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SHIFT IN EMPLOYMENT 

TOWARDS SERVICES 

Change in structure of U.S. economy 
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Shift in employment towards services 
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Two main reasons for this shift 
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• Productivity growth 

– Many things that used to be done by workers are 

now done by machines/computers/tools/etc. 

– Baumol’s paradox: Shift in employment towards 

sectors with lower productivity growth (services) 

• Offshoring and outsourcing 

– Offshoring: Part of value added chain moves 

abroad (manufacturing and now some services) 

– Outsourcing: Vertical specialization along supply 

chain. 



Are workers replaced by equipment? 
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Good imports 14 percent of cost of consumption 
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THE INCREASED IMPORTANCE 

OF SKILLED LABOR 

The changing role of workers 
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Substantial rise in U.S. skill premium 
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“Hollowing out” of U.S. jobs 
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Continued growth in high-skill jobs 
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HOW IS U.S. WORKFORCE 

PREPARING FOR FUTURE? 

Education and training 
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Middle-of-the pack test scores 
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Stalled growth in higher education 
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Post-education investment in workers 
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DID RECESSION ACCELERATE 

PRE-EXISTING TRENDS? 

The Great Recession and its aftermath… 
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Broad-based downturn, uneven recovery 
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U.S. workforce very mobile 
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Concern about recession’s effect on participation 
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