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Introduction

Millennials the cohort of Americans born betwed®80andthe mid-2000s are the largesgeneration

in the U.S. representing onehird of the total U.S.population in 2013 With the first cohort of

Millennialsonly in their earlythirties, most members othis generationare at the beginning of their
careersand sowill be an important engine of the economythe decades to come.

The significance of Millennials extends beyahneir numbers This is the first generation to havad
access to thdnternet during their formative yearsMillennialsalsostand outbecausethey are the
most diverse and educated generation to date: 42 percent identify with a race or ethnicity other than
non-Hispanic whitearoundtwice the shareof the Baby Boorar generation when thg were the same
age? About 6L percent of adult Millennials have attended collegdereasonly 46 percent of the Baby
Boomers did s8

Yet perhaps the most importambarker for Millennials is that mamyf them have come of age during
a very difficult time in our economy, & oldestMillennialswere just27 years old when the recession
began inDecember 200.7As unemployment surged from 20072009, manyMillennialsstruggled to
find a hold in the labor magt. They made important decisiormbout their educational and career
paths including whether and where to attend collegiyringa time of great economic uncertainty.
Their earlyadultliveshavebeen shaped by the experienceeastablishngtheir careersat a time when
economicopportunitiesare relatively scarce Today, althougtlithe economyis well into its recovery
the recessiorstill affectslives of Millennial&nd will likely continue to do so for years to come

This report takesaearlylook att hi s gener ati on’ s adawheyarefariingims s
the labor market and how they are organizing their personal liidgs generation is marked by
transformations at nearly every important milestone: from changes in parentiragtioes and
schooling choices, to the condition of theS economy they entered, to their own choices about home
and family. However, imanycases Millennials aresimply following the patterns of change thag¢gan
generations ago.

Millennials are alsdhe generation that will shape our economy for decades to come, and no one
understands that more that the President. It
challenges their generation facebhis includes policies such as: making studoan payments more
affordable; promoting digital literacy and innovation; pushing for equal pay and paycheck fairness;
supporting investments and policies that create betpatying jobs; connecting more Americans to job
training and skills programs tha@repare them for indemand jobs; supporting access to credit for
those who want to buy a home; and increasing access to affordable healthkared | tthes wt

1 Census BureatThere is no strong consensus about how to define Millennials, though several sources attribute the
word to historians Neil Howe and William Strauss, who outlined a theory of social generations in American history.
2Decennial Census and Ariean Community Survefpata for Millennials are for thosesto 34 years old in 2012. Baby
Boomers comparisons are for when they wetetd 34 as surveyed in 1980.

3 Decennial Census and American Community Subvata for Millennials are for thoseBXo 34 years old in 2012. Baby
Boomers comparisons are for when they wé&to 34 as surveyed in 1980.
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Presidentwill continue to act with Congress and on his own where he can to build on thgsga®to
expand opportunity for Millennials and all Americans.



Fact 1: Millennials are now the largest, most diverse generation in the U .S
population.

Millennials now represent the largest generation in theitdd States comprising roughly onthird of
thetot al popul ati on helargesd Milgennial\diryaar dge colror is reow onBB.
This means that thélillennial generatiorwill continue to be a sizable part of the populatitmm many
years(Figure 1)

Figure 1: US Population Distribution by Age, 2013
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Source: Census Bureau.
Aside from their numbersMillennials d i vsetytlein tapart from other generationsMany
Millenniak areimmigrants orthe children of immigrantsvho arrived in the United States as part of an
upsurge in immigratiothat beganin the 1940s The share of people ag® to 34 who were born in a
foreign country is now around 15 percenatmuch higher than it was in 1950 and near theak of
almost 20 percent seen in 19dairing the last great wave of immigration to theitéd StategFigure
2).



Figure 2: Share of Population Aged 20 to 34
Percent that is ForeigrBorn
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Source: Decenni&ensuses and American Community Survey; CEA calculations.

This influxhascontributed to the large size of the Millennial generation and helped make it the most
diverse generation ithe postwar period AsFigure3 shows the share ofthose agel5to 34 who
identify asnon-Hispaniavhite fell 20 percentage pointd'om 1980to 2012 while the share reporting
Hispanic ancestry tripled.

Figure 3: Race and Ethnic Group, 15 to 34 Year-Olds
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Fact 2: Millennials have been shaped by technology .

The past few decades have witnessed astounding advances in technology and computing. Since
personal computers were introduced to schools in the late 1970s, technology companies have
innovated at startling speed, often rolling out a groundbreaking new g@iatfor computer model

every yearBecause mch of this period of innovation coincided Wit Mi | | ahildhoodait has
shaped the ways that Millennials interact with technolognd seems to have affectetheir
expectations for creativity and innovation their own work lives.

Millennials are more connected to technology thareviousgenerationsanda quarter of Millennials
believe that their relationship to technology is what makes their generation unitjW&hile all
generations have experienced teublogical advances, the sheer amount of computational power and
access to information that Millennials have had at their fingertips since gsaleol is unparalleled.
GComputational processing power has roughly doubled every 2 yeaid,storage pricesontinue to
drop>l n 1980, | BM’' s dfive weighed §50 gaurdy and cost £404000day,
consumers have access to 3 terabyte hard drive3000 times the size-that weigh under 3 pounds
and cost around $100. Under these trendidillennialshave come of age in a world in which the
frontiers of technology have appeared unlimitéd.

At the same timethe costs of creating and distributing all kinds of digital contefitom books to
music to software- have fallen dramaticall§.This creates jgportunities for this generation to be
pioneers in production, as well as consumptiohtechnology.One study found that more than half

of the Millennials surveyedxpressed interest in starting a business. And although seMgliahnials
became welknown entrepreneurs in their 20s, this generation is just beginning to reach the peak age
for entrepreneurship, whiclgenerallyoccurs in onks 40s or early 50%.

In addition to creating opportunities for entrepreneurship, advances in computecessing power,
along with widespread access to cell phones and lhternet, have changed how Millennials
communicate and interact with one another. Millennials use social media more frequently and are
even more likely to sleep near their cell phoRé hreequarters of Millennials have an account on a
social networking site, comparedith only half of Generation Xers and less than a third of the Baby
Boomerst!The i mpacts of these practices have exte
Forinstance, theWall Street Journakported that this is the first generation to also have tech savvy

4Pew (2014).

> Waldfogel (2013); MIT App Inventdittp://appinventor.mit.edu/explore/

5 PCWorld, ifneline: 50 Years of Hard Drivéstp://www.pcworld.com/article/127105/article.html
" Berkeley DataScienchttp:/datascience.berkeley.edu/moorelaw-processingpower;.

8 Waldfogel (2013); MIT App Inventdttp://appinventor.mit.edu/explore/.

9Young Invincibles (2011); Parker (2009).

P Taylor and Keeter (2010)

1 Ibid.



http://appinventor.mit.edu/explore/
http://www.pcworld.com/article/127105/article.html
http://datascience.berkeley.edu/moores-law-processing-power/
http://appinventor.mit.edu/explore/

parents, and that some Millennials use texting or online chat to have running conversations with their
parents throughout their day?

2«Mom, Stop Calling, I'll Text You All Dall Street Journaluly 30, 2013
http://online.wsj.com/news/articles/SB10001424127887324354704578636391784495074
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Fact 3: Millennials value community, family, and creativity in their work.

Millennials are not jusvirtually connectedvia social networksthey value the role that they play in
their communities For instancehigh school seniorday are more likely than previous generations
to state that making a contribution to society is very important to thand that they wantto be
leadersin their communites. This communitymindedness also includes a strong connection to family.
Millennialshave close relationships with their paren@nd as high school student®ughly half say
that it is important to them to live close to their friends and family, compaséti 29 percent of Baby
Boomersand 40 percent of Generation Xes

Figure 4: Percent Reporting Life Goals as Being

Percent "Quite or Extremely Important"
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Source: Monitoringhe Future, 1976011; CEA calculations. things

A 1997Gallup survey found tha in 10 children (a population comprised entirely of Millennials that
year) reported high levels of closeness with their parents and were personally happy with that
relationship Their tight relationship with their parents exteado work, where some companies
report establishing relationships with parent$ their Millennial empbyees®® The Millennials close
relationships with their parents might be related to the greater time they spent with their parents
growing up.Accordingto Pew (2014), burs spent parenting have increasear footh fathers and
mothers, tripling for fathers since 1985 and increasing by 60 percent for motasrshown in Table
2.6 Ramey and Ramey (2010) show that these increases have been particularly eedamong
collegeeducated parents, with collegeducated mothers increasing their childcare time since the
mid-1990s by over 9 hours per week, while less educated mothers increased their childcare time by
onlyover 4 hours per week’

13 Monitoring the Future (197€011).

¥Howe and Strauss (2000).

5 Harvard Business Review http://blogs.hbr.org/2014/044ahdllennialsreally-want-their-bossesto-calttheir-parents/
16 pew (2014).

7 Ramey and Ramey (2010).



Table 1
Average Number of Hours
Year | Fathers| Mothers
1965 2.5 10.2

1975 2.6 8.6
1985 2.6 8.4
1995 4.2 9.6

2000 6.8 12.6
2005 6.8 13.6
2010 7.3 13.5
2011 7.3 13.5

Source: American Time Use, Pew Research
Center analysis,
http://www.pewresearch.org/data-
trend/society-and-demographics/parental-
time-use/

When it comes to wrk, Millennialsare mostly similar to previous generations: thesant to be
successful, and they want the type of prosperity that means that their children will be bettarhay.
are somewhatmore likelythan previous generation® report that theyconsider creativityto be a
very important job feature. Perhaps this is no surprise fdnighly-connected generabn for whom
technology was a kepart of their upbringing. On the other hand, they are less likely to report that
having an interesting jolpr one where they can see results have advancement opportunitiess
very important.

Figure 5: "Very Important” Job Characteristics

Percent Among High School Seniors
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Source: Monitoringhe Future, 197€&011; CEA calculations.

While many Millennials report that earnings are very important to them in a job, breaking the data
down by gender reveals that this change is driven primarily bypgavwomen. Each cohort of young
women is more likely than the last ttame earnings as a key job feature, while the importance of
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earnings has been stable for men. The resuhas Millennialwomen haveaspirations that are similar
to their male peers.

In sum, quality of life appears to be a focus of this generation: Millennials value staying close to family

and friends, having free time for recreation, and working in creative jobs. However, they also want to
make a positive social impagh their ownchildren and communitiesas well as osociety as a whole.
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Fact 4: Millennials have invest ed in human capital more than previous
generations .

More Millennials have college degree than any other generation of young adults. In ZF&rcent

of 25to 34yearoldsreceived a postsecondary degréessociate,b a ¢ h e drgraduatedegree)and

an additionall8 percent had completed sompostsecondary educatigras Hgure 6 shows.Also,
because the rate of young workers with some psstondary education but no degree has been flat
while the share with a degree has risen, more students are compléimgegrees they start after
high school.

Figure6: People Ages 2t 34 By Educationattainment,
Percent
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Source: CurrenPopulation Survey; CEA calculations.

Increasing college enrollmersin part a response to decades of risirgjurns to education for workers
and heightenedncomeinequalitybetween the collegeeducated and theless duc at e d . Mi
commitment to higher education is therefore a rational response to a labor marketthaers large
rewards on more educated workerdoreover, diring recessionsyoung peopletend to enroll in
school in greater numbers aradso tend tostayin schoollonger® This cyclical pattern reflects both a
lower opportunity cost of schoolings wel asa stronger incentive tonakeone's skills competitive in

a tough job market.

Millennials are alsonore likely toattend graduate schodhan previous generationg\mong 18 to 34
yearolds,collegeenrollment stood at 19 percent in 2010, up from 15 percent in 1995. Graduate school
enrolimentfor the same aggroup has increased at an even faster rate, jumping from 2.8 percent in
1995 to 3.8 percent in 2010a 35 percent increase.

With so many Miknnialsenrolling incollege there has been an unprecedented expansion of higher
education to lowefincome and underrepresented minority studenEgure 7 shows that enrollment

8 Card and Lemieux (2000); Long (2013). However, note that Oreopoulos, von Wachter and Heisz (2012) find that
unemployment rates have insignificant impacts on college duration.
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of all students in degregranting institutions has increased over time, babre recentgains have
been greatest amonglack and Hispanic students. Since 1995, enroliment for blacksl&y 24
increased9 percentage points and enrollment for Hispanics a8 to 24 increased 17 percentage
points. These represent larger increase percentage terms, for blacks and Hispanics than for whites.
Research haslso found that enrollment of students from lowncome families is higher among
Millennials thanpreviousgenerations'®

Figure 7: Enrollment rates of 18 to 24 year-olds

Percent in degree-granting institutions
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Source: National Center for Education Statistics; CEA calculations.

19Bailey and Dynarski (2011).

13



Fact 5: College-going Millennials are more likely to study social science and
applied fields.

Millennials are more likely to study social science or applied fielide communicationscriminal
justice, andibrary science-that do notfit into traditional liberal artscurriculg but correspondmore
directlyto specificcareers(Figure8).

Percent Figure 8: Major Field of Study, by Generation
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Source: American Community Survey, 2@092; CEA calculations.

Note: Millennials: born 1980 or later, Gen X: born 19685 Baby Boomer&iorn 194664. The
"applied" category includes communications, library science, criminial justice, culinary arts,
and similar fields.

There has also beea significant decline in the share of students majoring in educainoe Baby
Boomers were in collegas shown in Figui& This decreasés mostly explained by a sharp move away
from education degrees among female college students. AbopeB&entof women graduatingrom
collegein the early 1970s earned a degree in an educat@ated field, butonly about12 percentdid

in 2011. Business degrees have become more popular amamgen over thesame periogdincreasing
from 9 percentof the class of 1970 to lgercentof the class of 201hfter peakingn the mid1980s
for both men and women

Millennials arealso somewhaless likelythan previousgenerationgo major in fielaglike businesand
health (which includes prened and nursing)The share oMillennialsstudying STEM fields slightly
lower than that of past generationdowever, the absolute number of majors in these fields has
increased over time as college enrodint has expandedjust not as fast athe number of studentsn
other majors?°

Perhaps srprisinglyfor a technologicalhconnected generationthe share of Millennials choosing
computer and information science majoles fallen over timeand thisdecline has been most
pronounced amongvomen. In 1987, 2.9percent of women graduatingvith a bachelois degree
received a degree in computer and information science, and women comp8&getrcent of all
computer science graduates. tontrast, inthe class of 2011, only 1.percentof women graduated

20 Digest of Education Statistics
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with computer science degregeand women comprised only 1percent of all computer science
graduatesOver the same periqdhe share of men graduating with such degrees fell only slightly, from
5.7 percentto 5.4percent This trend in computer science stands in stark contrast with other highly

compensated fields, such as medicine, denti st
over this perioct!

21 CEA (2014b)
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Fact 6: As college enrollments grow, more stud ents rely on loansto pay for
post-secondary education .

Total studentoutstandingloan debt surpassed $1 trillidoy the end ofthe second quarter of 2014
making it the second largest category of household débtpart, this increase in the aggregate level
of outstandingstudent debtis dueto greater enrollment among Millennialand to the changing
composition of students, including a larger share of students from lememefamilies who need to
take out moe loans as discussed in Fact 4. Other contributing factors inclusi@yg tuitionasstate

government s
some portion oft h e i r

have

cut

f undi ng equity atharmaones'to offsetp a i r

c hi | dr;am’'the fad thdt stielents are takeng lsnger to repay

their loans. Consistent with these factoesjeragereal per borrower debt increasd from $24,000 in
2004to $30,000 in 2012 Since 2012, total originations have fallen, and since 2010, originat@ms p
borrower have fallen; however, the fraction of students borrowing remains high from a ldager
perspective Around half of students borrowestudent loansduring the 201314 school year, up from
around 30 percent in the mid990s?®

2009 SBillions
900 2013
800 r
700 | m Other
600 M Real Net Tuition & Expenses
500
B Changesin Enrollment and Share
400
of Borrowers
300 r
200
100

0

Figure 9: Sources of Change in Student Loan Debt

1996 2000

2004 2008 2012
Source: College Board; Dep. of Education; Dept. of Commerce; FRBNY.

With the gap irearnings between collegand high schoeéducated workers both large and growing,
collegeeducated Millennials are more likely to earn higher wages and be employed than those without
a collegedegree.A fouryear degree yields approximately $570,000 miordifetime earnings than a
high school diploma alone, while a twear degree yields $170,000 motelmportantly, research
finds that the earnings gains from attending college are brbased asboth lowerskilled students
attending basic college programs dnigherskilled students attending elite colleges stand to bernfit

22 National Postsecondary Student Aid Study
2 Goldman Sachs (2014).

24U.S. Treasury (2014).

%5 See, e.g. Zimmerman (2014) for estimates on-$tilled youth, and Hoekstra (2009) for estimates on more skilled

students.
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However, one concern with rising average student debt levels is that atrivied minority of
borrowers might face finanal difficulties managigand paying down their debRecent increases in
the prevalenceof delinquent student loanpoint to some of the challenges that borrowers fa€én
addition, the defaults appear to be concentrated among borrowers who dgreduate from a four
year institution and those attending faorofit institutions. Since borrowers maglsoreceive lower
returns to their educatiorfrom suchinstitutions, the burden ofpaying back their loansiay present
an evengreaterfinancial challege?’

Figure 10: Percentage of Borrowers Who
Defaulted on Their Loans up Six Years after Initial Post

Secondary Enroliment
Percent
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Source: Beginning Postsecondary Students, BPS: 2004/2009; CEA calculations.

26 Federal Reserve Bank of New Yoi@®.
27Deming, et al. (2014).
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Fact 7: Millennials are more likely to focus exclusively on studies instead of
combining school and work.

With college enrollments at historic highs there has been a corresponding decline innfaoket
participation among 16 to 2gearolds. AsFigure 1 shows about 90 percent ofyoung adultsare

either enrolled in school or participating in the labor market. This share has been flat since the late
1980s, while labor market participation itself has been declining for this growe $ie late 1970s.
Much of the decline in participation has occurred among students, as students have become more
likely to focus on school alone rather than combining school and work.

Figure 11 : Labor Force Participation of 16 to 24 Year-Olds,
1960-2013

Percent
95

90

85
80
75 |
70
65
60
55 |

50 Il Il Il Il Il

1960 1970 1980 1990 2000 2010
Source: Bureau of Labor Statistics and CPS October Supplement; CEA calculations.
Mote: Enrollmentincludes full-timeand part-timestudents.

Millennials, in particular, have been less likely to work wéiieolled in high schooSince 2000, labor
force participation rates amonlgigh school andollege students have fallen more shargian those
who are not enrolledas shown in Figurg.22 The result is that more students are focused exclusively
on their studies during school year®n the other hand, labor force participation has been relatively
stable br 18 to 24 yeawlds who are notn school Although participation has also declined somewhat
for very young norenrolled individualsiges 16 to 18thisgroup isvery small and shrinkingver time

as fewer students are dropping out of high school

28 ScottClayton (2012) also finds thabllege students have become less likely to work for pay while enrolled over this
period.
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Figure 12: Labor Force Participation by Enrollment Statu:

Percent 19892013
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Source: Current Population Survey; CEA calculations.
Note: Enrollment includetull-time and parttime students.

Focusingexclusively orschool enables students to invest more time building skills that will be highly
rewarded in the labor market later on. Moreoveesearch suggests that the returns to working during
the school year, particularly while in high school, have declined over finfdese trends in
participation makesconomic senseAsMillennialsenter the labor markeafter finishing schoglthese
investments can also start to payff for the economy as a whale

22Baum and Ruhm (2014).
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Fact 8: As a result of the Affordable Care Act, Millennials are much more
likely to have health insurance coverage during their young adult years

As a result of the Affordable Care Altillennials have much better health insurance options during
their young adult years than past generatioi®@nce September 2010, young adults have generally
been eligible to remain on a par erPteviosslyhyeng | t h
adults frequently | ost access to a parenhh’ s i
addition, asof the beginning of 2014nany young adults newly qualify for tax credits to purchase
health insurance coverage through the Health Insuravieeketplacesor Medicaid in States that have
accepted Federal funding to expand their Medicaid programs.

FromthetimetheAf f or dabl e Car e Act ' s todlkeefieetm@0dGhtoughthey e r a
first quarter of 2014 the uninsurance rate amongdividuals ages 19 to 2®ll by 13.2 percentage
points, a 40 percentdecline®® In the first quarter of 2014, the share of young adults without health
insurance coverage was 20.9 percent, the lowest young adult uninsured rate recorded since the
NationalHealth Interview Survey began using its current design in $89ther analyses using private
survey data show that overahsurancecoverage continued to expand during the second quarter of
2014,so these estimated gairere likely to grow in the cominghonths Moreover,analystspredict

that coverage will continue to expand in the years ah&ad.

Figure 13: Uninsurance Rate Among 19 to 25 Y@ehis
50Percent

45 r Dependent

40 + Coverage 1st Open
35 | Expansion,Enrollment
30 r
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20
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10 -

2014:Q1
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Source: NationaHealth Interview Survey; CEA calculations.

Having health insurance has been shown to impraceess to health care, health outcomes, and
financial security® Research focused on the Affordable C&& t ° s dependent cover

30 This change is measured relative to the average uninsurance rateZ899:Q42010:Q3. The dependent coverage
provision took effect on September 23, 2010, a week before the end of 2010:Q3.

31 Cohen and Martinez (2014).

32Sommers et al. (2014); Long et al. (2014); CBO (28ikkp et al. (2014).

33CEA (2014).
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found evidence for similar effectResearchers have found thattandem with the sharp increase in
insurance coverage following thea w’ s e, ryaurgtaduks teécamess likely to delay or entirely
forgo care de to cost and markedly less likely to face large-aipocket medical expenditure®.
Several studies have also concluded that these néwdyred young adults are more likely receive
several types of inpatient and outpatient cawehile another found thathey are more likely to report
being in excellent healtf?

Greater access to health insurance coveragtside the workplaceuring young adulthood may also
generateimportant labor market benefitby allowingworkersto obtain additional schooling ohoose

the jobs that best match their career goalke s ear ch examining the Affo
coverage expansion has documented increased school enrollment among young adults, and earlier
research examining similar state laws found signifigams in ultimate educational attainment as well

as higher wages later in lif€.Other research has similarly found that tef f or dabl e Ca
dependent coverage expansion reduced employment lock and increased labor market flexibility
allowing workergo change jobs without the fear of losing health insurafte

Mi Il Il ennials are also poised to benefit from al
system: the striking slowdown in the growth of health care costs. From the timeldestMillennials
were born through when they turned age 25 in :

at an average annual rate of 5.4 perceadjustedfor inflation. But in recent years, the growth of real
health benefit costs has fallen dramatically, averaging just 1.1 percent over the last two alsaus,

80 percent lower than theprior average(see Figure 14)Economic theory anémpirical evidence
demonstratethat higher benefit costs are ultimately borne by workers in the form of lower wages and
salaries® As a result, if the dramatic slowdown in the growth of health benefit costs persists in the
years ahead, it will help drive faster growth in wagend salaries for Millennials relative to their
predecessors.

34 Sommers eal. (2013). Blum (2012). Chua and Sommers (2013).

35 Antwi, Moriya, and Simo(2014); Blum (2012); Saloner (2014); Chua and Sommers (2014).
36 Depew (2012); Dillender (2014).

37 Hulbert (2012)Antwi, Moriya, and Simon (2013).

38 Summers (1989); Gruber and Krueger (1991); Gruber (1994); Baicker and Chandra (2006).
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Figure 14: Growth in Employer Health Benefit Costs,
1981-2014
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Fact 9: Millennials will contend with the effects of starting their careers
during a historic downturn for years to come.

Millennials are currently about a third of the labor force ara® a generation, they have faced
substantial challenges in entering the workforce during the most pronounced downturn since the
Great Recession. The overall unemployment rate for young workers between ages 18 to 34 peaked at
over 13 percent in 201,®n a gasonallyadjusted basisSince then it has come down 4.7 percentage
points to 86 percentin September 2014While it remains elevated, the labor market recovery and
decline in the unemployment rate has recently been fagtean any timesince the earlyl980s.
Between June 2013 and June 2014, the unemployment rate of Millennials declined by 1.8 percentage
points, the largest reduction in unemployment for this age grailgosince theearly-1980s. During

this period of rapid decline in the unemploymenteathe number of employed Mennials increased

by 990,000, a noticeablacceleration from the 786,000 iMennials that found work during the year
earlier period.

Examining the twelve month averagef various measures of unemploymealiows us to lookt how
much different indicators of unemployment have recoveréor this age groupcompared to their
prerecession averagesh& 12-month average of theunemployment rateas of August 2014or
Millennials igoughlythree-quarters of the way back to its precession average, broadly in line with
the extent of recovery for other groupg? The recent improvement in labor market conditions for
Millennials broadly mirrors that of the broader populationas dothe outstanding challenges. The
fraction of Millennals unemployed for less than 26 weeks has recovered more than the fraction of
longterm unemployed, just as is the case for the population as a whalegterm unemployment
remains a challenge for Millennials and for the country in general, as we wget toore of the long

term unemployed back into employment.

3% Because seasonally adjusted data for this age group is not available, we examimmtt2averages. Since the labor
market continued to improve over the past 12 montlisese averages will understate the extent of recovery. Current
Population Surveiicrodatawere only available through August 20a#the timethis report was published.
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Figure 15: Labor Market Indicators in the Recession for Millennials
All Data as of August 2014
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Source: Current Population Survey, January 2001-August 2014; CEA calculations.
Note: Data for August 2014 are a 12-month average over September 2013 to August 2014, for ages 18 to 34 and are not seasonally adjusted.

Otherindicators tell a similar storrwhile Millennialshave made a substantial labor market recovery,
that recoveryis not complete and islightlylaggingthat of other age groupsconsistent with prior
recessionsBroader measures gbblessness also indicate thtte recovery is making progredsor
example, measures of unemployment that account for people who are discoufeg@dooking for
work orare onlyavailable for work uner certain conditionsvere roughly 70percent backas of the
12-month average ending in August 201a! their prerecession averagewhile those that include
people who are working patime, but would prefer fultime hourswere 55 percent recovered

Theunemployment rate has recoveresimilarlyamong Millennialsegardless oéducation, however,
this similaity masks big differences in the levels of unemployment by educatioe.ufiemployment
rate of 25-34 year oldMillennials with a college degree w&s7 percent in2013 compared t013.5
percent among those less than a high school education.

The pace of the recovery for younger age groups is in line with the pattern we typically see after a
recessionas shownn Figure 6 yet more work remains to beone to ensure a full recoveryounger

workershave less experience and more tenuous connections to employers than older workers, so they
are often laid off in greater numbers and have to compete against more experienced workers for new
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jobs once recoverpegins. They therefore tend to be among the last groups to rectugrfrom a
recession.

Figure 16: Unemployment Rate of Workers Ages 16 to 24
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Source: Bureau of Labor Statistics; CEA calculations.

The Great Recession I|ikely wil!/ have i mport
outcomes, since research finds that macroeconomic conditiookildhood and young adulthood are
important determinants of future earnings and financial behavieaurly career economic conditions

have large and lasting impacts on lifetime wages, particularly for college graduatesareh shows

that entering the labo marketduring a recession can result in substantial earnings losses that persist
for more than a decadewith negative effects lasting longer for college graduadfésd’orkers who start

their careers in a recession earn 2.5 to 9 percent less per yearttioee who do not for at least 15

years after starting a career. Research further suggests that one reason for these lower earnings is tha
new entrants take jobs that are a worse fit for them when they start their careers in a recésion.

However, reseatt al so shows that perhaps the single
income is their level of education. And as the most educated generation in history, this will tend to
boost earnings for Millennials over the course of their lifetimesd help b offset any longeterm
harms from the Great Recession.

Millennials themselves remain largely optimistic about their ability to move up socioeconomically, with
over half agreeing that people like them have a good chance of improving their standarah@f liv
While this number has been trending down in the wake of recent economic turmoil, following a more
long-standing decline that began in 200Bigure ), Millennials, like all young people, are more
optimistic than older respondents

40Kahn (2010); Oreopoulos et al. (Z)1Wozniak (2010)
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Figure 17: The Way Things are in America, People Like |
and My Family Have a Good Chance of Improving Our

F,ercemStandard of Living: Do You Agree or Disagree?
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Source: General Social Survé9942012; CEA calculations.

Overall, theseeconomic conditions may affect adult financial behavior and beliefs about success and
the role of institutions in society. Individuals who experienced the Great Depression invested less and
pursued more conservative investing strategies throughout thieiest> More recent economic
turmoil has bigger impacts on behavior and that these impacts are most pronounced for younger
savers. This suggests that the Great Recession will impact early savings and investment behavio
among Millennials, but at this point, is still too soon to know how large these impacts will be.

42 Malmendier and Nagel (2011).
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Fact 10: Investments in human capital are likely to have a substantial payoff
for Millennials.

Recent college graduates continue to @a#rnindividuals with only a high school diplonsagap that

has been increasing over tim&he college premiunthe difference betweemmedianearnings for
college versus high school graduagtesreased from 60 percent in 2004 to roughly 70 percent in 2013.
Holding a college degree (associate o r bachel or’ s) resul t bavingn a
earnings in the lowestincome tax bracket-16 to 28 percent for college degree holders verstisto

41 percent for those with no college degrgEigurel8). Bacle | or ° s degr e ebtimes| d et
more likely tohaveearningsin the topincome taxbracket than those witlonly a high school degree.

In addition toearninghigher wage®n averageindividuals with a college degree are less likely to be
unemployed.As ofSeptember2014 t he unempl oyment rate for th
around3 percent, compared wittover 5percent for high school graduates.

Figure 18: Earnings Distribution of Workers
Ages 25 to 34 in 2013
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Source: Current Population Survégnual Social and Economic Supplement, 2014; CEA
calculations.
Note: Percentages may not sum to 100 because of rounding.

Returns to education are 5 to 10 percent per year of schooling, with most estimates in th&07 to
percent range” The gains from a college education are high, both for leskited students attending
basic college programs and for stronger students attendielgctivecolleges’* Median real hourly
wages for 21 to 2yearold college graduates are even higher than median real hourly wages for 26 to
34 yearold non-college graduatesvho have had morg¢ime in the labor marketCollege therefoe
remains a strong investmemdr most students—and will raise income levels for Mitils for decades

to comewell above where they would have been without those investments

43 psacharopouls and Patrinos (2004);Caft999).
4 See, e.g. Zimmerman (2014) for estimates on-$tilled youth, and Hoekstra (2009) for estimates on more able
students.
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While education remains a good investmehtijllennials still face challengessociated with several
decades of slow wage growthcompounded by the Great Recessiés a result Millennialsave seen
slowerwage growththan earlier generations of young adulfShe typicakemployedcollege graduate

who entered the market in thenid- to late-1990s savhis orher wages increase bground50 percent
between the ages of 23 and ZBhis indicator of wage growth for young workers declined to 24 percent

in 2001 and 2002, then recovered somewhat to exceed 30 percent before falling again to under 25
percent for college graduates who entered the labor mawkiethe start of the Great Recession.

Figure 19: Wage Growth for Colleg&ducated Workers
Between Ages 23 and 28, by Cohort
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Source: Current Population Survey, 12308 CEA calculations.
Note: Cohortsare grouped by the year in which individuals turned 23.
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Fact 11: Working Millennials are staying with their early  -career employers
longer.

Millennials are sometimes characterized as lacking attachment or loyalty to their employers, but i
fact, asFigure20 shows contrary to popular perception®lillennialsactuallystay with their employers
longer thanGeneration Xvorkers did at the same ageThis reflectghe fact thatMillennialsface a
labor market characterized by longer job tenufewer employer switchesnal other types of career
transitions,and lower overall fluidityn the labor markef® Figure20 shows thatMillennials are less
likely to have been with their employéor less than a year than Geration X workerswere at the
same age, and they are molikely to have been with their employer for a fairly long period 8ke 6
years?®

Figure 20: Job Tenure in Years for Millennials and

Percent Generation X at Ages 18 to 30

50
45 |
40 |
35
30 Generation X
25
20 Millennials
15
10
5 -
0

<1 1 2 3 4 5 6+

Sources: Current Population Survey Jebure Supplement, 1998010; CEA calculations.
Note: Data for Generation X (born 196979) reweighted to match age distribution of
Millennials (born 1980 or later).

Young workers spending more years with their employeas important advantages in terms of job
security, the benefits of learning on the job, and the additional productivity associated with reduced
turnover. To the degree that the increase in tenure reflects improved job matches it represents a
favorable deveopment. But longer tenurexome with potential tradeoffs. Switching jobshas
historically been a major source of wage growth for young workers, and longer spelihaigame
employer raise concerns that reduced fluidity of labor marketsay be curtailing wage growth,
particularly for young worker¥'.

The flip side of increased job tenure across the economy may be the fact that when people become
unemployed they stay unemployed for longer. This has been reflected in the unusually large rise in
longterm unemployment in the wake of the recession, a fact that has also affected young workers as

4 Davisand Haltiwange(2014); Hyatt and Spletzer (28).

46 Based on CEA regression analygien controlling for age and demographic characteristics like educational

attainment, gender, and race and ethnicity. These are statistically significant differences. Microdata for this analysis are
currently only awilable through 2010.

4 Topel and Ward (1992).
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shown in Figure 21. Moreover, loitgrm unemployment appears to have trended up in recent
decadesThis means some young workers will face longer spelis@inployment in their early years
than did past cohorts, which mayeduce earnings for affected workers as build employment
experiencdakes more timeAgain, education can play a critical role because the increased educational
attainment of Millenialswill tend to go in the opposite direction, reducing unemployment and helping
them build job experience over time.

Figure 21: Prevalence of Long-Term Unemployment

Among Ages 20to 34
Percent of Unemployed
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Source: Bureau of Labor Statistics; CEA calculations.
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Fact 12: Millennial women have more labor market equality than previous
generations

Millennials are not only the most highgducated U.S. generation to date, but a larghare of that
increase has come from the educational attainment of women. Millennial women are attending
college and attaining degrees in greater numbers than in the past. Women have closed an educational
attainment gap with men that dates back to World War II, as shown in FRfLff&In fact, starting in

the late 1990s, just as the first Millennial cohorts were completing high school, women began to
outpace men in completion of both fotyear college degreemnd postcollege educational attainment.

Figure 22: Percent with Bachelor's Degree or Higher,

Percent Ages 25 to 34 by Gender
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Source: Current Population SurveyMarch Supplement; CEA calculations.

That Millennial women on average exceed Millennial men in terms of educational attainment means
that they account for an increasingly large share of our skilled workforce and enter the labor force with
early caeer earnings and employment rates that are considerably closer to their male peers than past
generationsFigure 23hows that hourly wages, earnings, labor force participation, and employment
for young women have risen relative to those for young mernveerg decade since 1980.

48 Goldin, Katz and Kuziemko (2006). .
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Figure 23: Ratio of Women's Labor Market Outcomes to

Ratio Men's by Decade, Ages 18to 34
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Source: Current Population SurveyMarch Supplement, 1981, 1991, 2013, 2014; CEA
calculations.
Mote: Earningsratio is the ratio of mean wage and salary income of allworkers. Hourly wage

Millennial women are making a strong start in the labor market because they are reaping the benefits
of their greater investments in education, but Millennial women are not the only beneficiaries of their
investments in educatiorand hard work. Their higher earnings translate into greater household
income for their families. This is critical to the ondanr Millennial households with children where

the mother is the sole breadwinner, an arrangement that is more common ftherMials, as shown
inFigure24Women’' s i ncomes ar e e s sheingbfieveh moredamiies gince r t
all parents work in roughly 70 percent of Millennial households with childfen

Figure 24: Share of Households with a Parent Age 22 to 34
with Children in Which Only the Mother is Working

Percent
30

2013
25

20

15

10

5 |

0
1967 1971 1975 1979 1983 1987 1991 1995 1999 2003 2007 2011

Source: Current Population SurveyMarch Supplement; CEA calculations.

The benefits to working for Millennial women are giea and their incomes are more important to
their families, than for past generations of American women. Young men and women recognize the

49 Current Population Survey, March Supplement 2014. CEA calculations.
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i mportant role that women’s earnings play in
that women with scbol age children should work and more than half think that women should work
when they have children younger than school ¢ggure 25°° However, there is a large gap in the
views of men and women. The share of women who think that women should work while they have
pre-school aged children has grown rapidly in recent years. Fagusiryoung womeages 18 t@22
reveals that as of 2002, 8 er cent believed that women with
attitudes have moved less in recent years and remain below that of women, with only roughly 50
percent of men agreeing. The gender disparity may reflect the fact that women recognizeffiowitd

it is for them to reenter the labor force after stepping out for several years. Yet, both men and women,
recognize the challenges of balancing work and family obligations, a factor that may influence their
preferences about women working with srhahildren.

Figure 25: Percent Agreeing that "Women Should Work Full-
percent  Or Part-Time..." Among 18 to 34 Year-Olds
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Fact 13: Millennials tend to get married later than previous generations

Since 950, the median age at which both men and wonteve marriedhassteadilyincreasedIn
1950, men first married at age 22.8 and women at age 2@ 2013the median marriage age
increasedby more than 6 years for both genders, reaching 29.0 and 26.6 for men and women
respectively. Asmore young adults delagynarriage the fraction of young adultsvho are currently
marriedhas fallen Millennials haveontinued on this path and are marrying later, with more of them
remaining unmarried in their 20s. In 2018nly 30 percent of 20to 34 yearolds were married,
compared to77 percent in 196G*

Many factors explain thé&ater marriagesncluding the fact that those with more educatig¢a group
whose size has been increasing over titeed to marry later However, collegeeducatedMillennials
are more likely than the rest of their peers to be marriékhis reflects a shift in marriaggglucation
patterns:in 1980, those with a colleggegree were the least likely to be marriethis difference is
largely reflective of changes the marital behavior of women. For much of histomomen with
collegedegrees were the least likely among thpeers to ever marry. In more recem¢cadescollege
educated womertaught up, largely by marrying at later agésor instance, among college graduates
20 percent had not married by age 35 in 2000, y8tpercent of those married within the next 10
yeas53 The fact that so mangow marry later makes it difficult to predict what marriage rates will
ultimately look like for this generation.

Figure 26: Percent Currently Married

Percent Among 25 to 34 Year-Olds
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Source: Current Population Survey; CEA calculations.

Although Millennials are delaying marriage, this does not mean that they do not want to marry.
high school seniorgver 80 percent oMillennialssay that they think that they will marry, mothan

51 Decennial Census (1960); American Community Survey (2013).
521sen and Steanson (2010).
53 Decennial Census (2000); American Community Survey (2010).

34



Generation Xerand Baby Boomerslid at similar agesSimilarly, they are more likely to belietreat
they will have kids.

Figure 27: Percent Who Think They Will Marry
and Have Kids
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Source: Monitoring the Future, 1976-2011; CEA calculations.

Later marriage and lager time in school are also connected to delaying family formation until iater
life. Figure28 shows thatage at first birth has risen considerably over time for women with advanced
education particularly for those with an advanced degree.

Figure 28: Median Age at First Birth by Birth Year of First
Child and Educational Attainment
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Source: Current Population SurveyFertility and Marital History Supplement, 2012; CEA

calculations.

Mote: Three-year centered moving averages.

Delayedfamily formation may also be a rational response in achieving both career and family
aspirationsMost Millennials grew up in a household where all parents worked, and their children are
even more likely to live isucha household Accordingly, most Millenials will be working at the same
time they are helping care for their families.
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Balancing family and work obligatiomsdifficult for many workers, particularly those who lack access

to flexible work arrangements or paid lea¥&While Millennials are me likely than older workers to

have access to flexibility in where and when they work, only 45 percent have access to paid leave
(compared to about 66 percent of older workeP8Millennials report that having a career and having

a family is importantbut at this stage, they may be focusing on establishing a career. Family formation
may come once their careers are established, and they have higher earnings and are more likely to
have access to workplace polices that help them balance work and family

54 CEA (2014b).
55 American Time Use Survey (2011); CEA calculations.
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Fact 14: Millennials are less likely to be homeowners than young adults in
previous generations.

Entering adulthood during the Great Recessio
schooling and employment decisions, but also their housing and household formation pattetimes.
aftermath of the Great Recession, tBhare of 18 to 34 yeanldsliving with their parents increased

from 28 percent in2007 to 31 percent in2014 — which is a notable increase even if the actual
magnitude falls well short of some popular perceptio@orrespondinglythe pace of household
formati on ilsed dsnshiam dr athee” —themaderaigwhidhiMilléneiais mead thes

own households- hasfallen. With fewer Millennials asndependentrenters or homeowners, the
demand for housing and the pace of residential investment is likely lower than teeiteplied by

more typical rates of household formation and headship.

Figure 29: Share of 18 to 34 Year-Olds Living With Parents
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Source: Bureau of Labor Statistics; CEA calculations.

As discussed in Fact 3, Millennials have stronger relationships with their parents than previous
generationsand@r ent s of Mill ennial s ar e rvesRerhapoirie i r
not surprising that a generation that values living close to their families as much as Millennials would
also besomewhatmore likely to live with their parents as adulpgrticularly in an economy that is still
recovering from a lamg recessiort® Moreover, the increased enroliment of Millennials in college as
discussedn Fact 4nay contribute to a rising share of Millennials living at home, as students often rely
on their parents for housing and other financial suppdrt.

56 As shown irFact 3 49 percent of 12 grade Millennials said that living close to family and friends is veppitant to

them, a 40 percent increase over what baby boomers said at that age. (Monitoring the FL8d6£2011)

5" Thompson (2014) and Fry (2014) argue that the increase in the share of young adults living at home with their parents
stems from a classifation issue, whereby those in college classify themselves in surveys as living at home. While these
classification concerns are a contributing factor, we also find that even among 18 to 2dlgeaot enrolled in college

and among 25 to 34 yeanlds, he share living with their parents increased during the Great Recession and remains
elevated.
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The labor meket is another factor contributing to the increasedmber ofyoung adults livingt home
and the concurrent decline in headshiphe rapid decline in the unemployment rate in recent years
hassomewhatboosted the headship rate and is putting downward gsere on the share living with
their parents Historically, theneadship ratehashada significant cyclical componersince the 1970s,
the headship rate among young adul&s generallytracked their employmentto-population ratio
closely®®

Figure 30: Headship Rate and Employment-to-Population
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Source: Bureau of Labor Statistics; CEA calculations.

This cyclical relabnship also holds at the statkevel: states with the largest increases in the
unemployment rate relative to their averages before the Great Recession registered the largest
declines in headship rates on average. With parents helping thddren in times of labor market
adversity, the majority of young adults living at home report that their own financial situation has
improved>®

However, the share of Millennials living at home has increased even among those with jobs, which
points to a pble for factors outside the labor market. For instance, research suggests that increases in
rents across many metropolitan areas during the Great Recession are likely to have depressed
headship?® Moreover, the nonmonetary costs of living at home may havelecreased again
highlighting the role of the relationship between Millennials and their parents in explaining the
former’s holusdayy < hparcerst s report having fewe
in their late teens than they had with #ir own parents at the same age. Onetém parents with
children aged6to24s ay t hey “often” argue with their ki

58 Haurin et al. (1993); Whittington & Peters (1996); Ermisch & Salvo (1997); Ermisch (1999), Lee & Painter (2011); and
Paciorek (2013).

59 parker (2012). The Boarang Generation. Kaplan (2012) shows how the option to move back home provides
insurance against adverse labor market outcomes, particularly among young adults that do not attend college.

60 paciorek (2013). More generally, higher housing costs bear d@inegalationship with headship rates (see Haurin et

al. (1993)).
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30 report often having major arguments with their own parefitSimilarly, increased interactiamith
family does not appear to have a del et/lerecenbus
survey found that Millennials living at home are jastsatisfied with their family life as those who are
not living at home?

Consistent witHower headship rates,oung adultdodayare less likely to be homeowners than young
adults of previous generation$hedecline in homeownership among Millennigit®weveronlylooks
particularly sharp when compared to the homeownership rates of 184qeéarolds during the
housing boom. Not surprisingly, the housing boom attracted a partilyularge share of 18 to 34 year
olds relative to historical trends.

Figure 31: Probability of Owning a Home for
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Source: Bureau of Labor Statistics; CEA calculations.
Mote: Long-run trends are estimated using a smoothed weighted average over a 15-year
moving window.

Taking a longer vievhe lowerlikelihood of homeownershipmong Millennials todaiglargely in line
with longstanding declines in homeownership among young pedplale dsentangling the factors
contributing to contributing to the lower likelihood of owning a home in recent yearsdlifficult at
least three forces appear to la play First, thegradual shifts in labor force participatiomcreased
college enroliment, andelayedmarriage discussed earlier in this reperiggest that Millennials are
delaying homeownership until they grow oldeather than substituting away from homeam&rship
altogetherMi | | enni al s’ stronger relationship with
headship reinforce this trend. It is likely for the Millennials living with their parents to first become
renters before becoming homeowners, followg the usual path to homeownership.

Second, the more recent decline in the probabilitthomeownership for 18 to 34 yeands is strongly
tied to the challenges in the labor market fidiillennials due to the Great Recession that are discussed
in Fact 9However, homeownership decisions are often tied to job prospects and with the labor market

51 Parker (2012).
52 1bid.
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recovery well under way for Millennials, maintaining flexibility in their location decisions as renters
could provide an advantage as they consider the job oppatiesithat come their way.

Lastly, b d a yght &nding environment may aldwe to blame The share of those under age 30 with
credit scores below 680a lower credit score on the spectrum from 300 to 858 approximately 67
percent whereas thigoortion of the credit score distribution is less represented among older age
groups With regulatory constraints leading lenders to apply additional credit overlays for those with
low credit scores, Millennials are likely to face challenges obtaining mgegredit. Survey evidence
collected by the Federal Reserve Bank of New York suggests that about 22 percent of borrowers with
scores below 68tnhay decide not t@pply for mortgage credin the first place perhapsecause they

feel discouraged by prior rejected credit applicationthe lending environmenttheir employment
prospects, othe financial burdens of paying down other defSt

Figure 32: FICO Distribution of Individuals by

Percent Age Groupin 2013
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It is worth mentioning that some observers suggest that rising student loan debt burdens are dimming
homeownershipprospects for Millennial&* For many reasons, including the fact that ithesturns to
education are still to be realized, it is too soon to draw firm conclusions about thddstigg effects

of the increase in aggregate student loan debt on homeownership. Several considerations suggest that
the effect is likely to be concentied in a small minority of Millennials who have student loan debt
and are considering buying a home today. For one, because the presence of student loan debt
generally “thickemrsdviadicnrge dmar er eicrofradr mat i on a
and thus increases credit scores, the vast majority of those who are able to manage their payments
and pay their loans on time preserve their access to credit, and many may even see their credit scores
improve. Moreover, delinquencies on all types of dtdthve been steady in recent years, suggesting
that, for some, the negative effect of missed student loan payments is somewhat offset by making
consistent payments on their credit cards or auto lo&h€onsistent with the fact that overall

63 Zafar, Livingston, and van der Klaauw (2014).
64Brown, Caldwell, and Sutherland (2014). See Akers (2014) for an alternative view.
5 Federal Reserve Bank of New York, Consumer Credit Panel (2014) and Dettling and Hsu (2014).
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delinquencies hve not been increasing in recent years, average credit scores among young adults have
remained relatively constant. Lastly, research suggests that the extent to which higher student loan
indebtedness is crowding out saving for a down payment appears todakest so far, in part due to

the higher returns to education facilitated by borrowing for college.
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Fact 15: College-educated Millennials have moved into urban areas faster
than their less educated peers.

Urban living in theunited Statehass een a resur gence d&mkeegngWihl | e
this trend, Millennials are more likely to live mrban areasthan earlier generations were at similar
ages?’ Growth in the shareof 25to 34 yearolds living incities has been largest amomgid-sized
metropolitan areas (defined here dke 6™ to 90" largest metroareay. These miesize cities have
attracted both college and neoollege educated Millennials and hageen growth of around
percentage pointsn the share of theyoung adult population living in them toddsom 30 years ago.

This is in keeping witlhongterm trends among theU.S.population generally as the American
population as a wholaas movedrom nonmetropolitan areagowards midsized citie®ver the same
30-year period albeit to a lesser extent

The move toward cities has been greater amdhg college educatedwho have increased their
likelihood of living in both large and msized citiesOverall, 73 percent a25 to 34yearolds with a
collegeeducationwere living in large or midized cities in 2011, compared & percent in 198¢2
Among those without a college degree, 61 percepteliving in large or migized cities compared to
58 percent in 1980and the growth in the share living in cities has only occurred insizied cities.

Figure 33: Choice of Metropolitan Areas for
25to 34 Year-Olds

5 largest 6-90 largest Non-Metro Area

26%

18% 23%

13%

1980 2011 1980 2011
College-Educated Non-College-Educated

Source: American Community Survey; CEA calculations.

Collegeeducated Millennials are also somewhat more likely to live in a coastal city than their less
educated peers or Americans in genéfahmericansoverallare moe likely to livein metropolitan

66 Glaeser and Gottlieb (2006).

87 Taylor and Keeter (2010).

68 Changes to the coding of metro area residence in 2012 make it difficult to compare 1980 resideroaspaith the
most recent years of data.

69 American Community Survey; CEA calculations.
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areas away from the Atlantic or Pacific Coaktan they were in previous years. Howey2ab to 34
yearoldsin 2011 wth a college educatiowere slightlymore likely to be found in a metpmlitanarea
on the East or West Coast thémey were around 30 years agdq33 percent \ersus31 perceni).’® For

those without a college degre¢he proportion living on the coasts declinetightly over the same
period from 25 percentto 24 percent)’!

Research in rece years hasound that Americans with different levels of educatiane increasingly

living in different areasBerry and Glaeser (2005) note that since 1980, college graduates have
gravitated towards urban areathat hadhigher levels of educational aftanent at the beginning of

this period leading to increasing segregation by skill level across cities. Both Moretti (2013) and
Diamond (2013) find that this geographic divergence has hgtially driven by the demand for
differently-skilled labor acrossities. They also find that the divergence in skill levels across cities has
been accompanied by divergiBsgillcohnbosnkadd tefdd p e
suggesting that Mi |l | sihhas inaplications forrecame app@tdnitys or t i n

0 bid.
" Ibid.
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Conclusion

The Millennial generation has taken part in many important transformations: sbifting ways of
communicating and using technology, thhanges in parenting practices, educational and career
choices,and shifts in homeownership and family life. These developments have inspired much
speculation about how this generation will fare later on in life and whether these trends are temporary
or permanent.The answer to this question will depend, in part, on th@igy choices we make in
specific areas like education and housing and technology as well as the broader economic policies tha
help foster job creation and wage growth.

First, Millennials are a technologically connected, diverse, and tolerant generatienpriority that
Millennials place on creativity and innovation augurs well for future economic growth, while their
unprecedented enthusiasm for technology has the potential to bring change to traditional economic
institutions as well as the labor market For exampl e, “crowdfunding”
raise capital from diffuse sources online, rather than relyingraditional sources like banks grow

their businesse$?

Second, both Millennial s’ p ar e rsubstant@lnndestiviants ine n n
their human capitalMany of these trends are economicatasonableresponses that will likely pay

off for many Millennials over the lorg@rm. For example, increasing college enrollment is a rational
response to structural andyclical trends: respectively, a labor market that confers ever large rewards
on educated workers, ana weak job market which greatly reduced the opportunity cost of schooling
during the downturn. Even as the economy improves, we expect enroliment fo demving as long

as college remains a worthwhile investment, albeit not as quickly as it had before. Moreover,
Millennials are more likely than previous generations to study social science or applied fields that
correspond to specific career paths.

Finally, as a result of the Affordable Care Act, Millennials are much more likely to have health insurance
coverage than young workers in the pa&.i nce the Affordable Care
provision went into effect in 2010, the uninsurance raeong Millennials has fallen by 13.2
percentage points. Increased health insurance coverage will likely translate into improved access to
health care, health outcomes, and financial security. It may also have important labor market benefits:
because the Abrdable Care Act has made it easier for individuals to purchase their own health
insurance, young adults are now better able to choose a job that fits their career goals, without having
to worry about access to health insurance coverage.

That being said;hallenges remainFirst, research finds that macroeconomic conditions in childhood
and young adulthood shape individuals’ trajec:
wages, earnings, savings and investment patterns, taugt in institutionsamong these individuals
This suggests that the Gr eat laRenmarkesperifoonanceas well at
assavings and investment behavior in the shtatm, though at this point, it is still too soon to éw

how large and lasting these impacts will be.

2Hemer (2011); Agrawal, Catalini, and Goldfarb (2013).

44



Second, Millennials facedifferent labor marketthan previous generationgharacterized by longer

job tenure, fewer employer switches and career transitions, and lower overall fluidity. As a result,
Millennials have stayed with their employers longer than Generation X workers did at the same point
in their careersAt the moment however, the lonterm impads of these changes are unclear and
there are both benefits and costs to longer tenure at jobs.

Third, total outstanding student loan debt has now surpassed $1 trillion in the second quarter of 2014,
and there has been a recent increase in student debt delinquency eatss as deéhquencyrates on

other types of debt have come down as the economy hasvexed In part, the growth of student

loan debt is due to greater college enrollment among Millennials, but it is also due to a changing
composition of students, rising tuition, reduced public funding, and diminished home equity. These
trends raise concers that some borrowersyparticularly those who do not graduate from foyear
institutions and those attendintpwer qualityfor-profit institutions—might face financial difficulties
managing and paying down their debt. There are also concerns that studemitese institutions
might be receiving lower returns to their education.

Fourth, Millennials are less likely to own a home than previous generations. Homeownership trends
have a significant cyclical component, as the household formation rate hasitadiyclosely tracked
overall employment trends. The tight credit market has also made it more difficult to procure a
mortgage.Nevertheless, longestanding trends-iked getting married laterwill continue to affect
homeownership by this generation evefter the economy has fully recovered.

Finally, in addition to these economic trends, Millennials are driving social and geographic shifts.
Millennials aremarrying later and less often than previous generations, while marriage rates have
fallen especidy sharply among the lessducated. In addition, Millennialsespecially the more
educated among themhave moved in large numbers to urban areébese could have important
economic implications for a long time to come becabséh marriage and geographiccation have
significant relationships with economic mobility and opporturiity.

So, while there aresubstantialchallenges to meet, no generation has been better equipped to
overcome them than MillennialsThey ae skilled with technology, determined, diverse, and more
educated than any previous generation. Millennials are still in the early stages of joining and
participating in the labor markef aking steps to help them access and complete college, manage their
student debt, have better opportunities for training and connection to jobs, access the credit they need
for a home, protect the network neutrality that is the basis for much of their technological activity, as
well as general policies to strengthen intrasnt, job creation and wage growth, all have the potential

to have a lasting impact for this generation and thus@o$. economic performance for decades to
come.

73 Chetty, Hendren, Kline, and Saez (2014).
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