pre-
scriptions at minimal cost. Medicaid should use
its national reach to track prescriptions, help law
enforcement target drug dealing, identify those at risk
of overdoses, and help medical staff treat addicts and
break the cycle of addiction. Medicaid and Medicare
should provide coverage for non-opioid interven-
tions for pain lasting several weeks or longer. They
should also pay for medications such as methadone,
buprenorphine and naltrexone that help addicts end
their dependence on more dangerous drugs.

The success sequence. Economic, social and politi-
cal measures will not be enough alone to renew the
social fabric of working-class America. They are nec-
essary, to be sure, but probably not sufficient. One
recent study found, for instance, that communities
that saw improved job opportunities and increased
employment as a result of the fracking boom did not
see a subsequent increase in marriage rates.275
Accordingly, many members of our group believe
we must confront cultural and communal obstacles
head on. What’s needed are conscious, programmatic
efforts to change attitudes and strengthen values
that undergird family and civil society. Here, we take
a page from movements to address drunk driving,
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same-sex marriage and teenage pregnancy. In all three
cases, educators, civic leaders, journalists and pop-
ular culture came together to support social change
with public service announcements, educational cur-
ricula, compelling television shows and news cov-
erage that lent cultural support to changing norms
and behavior.276

Our group encourages civil society to come together
in a similar way to take two steps for working-class
families and communities—and other Americans.
The first step addresses individuals directly; the sec-
ond works through civic organizations.

First, and young adults
working-class communities should be encouraged

adolescents from
to follow a variant of what Ron Haskins and Isabel
Sawhill have called the “success sequence”: education
first, then marriage, then children.?77 Today, given the
changing character of the economy, we believe the
success sequence should entail three steps:

1. Get an education that prepares you for a
decent-paying job by completing a four-year
college degree or obtaining an occupational
credential.

2. Start working full-time by the time you have
reached your early twenties.

3. Marry before having children.

Young adults who follow this sequence are much more
likely to avoid poverty and to reach the middle class as
they move into their thirties. One recent study found
that 97 percent of millennials who followed all three
steps had escaped or avoided poverty by the time they
reached ages 28 to 34, and 86 percent had reached the
middle or upper end of the income distribution.278
Some skeptics question the third step of the
sequence, and there is little disagreement across the
ideological spectrum that education and full-time
work are closely tied to economic security and upward
mobility.279 But ignoring marriage doesn’t make
sense for at least one key reason: the stability it offers
many couples. With marriage comes commitment,
greater legal and social support, and ritualized entry
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into the responsibilities of adult life. Certainly, it is
more stable than the relationship alternatives. Young
adults who have a child outside of marriage, includ-
ing in a cohabiting relationship, are at least twice as
likely to break up, even after controlling for a range
of background factors, with the mother usually left
to raise the child alone and the father saddled with
child-support obligations.28° Neither of these paths is
conducive to avoiding poverty or realizing the Amer-
ican Dream.

One way to increase the number of children born
to two people who are committed to each other and
ready to be parents—typically, in marriage—is to
reduce the number of early, unplanned pregnancies.
Although teen pregnancies have declined sharply,
half of all pregnancies in the US are still unplanned,
and the rate of unplanned pregnancy is far higher for
working-class women.

Some members of our group believe the best way
to avoid unplanned pregnancies and foster strong
relationships among young adults is to encourage
them to reserve sex for marriage. Most of the group,
recognizing the prevalence of premarital sex, rec-
ommends that contraception be made available at
an affordable cost to all women seeking to prevent a
pregnancy. In Colorado, where this recommendation
has been successfully implemented, unplanned preg-
nancies, abortion rates and state costs for Medicaid
and other social programs have fallen dramatically.28!

Second, our group believes that philanthropists,
foundations and civic and religious organizations
should work in a more targeted way to strengthen
marriage and families in local communities. Two
promising initiatives that adopt this approach are
First Things First in Chattanooga, Tennessee, and the
Culture of Freedom Initiative (COFI) in Jacksonville,
Florida. COFT has reached more than 30,000 people
with in-person family and religious programming and
generated more than 20 million internet impressions
on family-related themes. Since 2016, the divorce rate
has fallen 28 percent in surrounding Duval County, a
decline much larger than the drop during this period
in other Florida counties or the nation.282 More
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initiatives like this are needed to serve families in
communities across the nation.

Our group also believes that civic organizations,
local and national, should be more intentional about
including working-class Americans in their activities.
American religion is a prime example of the problem.
Religious attendance by young adults has dropped
off much more among working-class Americans than
in the upper-middle class.283 But religious groups—
evangelical Protestant, Catholic and Jewish—devote
far more resources to targeting young people who
attend four-year colleges than they devote to reach-
ing those who are not in college.284 This pattern holds
across a broad array of secular and religious nonprofit
and civic organizations—from the Nature Conser-
vancy and Parent-Teacher Associations to religious
groups like FOCUS (Fellowship of Catholic Univer-
sity Students) and Cru. Far too many devote the lion’s
share of their attention to the poor or to more edu-
cated, affluent Americans—anyone but the working
class. This must stop.

Nonprofit and civic organizations should address
their failure to connect with working-class Ameri-
cans. They should develop programmatic efforts that
target working-class adults and families. They should
seek out leaders with working-class backgrounds and
make sure their style and messages speak to the sensi-
bilities of working-class men and women. In the same
vein, the nation’s schools should work to eliminate
fees for extracurricular activities, including sports, so
that working-class young people are not excluded.285

No one in our group thinks it will be easy to
strengthen the culture of family or the social fabric in
working-class communities. It doesn’t help that good
jobs are often lacking, popular culture often seems
directly at odds with the habits of mind conducive
to family and community, and abundant electronic
entertainment distracts all of us from in-person rela-
tionships. Still, our group is convinced that we must
take on this challenge if we wish to improve the eco-
nomic, social and emotional lives of men, women and
children in working-class communities.






VI. ARRESTING THE DECLINE

From its earliest days, American democracy has been a
rough-and-tumble business—strong parties with sharply
opposed interests battling for preeminence. Yet most if not
all of the nation’s greatest achievements were the fruit of
bipartisan agreement. Today, very few decisions are made
by the parties working together, and compromise, once most
lawmakers’ topmost goal, is regarded as a sign of weakness.
Can bipartisanship be revived? Can left and right come
together to solve the problems we face as a nation? Qur
group does not believe either party alone can find the new

answers we need to restore the dignity of the working class.
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he year we spent preparing this study was not

a good year for bipartisanship. If anything, as
the months passed, it came to seem more and more
implausible that lawmakers in Washington would
return to bipartisan governing any time soon—maybe
for years to come. “Bipartisan,” already a dirty word
in some circles, started to feel like a laughable word—
what was our group imagining? Who did we think
would adopt our compromise proposals?

What united our group was our determination not
to give into this cynicism. If bipartisanship is dead,
America is no longer governable. Our democracy
cannot work; our nation cannot cohere. Bipartisan-
ship is in eclipse—that, no one can deny. But we
cannot give up hope—or stop working to find and
promote bipartisan consensus about policy to address
the challenges we face as a nation.

Few challenges strike us as greater or more press-
ing than the plight of the working class. The prob-
lems afflicting this group—by our definition, some
40 million Americans—are not different in kind from
the challenges facing the nation as a whole. What is dif-
ferent: the degree to which these changes and trends
are wreaking havoc in working-class communities.

All of America is reeling in the face of automa-
tion and struggling to adjust to changes unleashed
by globalization. All of America is grappling with the
decline of marriage and the rise of single-parent fam-
ilies. All American communities, or most, have seen a
waning of religious faith and a decline in civic engage-
ment. The scourge of opioid addiction is ravaging
the nation—rich, poor, white, black and Latino. Drug
addiction is now the leading cause of death for adults
under 50. And families across America are wrestling
with the question, is college worth it? Is a traditional
four-year academic education still the best answer for
them or their children?
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No one is immune. But in each case—in the face
of each of these challenges—the working class has
been hardest hit. In almost all cases, it has been hit far
harder than any other group.

Noncollege workers are bearing the brunt of auto-
mation and globalization. Entire industries are dis-
appearing, and wages have been flat since the 1970s.
Over the past four decades, marriage declined more
in the working class than among any other group,
richer or poorer. Civic institutions, religious and sec-
ular, hang on tenaciously and against all odds across
America—except in working-class enclaves, where
many if not most have collapsed.

So too with opioids and education. Map
opioid deaths across the US, as our group and
others have done, and compare the picture to a map
of working-class communities—the overlap is stark
and deeply distressing. As for the once-revered goal
of college for all, it’s fading fastest in working-class
America, and the need for alternatives is greater there
than anywhere else in the nation.

Worse still, these separate ills seem to be interact-
ing and exacerbating each other so that the sum of
the parts is far worse than any single problem alone.
Communities are more socially segregated than in the
past; many working-class enclaves are geographically
isolated. The human networks that once bound them
are disintegrating, and this erosion of social capital is
opening the way to a host of other troubling dynam-
ics. Workers are losing their jobs and their social sup-
ports, and with them, in many cases, their sense of
their identity and their place in the world—as a coal
miner or steelworker or someone who helped assem-
ble the things that once made America proudest.

“Decline” is a painful word—a word we hesitated
to use. But it’s hard to argue with the facts. Pick the
measure—workforce participation, marriage rates,
civic engagement, reliance on government social
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programs—and the working class is coming to look
less like the middle class, which it once resembled on
all metrics except income and wealth, and more like
the poor.

A PLACE TO START

Our fervent hope is that the policies we propose in
this report can help arrest this decline.

There are no easy answers. Free college, Medicaid
for all, a government jobs guarantee, universal basic
income: these are not solutions. Nor is closing the
country to immigration or launching a global trade
war. As we have explained in our report, appealing
as they may sound, our group does not believe any of
these approaches would work as hoped.

Our proposals are less dramatic-sounding, but no
less ambitious. Our primary goal is getting people
back to work and increasing wages—with job growth,
wage supports, work requirements, more readily
available job training and the renewal of communities
that provide a social underpinning for workers.

We propose to make work pay by expanding the
earned income tax credit to cover childless workers
and experimenting with a new wage subsidy. We rec-
ommend putting more pressure on state and local
agencies that administer public assistance, requir-
ing that they make a priority of helping beneficiaries
return to work. We propose adding work requirements
for some recipients of means-tested government pro-
grams. We recommend reforming unemployment
and disability insurance to create incentives to work
and remove disincentives to taking a job.

The hallmark of our proposals:
they’re practical—not grand
schemes to remake the world, but
targeted, backed by research and

grounded in real-world experience.
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We propose dramatic changes to federal funding
for higher education to shift spending away from tra-
ditional academic courses and toward programs that
teach students the skills they need to succeed on the
job. We suggest stratagems for communities seeking
to leverage the job-creating investment we expect to
see unleashed in blue-collar enclaves by the Oppor-
tunity Zone provision of the 2017 tax bill. We rec-
ommend making the child and dependent care tax
credit available to working-class families. We propose
a new federal program to monitor and limit opioid
prescriptions.

The hallmark of our proposals: they’re practical—
not grand schemes to remake the world, but targeted,
backed by research and grounded in real-world expe-
rience. Many build on or expand ideas already being
piloted in the states. Some pick up concepts that
have been put forward in Washington but not imple-
mented for lack of funds or lack of political will and
find ways to make them work—including by suggest-
ing how to pay for them. Also critical, we believe all
our proposals can appeal to lawmakers on both sides
of the aisle. We have little faith in solutions that can-
not enlist bipartisan support—they’re not likely to be
practical or enduring.

Equally important in our eyes—equally necessary
if our ideas are to have an effect—we found ways to
pay for our proposals without adding to the deficit.
Years of irresponsible spending by both political par-
ties have landed the nation deeply in debt. The next
generation faces a grim fiscal future. Working-class
Americans will likely be among those hardest hit. Our
group resolved we would do nothing to make the situ-
ation worse, and the package of solutions we propose
is budget-neutral.

This was the hardest part of our work—the root of
our fiercest arguments. No one in our group is happy
with all the options we recommend for spending, sav-
ing and raising new revenue. But we felt it was imper-
ative to agree on how to finance our ideas. Programs
that aren’t enacted for lack of funding benefit no one.
And we hope our work in this realm will provide an
example for others. It is possible to reach bipartisan
agreement on spending and saving. It is possible to
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address America’s challenges without breaking the
bank or further encumbering the generation to come.

Our bipartisan group stands together behind the
recommendations in this volume. This doesn’t mean
that each of us agrees with every idea. Almost every-
one has reservations about a least a few things. That,
we believe, is the nature of compromise: each party
gives a little—swallows hard on something they don’t
like—to get agreement on the big thing that’s import-
ant to them. This is what our group has done, and we
all support the project, if not every particular.

We as a nation can and must renew the social con-
tract that once bound us—the promise that if you
worked hard and played by the rules, you could get
ahead. Government, business and civic institutions
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all played a part in upholding the contract, and it was
a two-way street—workers, parents and others were
responsible for the choices they made about how to
live their lives. Working-class America is and has been
for several decades the group suffering most from the
unraveling of this contract.

We believe the policy proposals in this report are
a place to start—the beginning, not the end, of what’s
needed to arrest the decline in working-class com-
munities. We hope lawmakers, employers, unions,
churches—and not least, working-class men and
women—will now step up, fleshing out our proposals
and acting on them. We look forward to being part of
that progress as it gains momentum.
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