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The Youth Employment
Problem in the World Ci

by Roger Waldinger and Thomas Bailey

If New York’s brush with fiscal insol-
vency in the mid-1970s-signalled the
end for America’s urban-industrial
economies, its revival in the mid-1980s
heralds the emergence of the nation’s
largest urban complexes as world ser-
vice centers. For the smoke-stack cities
of the industrial heartland, with their
specialized concentrations of industrial

-capital and labor, there is seemingly no

replacement for the run-of-the-mill
production activities that are steadily
eroding under the twin impact of tech-
nological change and international
competition.

But in the largest urban agglomera-
tions, Chicago, Los Angeles, and most
importantly New York, manufacturing
is rapidly being replaced by a different
set of activities centered around the
procwsmg of information and the
transaction of hxgh-level business
deals. These advanced services are in-
creasingly international in scope. They
are drawn to the large city because its
size permits the specialization of activ-
ities (legal, financial, consulting) and
attracts the massive corps of high-level
talent on which an international post-
industrial business depends.
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Youth are perhaps the principal ca-
sualties of the transition from manufac-
turing to the world-service center. As
Charles Silberman argued in the mid-
1960s:

Technical change is said to be de-
stroying uaskilled jobs, most espe-
cially the traditional ‘‘entry jobs’’
through which teenagers used to
make their way into the labor
force—i.e., jobs that could be filled
by youngstets with little education
and no particular skill or training but
that might lead to more skilled and
better training later on.!

Mo:eover, the shift from manufactur-
ing to services is likely to reduce those
lower-level jobs that have traditionally
served as a ‘‘pass-through’’ for youth
in their transition from school to per-
thanent employment in the primary
sector. Indeed, Harrison and Hill’s re-
view of employment change in ten cit-
ies from 1967 to 1974 pointed to a
sharp decline in manufacturing em-
ployment in those secondary sector ac-
tivities that tend to be youth intensive.2

Certainly, the data for New York
City suggest that these factors have left
youth out of the city’s economic re-
vival. New York’s teenage unemploy-
ment rate soared from about 10 percent

" in 1969, when it was slightly below the

national unemployment rate, to over 30
percent in 1976. Since then the rate of
joblessness has yet to register any sub-
stantial movement downward, and dur-

ing 1983 teenage unemployment
fewer New York Clty teenageﬁi were
working than in 1970, and by 1983 less
than one-third of New York’s teenagers
were in the labor force, in comparison
to more than one-half for the nation at
large.?

While unique in size and complex-
ity, New York shares its position as a
connection between the United States
and the world economy with other ur-
ban centers—Los Angeles, San Fran-
cisco, and Chicago. Cities that serve as
regional centers—Philadelphia, Bos-
ton, and Atlanta—are following along
the same, if slightly less specialized,
track towards service concentration.
Thus, the relationship between New
York’s new economic base and the lo-
cal demand for youth labor is likely to
have major implications for many of
the nation’s urban centers. What fol-
lows is a look at the transformation of
New York’s youth labor market during
that 1970-1980 period when the shape
of the city’s new economic function
took full hold.*

ISN’T THIS A SUPPLY-SIDE
PROBLEM?

According to conventional wisdom,
the problem of the world-service city is
that it is not one city, but rather two.
New York, like its counterparts Chi-
cago, San Francisco, and Los Angeles,
contains concentrations of both afflu-
ent and poor populations. To the boom-
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ing office complexes have come the
now infamous ‘‘young urban profes-
sionals.”’ For these inner-city gentry
children are a burden; hence these new-
comers have few children, but when
they do their children are often sent to
private schools. As for the city’s post-
industrial working class, this is mainly
a Black and immigrant proletariat.
Most of the children fed into public
schools are theirs, and these children
do not fare well due to the combined
disabilities of class, language, and
race. Between the affluent and the de-
prived there is still a middle class, but
it is small and declining, and its chil-
dren make up a diminishing portion of
New York’s teenage population.

From this it would follow that the
problem of youth employment is really
not a problem of jobs but rather a mat-
ter of who it is that makes up New
York’s youth. Were there not so many
minorities, more young people would
be at work. If they stayed in school
longer, and if they leamed more when
at school, then the job figures for teen-
agers would not look so dismal.

This is the conventional wisdom;
now to the data. First there is the ques-
tion of New York’s large minority pop-
ulation. Whether for reasons of
discrimination or lower skills, Black
and Hispanic youth have worse em-
ployment problems than whites in all
areas of the country. Black and His-
panic teenagers make up a much larger
proportion of New York’s teenagers
than is the case nationwide. Thus, New
York’s high youth unemployment may
be a function of ethnic proportions in
the population. When unemployment
rates are broken down by ethnic group,
however, New York looks consider-
ably worse for whites as well as for mi-
norities. And when a calculation is
made to test how New York’s teenage
unemployment rates would look if New
York had the same percentage of mi-
norities as the rest of the nation, the
teenage unemployment rate for the city
only drops from 33 to 29 percent.

It might be the case that New York’s
youth are more prone to joblessness be-
cause they are less employable.
Schooling is closely related to employ-
ability, both because it provides nec-
essary cognitive skills and because it
signals, through possession of a di-
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ploma, that graduates have discipline
and motivation. The problem in New
York may come about because youth
are dropping out of school, and be-
cause both dropouts and high school
graduates may be leaving school with
lower cognitive skills. The cognitive
issue is important but it is difficuit to
address, mainly because the consistent
data needed to compare either present
with past performance or New York
with other cities do not exist. Nonethe-
less, the more fragmentary pieces of
evidence show no deterioration in read-
ing levels for New York teenagers over
the past 15 years.

What we know about the dropout
rate can be stated in less- tentative
terms, and makes it clear that this is not
the culprit. First, according to census
data, when 1980 patterns for New York

are compared with 1970 patterns, we

find that school enrollment and com-

.
Youth unemployment
rates swing up and down
far out of proportion to
change in the adult
unemployment rates.
|

pletion rates have improved, not dete-
riorated. Secondly, when New York
City is compared to other central cities,
we see that the enrollment rate in New
York is actually higher than in the other
central cities and that the proportion of
dropouts is the same in New York as in
all other central cities.

This is not to say that the dropout
problem is not serious. All relevant
data unambiguously show that drop-
outs fare much worse in the labor mar-
ket than do high school graduates.
There is also little question that raising
retention rates and reading levels are
among the most important teenage la-
bor-market policy goals. Nonetheless,
the comparisons just made suggest that
neither the ethnic nor the educational
characteristics of New York’s youth
can explain why job opportunities for
New York’s youth shrunk so far during
the 1970s and are now so much more
scarce than in other cities. If these sup-

ply-side factors do not offer an expla-
nation, then perhaps the answer lies in
changes in the market for youth.

THE SHRINKING PERIMETER
Why is the demand for youth labor so
weak? And why hasn’t it revived along
with the upturn in the city’s economy?
The simplest hypothesis is based on the
old adage that youth are the last to be
hired and first to be fired. The reason-
ing is that because youth have few
skills and a tenuous commitment to
work, they fall at the end of the hiring
queue. In tight labor markets, employ-
ers are forced to recruit from the end of
the hiring queue; in other words, they
make do with youth because they must.
‘When the labor market softens, job op-
portunities for youth fall off faster than
for adults.

That youth employment is highly
sensitive to the overall level of eco-
nomic activity is one of the few gen-
erally accepted findings in the massive
corpus of research on youth: youth un-
employment rates swing up and down
far out of proportion to change in the
adult unemployment rates. In New
York, however, the story is somewhat
different. The downturn of the early
1970s reduced total employment in
New York by 8.8 percent and in the
same period the number of jobs held by
teenagers fell by 26 percent; an exag-
gerated but nonetheless plausible ex-
ample of the last in, first out
phenomenon. But in other respects, the
predicted pattern fails to hold true. As
we have already noted, the New York
cconomy has generated new jobs ever
since 1977, and yet the unemployment
rates for youth have not decreased.

If it is not economic decline that ac-
counts for shrinking opportunities for
teenagers, the other possibility is that
industries that were once highly youth
intensive no longer require equally
large numbers of youth. What this
would mean is that employers have
shifted to new, more sophisticated
technologies that have either elimi-
nated the need for low-skilled help or
demand greater proficiencies and com-
mitment than youth are likely to offer.
Changes in youth intensity in industries
from 1970 to 1980 led to a net loss of
24,955 teenage jobs—two-thirds of the
entire loss registered by teenagers over
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the course of the decade.

Thus, the heart of the matter is that
New York’s cconomy nceds fewer
youth today than was previously the
case. But this is only part of the story;
a look at industry-by-industry figures
shows that youth are being pushed and
pulled in opposite ways. The key prob-
lem for youth is that fewer are wanted
in the ¢ity’s most dynamic industries.
The financial and related industries
added a total of 36,000 jobs over the
course of the 1970s, while teenage em-
ployment in those industries actually
fell by 10,600. Similarly, business ser-
vices and professional services grew
substantially over the course of the dec-
ade, but in so doing they also reduced
their demand for youth. In addition,
communications, an industry that, in
employment terms, virtually held its
own over the course of the 1970s,

_- sharply reduced its proportion of

youth. There is, however, an upside to
this: some industries, most importantly
retail, have become more, not less de-
pendent on youth. And in retail, the
shift toward greater youth intensity,
which has unquestionably accelerated
since 1980, has almost offset the effect
of the industry’s overall decline.

THE FINANCE SECTOR

-Why have New York’s growth sectors

evolved in such a way as to narrow the.
demand for teenagers seeking work?
Take the case of the finance sector.
This industry has been overhauled dur-
ing the past ten years: financial markets
have been transformed, offerings have

been diversified, and competition |

reigns today as never before. To ac-
commeodat these changes the industry
has invested heavily in new computer-
ized technology.

All of these factors have worked to
reduce job offerings for youth. The in-
creasingly competitive environment in
the industry has led to an emphasis on
cutting costs, especially since the other
costs of doing business have been ris-
ing. Internal changes have also made
financial institutions more adverse to
hiring teenagers. As banks have moved
certain back-office operations to the
suburbs or to out-of-state locations,
they have displaced large numbers of
relatively senior, but low-skilled em-
ployees. For the banks, displacement
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has created a serious morale problem.
Consequently, priority is given to re-
positioning these full-time, long-tenure

workers in the dwindling number of.

openings for which their relatively low
skills qualify them—not to hiring teen-
agers.

Teenagers are also a casualty of of-
fice automation, which has eliminated
certain low-skill jobs and upgraded
others. Keypunch operating, for ex-
ample, a traditional low-skill point of
entry has been virtually replaced by
CRT machines, which may require
somewhat higher-level skills. Other
low-level entry jobs such as general file
clerk, mailroom clerk, or messenger
still exist, but in considerably smaller
numbers and with the prospect of au-
tomation in sight. In one bank that we
visited, mail is delivered by robots, not
by teenage messengers.

Further displacement ¢ of youth takes

place when automation leads to job up-
[
The key problem for
youth is that fewer are
wanted in the city’s most
dynamic industries.
-]

grading. In secretarial and typing func-
tions, the computer has become a nec-
essary adjunct to the job, apparently
raising the level of skills required.
Growing complexity has also dimin-
ished prospects for mobility up the
clerical ladder. At the top of the clerical
scale stand quasi-professional func-
tions involving mainly bookkeeping
and accounting work. Industry inform-
ants report that these functions have be-
come more complicated, with the result
that they are filled from the outside by
workers with specialized training at
either the junior or senior college lev-
els.

To be sure, banks and insurance
companies still have places for the
teenaged employee, but these tend to
fall into one of two categories: working
as a teller—the classic revolving-door
job—or else a part-time job in a back-
office operation, in a central-records
room or in the mailroom. But on the.
whole, these are low-level jobs, where

the tumover rates are high and for
which automation appears imminent.

THE RETAIL SECTOR

If stiffer job requirements have
squeezed teenagers out of the growth
sectors, retail is one sector that has
lowered job requirements and conse-
quently has drawn more teenagers in.
How this process works is best illus-
trated by the case of the fast-food res-
taurant chain. The success of the fast-
food restaurant is built on three ingre-
dients: fast service, advertising, and
low prices. What makes the latter pos-
sible is a limited menu that allows al-
most complete standardization, high-
volume purchasing, and the use of ex-
pensive and highly specialized machin-
ery. The end result is a new, unskilled
breed of restaurant worker. Neither
waiter, cook, nor dishwasher, the fast-
food worker is an assembler and

"~ packer, whose skills, if that remains an |

appropriate term, can be leamned in a
matter of hours. Thus comes about the

marriage of the fast-food chain and the

teenage worker.
But teenagers are also a particular

brand of unskilled workers and those
particularities count as virtues in the
world of the fast-food chain. The first
virtue is that most teenagers want part-
time employment. Part-timers are im-
portant in providing flexibility, a cru-
cial aspect for fast-food operations
since the amount of business varies not
only seasonally but with the hours of
the day. Moreover, part-time help is
low-cost help: wages for fast-food
worketsremmnatorclosctothemm—
imum wage.

Teenagers are also a source of unsta-
ble labor and in many fast-food chains
the workforce turns over at a rate of
more than 100 percent a year. In other
industries this would be a liability, but
for fast-food restaurants teenagers’ in-
stability is the source of still another
virtue. The reason is that the mainte-
nance of an unstable and uncommitted
workforce is the key to the industry’s
anti-union strategy, which has so far

. been a roaring success. Of course,

there are disadvantages to unstable em-
ployment but the production process
minimizes their effects. Little matter
that a worker doesn’t show up; for a job
so utterly bereft of skill, a fill-in can be
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found on short notice among the other
_ employees. And as long as instability is
anticipated, hiring can be adjusted ap-
propriately; some chains simply hire a
given number of workers each week re-
gardless of the actual number of open-

ings.?

WHAT’S TO BE DONE?
What these thumbnail industry case
studies suggest is that there is still an-
other twist to the story of youth em-
ployment in the post-industrial city. In
today’s labor market youth are concen-
trated in just a few industries. Increas-
ingly, these are low-wage industries
that require a part-time, flexible labor
force. Moreover, they have evolved in
such a way as to live comfortably, and
sometimes even happily, with a labor
force that shows very little long-term
commitment to the job. Of course, in-
dustries can only take advantage of
short-term teenage workers if their pro-
duction processes have large numbers
* of jobs that require few skills. But pre-
cisely because these jobs are unstable
and temporary, they rarely offer work-
ers a chance to acquire skills that would

be useful later.
- While teenagers have always
worked in unskilled jobs, those jobs
tended to place them alongside adults.
Thus, youth worked as messengers in
offices staffed by adult men and
women; as dishwashers and busboys in
restaurants that still had skilled, expe-
rienced cooks and waiters; as stock
clerks in department stores that em-
ployed career salespeople who had
started out in entry-level jobs; and as
helpers alongside skilled craftspeople
and well-paid, adult operatives in un-
ionized factories. But in many ways,
the youth-intensive employer now
hires teenagers into a workplace that
resembles a youth ghetto. Walk into a
McDonald’s, a supermarket on a Sun-
day afternoon, or a department store
some weekday evening: what you will
see is a workforce dominated by youth,
with the exception of a handful of adult
managerial personnel. '

From this change flow two conse-
“quences for youth. First, tecnagers’ en-
try-level jobs are often detached from
positions that offer stability and train-
ing. Second, while fast-food and su-

permarket jobs may at least provide
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youth with some initial world-of-work
experience, this benefit is minimized
because empioyed teenagers find them-
selves isolated from adults. Thus,
working youth lack those contacts with
skilled and more mature workers who
could provide a source of social con-
trol, as well as an example after which
youth might model their behavior. In
addition, when there are fewer youth,
managers, too, have more of an oppor-
tunity to teach appropriate work habits
and to promote a sense of commitment
to the job. A firm with a more balanced
ratio of youth and adults can also ex-
ercise greater control over recruitment.
By contrast, among those firms like su-
pesmarkets or fast-food chains that reg-
ularly hire armies of youth, recruitment
is more of a random matter, with pre-
dictably disastrous consequences for
the stability and tenure of those teen-
agers who get hired.

Thus, the balance sheet of changes
in the youth labor market shows that
youth have been squeezed out of the
growth sectors and increasingly are
welcomed in those industries where
there are few opportunities to acquire
meaningful skills. In this light, any
policy involves making the best of a
bad situation, but there are certain fea-
tures of the youth labor market around
which an effective youth employment
program might be built.

The starting point would be those
youth-intensive industries where teen-
agers can obtain at least a job and some
work experience—if not many skills
and promotional opportunities. What
are needed are linkages that would tie
these employers both to the schools
from which they obtain their workers
and to those employers in the office
sector to whom teenagers will later turn
for permanent employment. Schools
can work more closely with youth-in-
tensive employers to screen applicants,
to provide pre-work training, and to
provide counseling and reinforce-
ment—precisely those functions that a
manager or an older worker might pro-
vide in a store with a small proportion
of youth, but one that a McDonald’s or
an A&P is simply not equipped to per-
form. Similarly it might be possible to
provide a bridge to the office sector for
those teenagers who demonstrate sta-
bility and reliability. In this case, there

would be a role for labor market inter-
mediation services that might direct
and possibly train these young workers
for lower-level jobs in the office sector
that would still provide opportunities
for upward mobility.

But whatever the precise mix of pro-
grams, our analysis points to two cru-
cial developments: first, entry into the
labor market is increasingly postponed;
second, for those teenagers who obtain
work, early labor market experience is
of diminished importance for their sub-
sequent work careers. Consequently,
the burden of reversing the present
trends among youth falls on the edu-
cational and public-sector employ-
ment-training systems. This is the
challenge of youth employment in the
post-industrial city. =
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