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B INTRODUCTION

About CCW

Center for a Competitive Workforce

Center for a Competitive Workforce (CCW) links education
and workforce partners to establish high-performing
regional talent development systems in California for

the rapidly changing industries that will dominate our
economic future. The center’'s work addresses the talent
gaps employers face and the supply of skilled graduates to
meet projected workforce demand.

CCW was founded as a Strong Workforce Program within
the 19 Los Angeles County community colleges in the
L.A.|O.C. Regional Consortium.

Learn more: www.ccworkforce.org

FOUNDING

PARTNERS

:::::::::::::::::

Centers of Excellence

As grant-funded technical
assistance providers, the seven
Centers of Excellence across the
state, located strategically to
study the regional economies of
California, support the community
colleges by providing customized
data on high growth, emerging,
and economically-critical industries
and occupations and their related
workforce needs.

CALIFORNIA COMMUNITY COLLEGES

LAOCRC

los angeles | orange county | regional consortium

LAOCRC

The Los Angeles and Orange
County Regional Consortium
(LAOCRC) provides local and
regional decision makers with the
increased capacity to measure
regional progress toward goals of
efficiency and effectiveness, while
also improving their access to
indicators that measure student/
incumbent worker progress
through the educational system.

LA Area Chamber
of Commerce

The Los Angeles Area Chamber of
Commerce champions economic
prosperity and quality of life for
the Los Angeles region by being
the voice of business, promoting
collaboration and helping
members grow.

@ LOS ANGELES COUNTY
ECONOMIC DEVELOPMENT CORPORATION

LAEDC

The Los Angeles County Economic
Development Corporation is a
public-benefit nonprofit dedi-
cated to collectively advancing
opportunity and prosperity for all,
via objective economic research
and analysis, strategic assistance
to business, education and
government, and targeted public
policy. These efforts are guided and
supported by the expertise and
counsel of the LAEDC’s members
and partners.
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B INTRODUCTION

The Work Cycle Model

In 2016, California embarked on a path to train one
million middle-skill workers and develop workforce
opportunities to provide greater overall upward

economic mobility and lift residents out of poverty.

To this end, the Strong Workforce Program was
established to spur career education in the
state’s 114 community colleges. Seven areas have
been targeted:

Student success

Career pathways

Workforce data and outcomes
Curriculum

Faculty

Regional coordination
Funding

The purpose is to increase the number of students
enrolled in career education programs that will lead
to more certificates, degrees, transfers to four-year
institutions and employment in high-demand,
high-wage jobs.

To achieve the Strong Workforce Program'’s co-equal
goals in the Los Angeles Basin, the Center for a
Competitive Workforce (the Center) proposes to
structure, deploy and structurally integrate the
following five-part program model:

1. ACQUIRE PERTINENT DATA AND CONDUCT ANALYSIS

Conduct economic research and applied analysis to better
understand the region’s targeted industries, their associated
labor markets, growth occupations and five-year forecasts.

2. ENGAGE INDUSTRY FOR REAL-TIME,
ONGOING DATA COLLECTION AND VALIDATION

Validate and amplify the quantitative research and analysis with
primary research, including survey instruments and firm-level
intelligence gathered through the Los Angeles County Economic
Development Corporation (LAEDC) and Los Angeles Area
Chamber of Commerce industry cluster councils.

3. DISTILL DETAILED LABOR MARKET INTELLIGENCE

Distill and refine data elicited through the above processes
into translatable, usable information for consumption by the
community colleges.

4. TRANSLATE AND COMMUNICATE DATA
INTELLIGENCE TO COLLEGE COMMUNITY

Connect quantitative research/analysis, primary research and
firm-level intelligence to curriculum developers and other
relevant decision-makers (e.g. deputy sector navigators, faculty
and career education deans) at the community colleges.

5. NEW COURSES AND PROGRAMS
DEVELOPED/UPDATED

Tailor new programs and courses through collaboration with
industry professionals, that correct, modernize and/or enhance
critical competencies and/or skills training gaps.

This report represents Phase 1 of the model. Phase 2 will begin
almost simultaneously with this report’s release.

CONTINUOUS

COMMUNICATION

CCW | 5



Executive
Summary

The Los Angeles Basin's competitive
and rapidly changing economic
landscape has given rise to a job
market in which highly specialized
knowledge and skills often mean the
difference between success and failure.
To help meet this challenge, the Center
for a Competitive Workforce set out

to study the major industries driving
growth and pinpoint how education
and industry stakeholders can calibrate
the region’s talent development system
to fuel a vibrant economy.

This report is the latest in a series of
reports by the Center and the Los
Angeles Economic Development
Corporation and focuses on the
professional services industry in the
Los Angeles Basin (Los Angeles and
Orange counties).

Why Focus on
Professional Services?

Professional services is a large industry
that is particularly promising because
it supports many occupations that

pay well in component industries

that are either largely insulated or
stand to benefit from automation and
technological advances.

Professional Services
SUPPLY VS. DEMAND

The Center also assesses whether community college supply is
meeting workforce demand. Based on regional community college
completions, a looming workforce shortage appears to exist, an
undersupply of 2,000 workers each year to fill job openings in the
region. More than 6,300 annual openings are projected for middle-
skill occupations in the seven component industries studied for this
report. But community college completions only totaled about 4,300
awards in the 2016-17 academic year.

The supply-and-demand comparison reveals that an oversupply
may exist for paralegal programs, and architecture and engineering
programs in the Los Angeles Basin. Meanwhile, there may be an
undersupply of community college students to fill jobs in adminis-
tration and support, veterinary medicine, environmental science,
and computers and design.

IN THIS REPORT, THE CENTER:
- Analyzes the major shifts occurring in
professional services
- Quantifies the industry's economic impact

- ldentifies the jobs that have the brightest
future for community college students in
the region



PROFESSIONAL SERVICES REPORT:

ADDITIONAL KEY FINDINGS

WHERE WILL THE JOBS BE?

The highest number of openings will be in occupations related to
management and technical consulting services. The greatest growth
in employment is expected to occur in the computer systems design
and related services industry (7,530 new jobs), followed by manage-
ment, scientific and technical consulting services (4,860 new jobs).

Analysis of the skills classifications for total job openings over the
next five years reveals that nearly half of projected openings will be
for middle-skill occupations, which reinforces the selection of this
industry as a valid target for community college programs.

OCCUPATION PROFILES

This study identifies 15 promising occupations for middle-skill
workers, those who possess more educational attainment than

a high school diploma but less than a bachelor’s degree, in seven
component industries that make up the professional services
industry. Some in-demand middle-skill occupations to take note of
include: network and computer systems administrators, secretaries
and administrative assistants, veterinary technologists and techni-
cians, and environmental science and protection technicians.

RISE OF AUTOMATION

The study also addresses which component industries (component
industries) are likely to be affected by automation in coming years.
Artificial intelligence is simplifying highly complex tasks while
increasing productivity. The professional services industry is poised
for further digital transformation, and some professional services
jobs may decline or become obsolete as technology advances.

With the rise of automation and Al, employment in two component
industries is predicted to contract: architectural and engineering
services is projected to decline by 9.5 percent, representing a loss of
5,410 jobs; and advertising, public relations and related services will
shrink by 2.4 percent, shedding 770 jobs in the region. Specialized
design, computer systems design and various consulting services—
which rely heavily on non-automatable knowledge-based skills,
human creativity and problem solving—are expected to be shielded
from disruption.

ADDITIONAL TRENDS

More trends to watch involve the increasing reliance on contingent
workers, the creation of virtual web-based firms and capital-labor
substituting technologies. Significant opportunities will exist for
middle-skill jobs in science, math, technology and engineering
(STEM) fields. At the same time, there is growing emphasis on

soft skills, especially for professional services occupations which
involve interaction with the public and working cooperatively with
coworkers. Professional services employers highly value technical
training involving work-based learning, such as internships and job
readiness skills.

e GOOD PAY
Professional services employees typically earn high-
er-than-average wages compared to the regional
economy. Employees in professional services earn,
on average, $65,030, which is more than the regional
average across all industries, $59,890. The legal
services industry pays on average $108,960 per year.

« ECONOMIC IMPACT
The professional services industry generates $175.6
billion in economic output annually in the Los
Angeles Basin, accounting for 12.4 percent of the
gross regional product. In 2016 (the most recent data
available), the professional services industry spent
$59.3 billion on labor payments and distributed $12.4
billion in profits.

* YOUNG WORKFORCE
A large share of the professional services workforce
in the Los Angeles Basin skews younger; 53 percent
of workers are between the ages of 25 and 44 years,
and less than 20 percent are 55 years or older.

« EMPLOYMENT CONCENTRATED
Professional services employment is two times
greater in Los Angeles County than Orange County.
There are 262,800 payroll employees in professional
services in Los Angeles County, compared to
120,500 payroll employees in Orange County.

e CONSULTING SERVICES DOMINATE
More than half of employment in professional
services falls into three component industries:
management and technical consulting services, legal
services, and accounting and bookkeeping. These
component industries combined employed more
than 200,000 workers in the Los Angeles Basin in
2016. Management and technical consulting services
accounts for 76,210 jobs alone.

* GIG ECONOMY
The use of contingent workers is a growing trend
in the industry with professional services currently
employing a large number of consultants and
independent contractors who work on a per-project
basis. The number of contingent workers, more than
300,000, is almost equivalent to the number of payroll
employees in the industry in the Los Angeles Basin.

CCW | 7
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Professional Services

A Knowledge-Based Industry

In the Center for a Competitive Workforce's baseline
report ‘L. A. & Orange County Community Colleges:
Powering Economic Opportunity” published in
October 2017, the Los Angeles County Economic
Development Corporation’s (LAEDC's) Institute for
Applied Economics identified six target industries

in the Los Angeles Basin (Los Angeles and Orange
counties) expected to undergo significant middle-
skill job growth between 2016 and 2021. Professional
Services was one of the six identified industries and
the choice for the Center's third “deep-dive” industry
report. This and other deep-dive industry reports are
intended to establish a baseline from which the Center
and the region’s community colleges can further
build their knowledge and, working in partnership
with industry, amplify their understanding about the

Professional Services Defined

Eight component industries make up the professional services
industry: legal services; accounting, tax preparation, bookkeeping
and payroll services; architectural, engineering and related services;
specialized design services; computer systems design services;
management, scientific and technical consulting services; adver-
tising, public relations and related services; and other professional,
scientific and technical services (Exhibit 1). The Los Angeles Basin’s
professional services businesses employ a wide range of workers by
occupation, skill level, educational attainment and experience. There
are distinct differences across the component industries that comprise
professional services including the size of operations and staffing
patterns. Labor shortages and skills gaps vary among these industries
and across occupations.

The Professional Services Workforce

The Los Angeles Basin is experiencing a tight labor market, with

its lowest annual unemployment rate (4.4 percent) since 2006

(Exhibit 2). However, many employers in professional services assert
they are having difficulty finding qualified candidates with the right mix

10 | CCW

region’s labor markets and the middle-skill workforce
gaps, as gauged by the difference between industry
needs and community college program completions.

In the professional services industry, human capital
is of paramount importance compared to many
other industries which tend to be more capital
intensive. Knowledge-based services are provided to
clients to fit their specific needs; these include legal
services, accounting services, marketing services and
custom computer design services, to name a few.
The professional services industry has a very large
presence in the region, with strong employment
projections for occupations at almost all skill levels
and all educational attainment levels over the next
three to five years. For this reason, the industry offers
significant opportunities for students attending
community colleges in the region.

Legal Services

Accounting, Tax Prep, Bookkeeping
& Payroll Services

Architectural & Engineering & Related Services
Specialized Design Services

Computer Systems Design Services

Management, Scientific & Technical
Consulting Services

Professional Services

Advertising, Public Relations & Related Services

Other Professional, Scientific & Technical Services

iy

EXHIBIT 1:
Professional Services Industry Composition




B PROFESSIONAL SERVICES: OVERVIEW

of skills to meet
their diverse
needs, meaning
workers with
the requisite
skills are in
high demand.
There has
been a move
toward more
knowledge-based occupations where a combination of soft skills and
analytical skills are essential to a worker’s professional advancement.
Consequently, the proper education and training, or up-skilling, of the
region’s workforce is more important than ever.

The professional services industry generates $175.6 billion in economic
output annually in the Los Angeles Basin, accounting for 12.4 percent

of the gross regional product. (See the Economic Impact section of

this report for a full analysis.) Approximately 85 percent of purchases
made in the industry’s supply chain are made using local vendors.
Across all levels of educational attainment, average monthly earnings in
professional services in the Los Angeles Basin are higher relative to the
combined average of all industries. (Exhibit 3).

Significant opportunities exist within the professional services industry
for middle-skill jobs, most especially science, technology, engineering
and math (STEM) fields. New technology is driving demand for some
middle-skill occupations and creating the need for new occupations as
well. Information technology (IT) continues to provide ample entry-
level opportunities for middle-skill workers, those with an associate
degree, postsecondary nondegree award or certification. These jobs
typically have pathways to more senior positions and higher wages
with on-the-job training and experience, and additional technical
training. When a higher level of education (hamely a bachelor’'s degree)
is preferred for hiring, a portfolio of work (e.g., work-based learning
experiences such as an internship), in addition to certifications, may
help demonstrate a candidate’s qualifications and ability to perform the
work required.

There are a number of trends in
professional services impacting
the industry’s workforce including
the use of contingent workers,
automation, the creation of virtual
web-based firms, and further
advancements in digital technolo-
gies, along with other capital-labor
substituting technologies.

Technology has increased digital
connectivity, allowing workers to
be mobile or work remotely. More
employers are hiring workers
on a contingent or per-job basis
(short-term gigs). The so-called
gig economy has predominantly
affected technology-related
occupations, but its influence has been increasingly felt, creeping into
other occupations as employers across all industries look for ways to
decrease their labor costs without compromising productivity. The
number of contingent workers in the professional services industry
in the Los Angeles Basin is almost equivalent to the number of
payroll employees in professional services; as of 2016, the estimated
number of contingent workers in the industry exceeded 300,000.

Across all skill levels, a number of professional services occupa-
tions are vulnerable to automation in the next decade. Artificial
intelligence (Al) and algorithms, machine learning, big data, cloud
computing and the internet of things allowing real-time connectivity
are all impacting the industry. Indeed, many occupations in

UNEMPLOYMENT IN THE LA BASIN, 1990-2017
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EXHIBIT 2:

Unemployment in the LA Basin 1990 to 2017

AVERAGE MONTHLY EARNINGS

LOS ANGELES COUNTY

Bachelor's and Above
Some College/Associate
High School or Equivalent

Less than High School

ORANGE COUNTY

Bachelor's and Above
Some College/Associate
High School or Equivalent

Less than High School

$3,349

$2K  $4K  $6K  $8K  SIOK

. Professional Services All Industries

EXHIBIT 3:
Average Monthly Earnings, 2016, by Educational Attainment, ages 25+ years.

professional services already incorporate some form of automation
into their job duties, such as payroll and timekeeping clerks, tax
preparers and civil drafters (Exhibit 4). While increased automation
and adoption of technological advancements do not necessarily
translate into immediate job losses, these trends do indicate that
the industry is poised for further digital transformation and may
experience disemployment, resulting in the elimination of certain
occupations or job duties, in the long run. In the near-term, jobs will
simply be redefined as activities become more automated.

Advancements in information technology are facilitating more
efficient ways of knowledge sharing. This is spurring changes in
business models, brand development and marketing, and business
development and client relations. There are a large number of

ccw |1



B PROFESSIONAL SERVICES: OVERVIEW

CURRENT DEGREE OF AUTOMATION

@ Highly Automated
« Data Entry Keyers

@ Moderately Automated
 Bill & Account Collectors
« Payroll & Timekeeping Clerks
* New Accounts Clerks
» Tax Preparers
« Civil Drafters
« GIS Technicians

« Civil Engineering Technicians

« Web Developer
« Environmental Engineering Technicians

« Environmental Science & Protection Technicians,
incl. Health

« Veterinary Technologists/Technicians

© Very Little Automated
« Graphic Designers
« Veterinary Assistants/Lab Animal Caretakers

EXHIBIT 4:
Current Degree of Automation

AGE DISTRIBUTION OF WORKFORCE

All Industries

Professional Services

EXHIBIT 5:
Age Distribution of the Professional Services Industry Workforce

IN DEMAND SKILLS

« Interpersonal skills » Organization and
("soft skills") planning skills

« Oral and written « Attention to detail

cemminication « Research skills

e « Relationship building

* Computer skills « Reading comprehension

« Problem solving/

« Information technolo
decision making Y

« Team work/collaboration

EXHIBIT 6:
Skills in Demand in Professional Services
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web-based, tech providers that offer automated back-office services
across the various industries in professional services.

The continued deployment of Al brings with it the promise of
simplifying highly complex tasks and increasing productivity.
Currently, automation is augmenting labor in the industry, redefining
and shuffling work activities within occupations rather than making
entire occupations obsolete.

The aging of the workforce, and therefore issues related to attrition,
does not appear to be as big of a concern in the professional services
industry compared to other industries in the region, such as health
care and manufacturing. A large share of the professional services
workforce in the Los Angeles Basin skews younger; indeed, 53
percent of workers are between the ages of 25 and 44 years, and less
than 20 percent are 55 years or older (Exhibit 5). However, several
of the professional services component industries, particularly
engineering, are facing the reality of
an aging workforce.

There has been a growing emphasis
on softs skills for middle-skill jobs
across all industries, but especially
for those who interact with the
public or who are required to work
cooperatively with coworkers, as is
commonly expected in professional
services.

Professional services employers
often cite technical training, previous
intern experience and job readiness
skills—including problem-solving
skills and soft skills like effective
communication—as some of the most
desirable qualifications for workers in
the industry (Exhibit 6).

Looking ahead, non-automatable knowledge-based skills will
become the “bread and butter” of professional services; for example,
analytical capabilities, relationship skills, data interpretation,
strategic guidance, and predictive insights will be highly valued by
employers.

In the near future, in order to be competitive, individuals who work
in professional services will need to be adaptable, possess soft skills,
acquire specialized skills specific to component industries (including
related certifications and/or licenses), and have the ability to quickly
adopt new technologies. In this way, workers in the professional
services industry will have a better chance of remaining relevant and,
most importantly, employed in an industry poised to undergo signifi-
cant changes related to technological innovation in coming years.



Sizing
Things Up

The Industry Defined

Analysis of professional services industry trends
provides insights into the challenges and opportunities
facing the industry’'s workers and employers.
Understanding where the jobs are now, and in the
future, is critical for tailoring training and career
education programs, as well as regional policies to
prepare for these changes and to cultivate a workforce
that is competitive in a fast-changing global economy.

In this section, job counts, changes in payroll
employment and wages are discussed for the Los
Angeles Basin, a region encompassing Los Angeles
and Orange counties.

383,280 Payroll Jobs

Management &

Tech. Consulting 19.9%

g 67,440
Legal Services 17.6%
Accounting & 59,980
Bookkeeping 15.6%
Architectural & 57,040
Engineering 14.9%
Computer Systems 54,030
Design & Related 14.1%
Advertising, 32,420
PR, & Related 8.5%
Other Professional 24,070
& Technical 6.3%
- . 12,090
Specialized Design 3.2%
T T T T
25K 50K 75K 100K

EXHIBIT 7:
Employment distribution across the professional services industry.

As of 2016, the professional
services industry employed
383,280 private payroll
workers in the Los Angeles
Basin, accounting for 6.5
percent of total regional
employment.

Industry Employment

Professional services workers in the region
comprise 36.1 percent of all professional services
employment in California and nearly 4 percent of
professional services employment nationwide.
Management and technical consulting services
accounts for 20 percent of total industry employ-
ment, the equivalent of 76,210 jobs. Legal services
has the next largest share, with 18 percent of

all industry employment (67,440 jobs), and
accounting and bookkeeping services accounts
for approximately 15 percent with 59,980 jobs, as
does architectural and engineering services,

with 57,040 jobs (Exhibit 7).

Across the two counties, the composition of employment in

the professional services industry varies only slightly (Exhibit 8).
However, industry size is significantly different between the

two counties, with Los Angeles County dominating. There are
262,800 payroll employees in professional services in Los Angeles
County, compared to 120,500 payroll employees in Orange County.
Consequently, the number of middle-skill employment opportuni-
ties will be different for each county.

Total employment in the industry
has grown continuously over

the last decade, with an average
annual growth rate of 1.8 percent
per year. From 2006 to 2016,
employment in the professional
services industry significantly
outpaced total payroll employ-
ment growth (4.0 percent) across
all industries in the region, adding
over 31,000 jobs, an increase of
nearly 9 percent (Exhibit 9).

Much of the job growth in this

industry has been fueled by an

increase in technology-based
industries, including management and technical consulting, which
added 13,000 jobs over the period, representing a growth rate of
27.5 percent. All, but two component industries displayed solid job
growth over the period, specialized design services and architectural
and engineering services.

CCwW | 13



B PROFESSIONAL SERVICES: SIZING THINGS UP

Industry Wages

Professional services employees typically earn higher-than-average
wages compared to the regional economy. Overall, employees in
professional services earn, on average, $65,030, which is more than
the regional average across all industries, $59,890.

Still, this is just an average across all professional services industries,

so some component industries pay significantly higher wages while

others pay significantly lower wages. For example, the legal services
industry pays on average $108,960
per year while average annual
wages in other professional and
technical services is $56,200.

Real wages in professional
services grew by 10.8 percent
overall, above the growth of all
industries in the Los Angeles
Basin, where inflation-adjusted
(real) wages increased by less
than 4 percent (Exhibit 10).

During the past five years, wage
growth has been fastest in the
accounting and bookkeeping
industries, with 35 percent
growth, followed by other
professional and technical
services with close to 27 percent;
advertising, public relations and
related services experienced 20
percent growth.

Competitiveness & Regional Advantage

A region’s competitiveness in an industry is a function of many
factors: the attractiveness and value of the product(s)/service(s)
produced/delivered; the costs of inputs such as labor, land and
energy; the productivity of individual firms; and the geographic
concentration of the industry, where regionally-concentrated indus-
tries are likely to be more competitive than those same industries in
other economic regions without high concentration.

Location quotients (LQ) are used to measure industry competitive-
ness. Based on analysis, the Los Angeles Basin’s professional services
industry is not highly concentrated compared to other regions, with
the location quotients for most component industries about on par
with the average concentration of the professional services industry
nationwide (LQ of around 1.0). Only the specialized design services
industry shows a slightly higher concentration with an LQ of 1.8.

Legend: Exhibits 8-10

. Management & Technical Consulting
. Adbvertising, PR, & Related
Other Professional & Technical

. Legal Services
Accounting & Bookkeeping
Architectural & Engineering
. Specialized Design
. Computer Systems Design & Related . Total, Across All Industries

. Professional Services Average
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Los Angeles
County

EXHIBIT 8:

Orange
County

Professional services employment distribution in LA & Orange counties in 2016.

Change in Payroll Employment from 2006-2016

30%

20%

10% —

Payroll Employment Increase

27.6%
25.2%

0% -
2006

-10% —

EXHIBIT 9:
Change in payroll employment from 2006 to 20176.

Change in Real Wages from 2006-2016

30%

20%

10%

Real Wage Growth
]

35.0% ($91,643)

26.7% ($56,309)

19.5% ($98,479)
17.0% ($111,095)

13.2% ($85,725)
10.8% ($94,812)
8.8% ($77,767)

3.9% ($59,889)
— 1.3% ($109,613)

0%
2006

10% -

EXHIBIT 10:
Change in real wages from 2006 to 2016.

I
2016

-5.7% ($95137)



Demand-
Analysis

Industry Outlook &

Future Workforce Needs

To determine where the professional services industry

S s d Between 2016 and 2021,
I e the professional services
industry is projected to grow

in the Los Angeles Basin by
al