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Executive Summary

veryone is talking about the economy these days, but it is hard to really tell

what it all means. Are there enough jobs? What jobs are being created, and

what jobs are being lost? Do new jobs offer the wages and benefits that the
old jobs did? And most important, how are working families in the Badger State
doing? The State of Working Wisconsin 2004 uses the best and most recent data
available to draw a nuanced picture of the current economy and what it means for
the working families of our state.

The picture that emerges from our research is decidedly mixed. On the positive
side, it is clear that since January 2004, the Wisconsin job count is finally on the
rise. Our critical manufacturing sector is finally adding jobs after two years of
severe decline. Further,a number of Wisconsin’s economic fundamentals remain
quite strong: growth of Wisconsin per capita income exceeded the national pace,
even after the 2001 recession; our labor force continues to grow and make gains
in educational attainment; our labor force participation rate remains among the
highest in the nation; and the median wage for workers in the state has grown
faster than inflation for each of the last nine years.

But context is important when considering the shape of our job market.True, in
2004 the Wisconsin labor market has finally produced jobs. However, it has taken
us three full years just to get back to the number of jobs we had in March 2001
when the recession began. Our labor force grew over those three years, so even
though jobs are up, we have remained behind. In manufacturing, the new jobs
created this year cannot begin to make up for the number of jobs lost over 2000-
03.We remain fully ten percent behind our 2001 employment in manufacturing.

There are other negative signs on the horizon as well. While Wisconsin’s workforce
made gains in educational attainment over 1990-2003, our advance was far
outstripped by national progress, especially considering those with four-year
college degrees.While our median family income substantially exceeds the
national median (the result of our high work effort), the new century has produced
declines:Wisconsin family income actually fell in 2001 and 2002. And while poverty
rates in the state remain below national levels, reflecting Wisconsin’s strong history
of income equality, inequalities are growing in Wisconsin. Black/white inequality, in
particular, has exploded. Wisconsin is now, on several measures, the most unequal
state in race terms in the nation.
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Key Findings
2001 Recession Casts a Long Shadow:
Employment Flat and Job Quality Down

Much has been made of Wisconsin’s employment gains in 2004.
This new job growth is certainly welcome, especially in the hard-

hit manufacturing sector. But perspective suggests how modest
overall job growth has been. Current total employment is only
equal to what it was in March 2001, when the recession began.
That’s more than three years with no net job growth, and compares
badly to previous recoveries. By this point in recovery from the 1990
recession, we were six percent above where we had been at its start.

The story in manufacturing is particularly troubling. Manufacturing
provides many of Wisconsin’s best paying jobs, especially for
workers without four-year college degrees. From March 2001 to
January 2004, Wisconsin lost 75,000 manufacturing jobs, a decline
of 14 percent.That hemorrhaging stopped this year, as Wisconsin
manufacturing added back some 14,000 jobs over the first half

of 2004. But that still leaves us ten percent below manufacturing
employment levels in March 2001, and suggests a more permanent
downward shift.

There is also the matter of job quality, starting with pay and benefit
levels.While Wisconsin has recently added many new jobs, they
tend to be in poorer paying industries with worse benefits than
those jobs that were lost. Wisconsin economic sectors that have
shrunk over the past three years, including manufacturing, pay
$7,200 more in average annual earnings than those sectors that
have grown. Moreover, three-quarters of the jobs in contracting

industries have health insurance coverage, while less than half of those in expanding industries do.

Family Incomes Down, Hours of Work Very High, Educational Attainment Lagging

Median family income in Wisconsin — that is,income of families at the exact middle of the family income distribution — has
fallen over the past few years. Adjusted for inflation and expressed in 2003 dollars, four-person family median income fell from

Median Income for Four-Person Families, U.S., Wisconsin,

and Peer States, 1980-2002
(in 2003 dollars)

$71,274 to $68,523 over 2000-02.
This still leaves Wisconsin family
income some 6.8 percent above
the national median of $64,169, but

1980 1990 1995 2000

2001

Total Growth
2002 1980-2002

this “Wisconsin advantage” owes

only to the fact that we work long

United hours here.Wisconsin men have a
States  $51,449 $56,570 $59,558 $66,471 $65,757 $64,169 24.7% labor force participation rate of 78
Wisconsin 52,967 58,933 60,686 71,274 68,005 68,523 29.4 percent, compared to 73.5 percent
Tllinois 55,403 60,349 64,496 72,761 69,113 70,753 27.7 among men nationally. And

Indiana 50,838 54,180 56,894 66,312 66,064 64,466 26.8 Wisconsin women have exceptional
Iowa 51,263 51,983 56,713 61,870 64,072 62,641 22.2 rates of labor force participation,
Michigan 53,584 59,428 63,475 73,427 71,014 69,553 29.8 68 percent versus 59.5 percent
Minnesota 53,694 58,726 65,202 75,363 75,481 74,037 37.9

Source: Economic Policy Institute.

nationally.
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Labor Force Education, Wisconsin and U.S., 1990

and 2003
Wisconsin
1990 2003
Education
Less than high school 10.5% 10.4%
High school 44.0 34.7
Some college 22.7 30.5
Bachelor’s or higher 22.8 24.4

Source: Economic Policy Institute.

United States
1990 2003
14.3% 12.8%
37.9 30.4
23.4 28.3
24.5 28.5

Given these higher Wisconsin rates of labor force
participation, we should expect family income — which
includes all wages earned in a family unit — to be
substantially above national levels.What'’s surprising is
how small Wisconsin's advantage is. Minnesota, another
hardworking state with rates of labor force participation
about equal to those in Wisconsin, has a median family
income 15.4 percent above the national level, or about
$10,000 a year.This is better than twice the Wisconsin
advantage.

Working longer hours also has natural limits, and provides no long-run solution to declining job quality. Wisconsin has an aging
workforce. On current trends, labor market “exiters” will about equal labor market “entrants,” and shrink the number of wage
earners contributing to family incomes. Among more recent entrants, in particular young families with small children, the press
of working longer hours creates a different sort of strain. Families with small children need time with their kids as well as income
from work. But with job quality in broad decline, they feel they need to work longer hours, effectively choosing work over family.

Wisconsin thus will not be able to work much harder in the future than it does now; instead, it will have to work “smarter.” But
that will be made more difficult if Wisconsin educational attainment falls behind national levels, as it is doing now.The share of

Wisconsin Median Hourly Wages

Race, 1979-2003
(in 2003 dollars)

by Sex and
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Wisconsin Median Hourly Wages by Sex and Education,

1979-2003
(in 2003 dollars)

2003

Median Hourly Wage

1979 1989
Men
Less than high school $14.34 $10.91
High school 16.45 14.11
Some college 15.96 12.95
Bachelor’s or higher 18.97 20.09
Women
Less than high school 8.63 7.18
High school 9.31 9.09
Some college 9.94 9.43
Bachelor’s or higher 13.11 15.74

Source: Authors’ Analysis, CPS.

2000 2003
$10.22 $9.79
13.10 14.04
15.68 15.07
22.39 23.50
8.33 8.31
10.53 10.88
11.15 11.96
18.57 18.61

Percent Change

the Wisconsin workforce with four-year college degrees grew
only from 22.8 to 24.4 percent over 1990-2003, while the
national college-educated share of the workforce grew from
24.5 to 28.5 percent, or better than twice as fast.

Median Wages Up Modestly, Inequality Up
Dramatically

Despite this bad news, real (inflation-adjusted) median
hourly wages in Wisconsin have risen throughout the past
decade, and posted an increase of another five percent
over 2000-03. After the long decline of the 1980s, this
brought Wisconsin hourly wages one percent above the
national wage median. By historical Wisconsin standards,
however, this is a very slow rate of growth, essentially
continuing the wage stagnation of
the past generation. Despite massive
productivity increases over the past
quarter century, Wisconsin median
hourly wages today are only 89 cents

1979-2003 above their 1979 level, when Wisconsin
enjoyed a five-percent advantage over
-31.8% the national median wage. Otherwise
-14.7 expressed, our annual hourly wage
-5.6 growth since 1979 has been just four
238 cents.
=3.® . . .
0 These very weak increases in median
20.4 hourly wages, moreover, mask very
42.0 different experiences across sex, race,

and education.
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White Wisconsin women have done the best over the last quarter
century. Black Wisconsin women are down slightly from their
wages of a generation ago. White Wisconsin men have seen
mostly increases since the mid-1990s, but their wages have
stagnated over the last few years and remain below median wage
values of 1979.Black Wisconsin men have seen a dramatic drop in
wages, with their median falling from more than $15 per hour in
the early 1980s to just over $11 in 2003 (in 2003 dollars).

Only the most educated Wisconsin workers have posted
significant gains.Wages of Wisconsin men with college degrees
increased by almost 24 percent from 1979-2003; college-
educated women did even better, posting a 40 percent wage
increase over the period. By contrast, the vast majority of
Wisconsin men, without four-year college degrees, saw dramatic
wage declines. And the gains of non-college-educated women
were just a fraction of the gains for four-year degree holders.
Inequalities have thus increased, across sexes and across races,
along educational lines.

Poverty-Wage Work a Serious Issue

Thousands of Wisconsin residents still do not earn even “poverty
wages” — defined here as wages insufficient to lift a full-time (40
hours a week), year-round (52 weeks a year) worker to the poverty
line for a family of four with two children.The share of Wisconsin
jobs paying such wages has fluctuated over the past generation.
In 1979, one in five jobs in Wisconsin paid poverty wages. By 1989,
one in three did. As of 2003 we were back to the one-in-five 1979
share, with poverty-wage jobs accounting for 18.2 percent of all
Wisconsin employment — or close to 600,000 Wisconsin jobs.

As the total number and share of poverty-wage jobs have varied,
so has their distribution across major demographic groups.

e White women, while still far more likely than white men
to occupy poverty-wage jobs, have seen significant
improvement in their position.In 1979, 35 percent of white

(Share of Wisconsin Workers Earning

Poverty Wages, 1979-2003
(wages less than $8.97 per hour in 2003)

409

~

35

Percent

White Women

White Men
W 1979

Black Women Black Men

W 2003

Gource: Authors’ Analysis, CPS.
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The Persistence of Low Quarterly Earnings
Over Time in Wisconsin

Where did
they end up in 2000?

In 1995, percent of workers
who had quarterly earnings...

Moved above poverty earnings
48.9%

\ Still below poverty earnings

51.1%

...Below the
poverty line:

32.8%

Still above poverty earnings

1 92.8%
\ Moved below poverty earnings

7.2%

...Above the
poverty line:
67.2%

Source: Authors’ Analysis, Wisconsin Unemployment
Insurance Records, 1995 and 2000.

women occupied poverty-wage jobs; in 2003, the share fell to just 21 percent.

e Ascompared to a quarter century ago, however, no other major group has improved, and some are doing significantly
worse. Among black men, the share in poverty-wage jobs nearly tripled over 1979-2003, rising from 11.9 to 29 percent.
Among black women, the present share of 25.4 percent is effectively identical to what it was in 1979, but down from its high
of more than 50 percent in the early 1990s. Among white men, the share is up significantly from a lower base, rising from ten

to 12 percent since 1979.Over the past few years, both white and black men have seen increases, while women have seen

declines.

e Again, differences in educational attainment tell much the same story, with greater impact over time. Nearly half of

Wisconsin high school dropouts in the labor force earn poverty wages, compared with slightly over one quarter in 1979.

m THE STATE OF WORKING WisconsIiN 2004



Black/White Inequalities Among Worst in Nation

The black wage trends and the high share of black workers in poverty-wage jobs
provide background for perhaps the most sobering story in this report: the shocking
level of black/white inequality in Wisconsin.This is evident on a variety of measures.

Poverty

e In 2000, black children in Wisconsin were six times more likely than white
children to live in poverty — the highest black/white child poverty gap of all
states (exceeded only by Washington, D.C.).

e While Wisconsin’s family poverty rate was well below the national rate, the
poverty rate for black families as a whole was 39 percent — the fourth highest
in the country.The gap between white and black family poverty rates is the
largest in the nation.

e In Milwaukee, nearly one-third of the city’s black residents lived in poverty in
2000 — a rate seven times higher than for white residents of the same area.This
racial disparity in poverty rates is double the national average, and larger than
any other metropolitan area in the country.

Unemployment

e The unemployment rate for blacks in Wisconsin in 2002 was 19 percent, four
times higher than for whites, and far above the regional and national rates.
Wisconsin’s unemployment disparity is the worst in the nation.

Education

e  Wisconsin’s graduation rate for black students starting high school in 1996
was only 41 percent — placing Wisconsin at the very bottom of all 31 states
for which there were data. Wisconsin's white students graduated at more than
twice this rate.

e  Wisconsin produced the widest gap in scores between white and black eighth-
graders on the national science test the last time it was administered (1996),
and the largest gap in scores on eighth-grade math and reading tests of any
state in the nation in 2003.

Incarceration

e By 2001, despite our relatively small black population, the rate of black
imprisonment in Wisconsin (4,058 inmates per 100,000 residents) was 11.6
times the white rate — the fifth biggest difference in the nation.We achieve this
by incarcerating a larger share of our black population than any other state.

Sources and Definitions

Current Population Survey (CPS),
Bureau of the Census:The CPSis a
survey of roughly 50,000 households
nationwide, conducted every month,
that provides information on wages,
hours, industry, and occupation for
individuals, who in turn are classified
by such demographic variables as age,
sex, race, and education. Median wage
and poverty wage trends are based
on COWS'analysis of data drawn from
the CPS. For consistency with national
reports, we use the definitions and
sample selection used by the Economic
Policy Institute (EPI). EPI has shared
their working versions of the CPS files
with us for our analysis.

The State of Working America,
2004-05:This report, by economists
Lawrence Mishel, Jared Bernstein,
and Sylvia Allegretto, provides a
comprehensive examination of the
changing living standards of working
Americans.The book presents new data
on family incomes, taxes, wages, jobs,
unemployment, wealth, and poverty,
as well as state-by-state, regional,
and international comparisons of key
indicators.

Wisconsin Unemployment Insurance
Records, 1995-2000: COWS analyzed
a five-percent sample of wage records
drawn from the Unemployment
Insurance data files maintained by

the State of Wisconsin, Department of
Workforce Development.

Defining Poverty:In the 1960s, the
“poverty line” entered the national
pantheon of statistics. The definition
was imperfect when it was developed,
and the problems with it have grown
over time. However, it remains the
most common benchmark on material
deprivation, the key indicator of life in
poverty. For a family of four in 2003, the
poverty line was just $18,660.
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Moving Wisconsin to the High Road

So how is working Wisconsin doing? Not very well, and certainly not well enough to sustain our
distinctive quality of life and democratic culture. Family incomes and wages are not growing fast
enough.We are losing many of our better jobs and gaining something worse. Most working families

are on a treadmill of working longer and longer hours just to stay even. Prosperity is much less widely
shared than in the past.Thousands are trapped in poverty-wage jobs. And we're confronting a genuine
crisis in racial inequality in the state.While not pursued in this report, it does not help, of course, that the
state is also in a prolonged fiscal crisis, with a tax system no longer able to support the public services
we have come to expect.

We can do better.In general terms, as the Doyle administration’s Grow Wisconsin plan has emphasized,
we need to get Wisconsin off the path of “low-road” competition and onto the “high-road” alternative.
That means competing on high skills rather than low wages, and product innovation and distinctiveness
rather than low commodity price. It also means building on and raising our shared quality of life — good
public services and infrastructure, a sound educational system, a beautiful physical environment, a broad
middle class — rather than neglecting this “commons.”

Making this high-road transition in Wisconsin will require action on many fronts. Here are some,
highlighted by the findings of this report.

Smart Investments in Manufacturing: Wisconsin needs a manufacturing strategy, centered on
supporting high-road firms that are willing to stay and grow here in high-value-added product markets.
The most feasible strategy would be upgrading the supply chains that account for most manufacturing
employment in the state. Since these chains cross states in the Upper Midwest, we should be looking
for opportunities to implement regional manufacturing strategies, but we can also model intensive
intervention with suppliers here.

Targeted Investment in Training Incumbent Workers: As this report shows, the link between
educational attainment and a decent standard of living in Wisconsin is stronger than ever. High-roading
business also has a clear stake in a well-educated workforce. But training alone only creates jobs for

the trainers. It needs to be connected to employer demand. So as we encourage employers to take the
high road, we should be building systems to get clear information from employers on what additional
training supports they need to get there.We have models for doing this — like the Wisconsin Regional
Training Partnership in Southeastern Wisconsin and the Jobs With a Future Partnerships in South Central
Wisconsin.They should be expanded and replicated throughout the state.

Raising the Minimum Wage: Still stuck at $5.15 an hour, the minimum wage is well below its historic
level (in today’s dollars, it was better than $8 an hour a generation ago), and not nearly enough to

keep families out of poverty.The Governor’s Minimum Wage Advisory Council got virtual unanimity on
raising our state minimum wage to $6.50.This would be a simple step to take to lift some of Wisconsin's
working poor out of poverty.

Rebuild Milwaukee: Perhaps the most sobering story from this report is the vast inequality between
black and white residents of the state, in every area from educational attainment to unemployment, and
poverty to incarceration. Milwaukee, the home of most of Wisconsin’s black population, is the natural
site for a major jobs, training, and “books not jails” state effort. While we're at it, we should explore the
example now being set by other states, and get more serious about drug treatment as an alternative to
incarceration.

m THE STATE oF WORKING WisconsIiN 2004



CHAPTER 1

Economic Recovery and
Wisconsin’s Job Picture

isconsin is still struggling to recover from the 2001 economic recession,

which ran from March to November of that year. In the nearly three

years since its end, job growth nationally has been essentially flat,and
what new jobs are being created are generally worse than those that have been
lost. Manufacturing has been especially hard hit,and has not recovered employ-
ment in what has been widely labeled a“jobless recovery.”

How has this national experience translated for workers in Wisconsin? What are
the trends in wages and income here? How equally have we distributed the fruits
of growth and the pains of the slow recovery? In the longer term, have things
improved for our poorest workers? Are we doing better or worse than the national
average, and better or worse than our own recent past?

The State of Working Wisconsin 2004 answers these questions with the best and
most recent data available. Drawing on a wide variety of information on family
incomes, taxes, wages, unemployment, and poverty, this report examines the
impact of today’s economy on Wisconsin workers and families. We also draw on
the comprehensive national picture provided by The State of Working America
2004-05, by Larry Mishel, Jared Bernstein, and Sylvia Allegretto of the Economic
Policy Institute in Washington, D.C.

This is our fifth edition of The State of Working Wisconsin (issued previously in
1996, 1998, 2000, and 2002). In our first reports, we showed that many of the most
distressing national trends in workers’ economic well-being were also evident in
Wisconsin. Indeed, we found that in many ways Wisconsin workers were doing
worse than workers nationally. This edition of The State of Working Wisconsin

— which relies on data through 2003 in most cases — offers some good long-
term news for working families in the state: real median wages continue to move
upward, if slowly,and in spite of our sluggish job growth. But the strong family
income growth posted by the state in the late 1990s has come to an abrupt end,
and family income is actually down since 2000. 1t is clear that the 2001 recession
continues to cast a long shadow over the state’s economy and that key challenges
remain, especially in terms of income, job quality, and economic inequality.

In this first chapter, we investigate the effects of the 2001 recession in Wisconsin,
looking in particular at the shifting profile of Wisconsin’s economic health in terms
of jobs, unemployment, and our critical and suffering manufacturing sector.



Adjusting for
Inflation

Throughout this report, wages are
adjusted for inflation and expressed
in 2003 dollars. Such inflation
adjustment is crucial to making
serious comparisons over time, since
the real purchasing power of a given
dollar declines through inflation.
One dollar in 1979, for example,
would buy as much as $2.57 in 2003.
So a worker making $10,000 in 1979
should not be thought of as less well
off than a worker making $25,700

in 2003, but rather the same. And

a worker making $10,000 in 2003

is actually making less than half as
much, in real terms, as someone
making that in 1979.

In succeeding chapters, we examine long-term trends in economic health, wages,
and jobs in greater detail. Chapter 2 offers an overview of population and labor-
force demographics,and documents long-term trends in the well-being of working
families in the state as measured by family income, poverty, and tax burdens.
Chapter 3 provides detailed information on trends in wages, and Chapter 4 focuses
on the problem of poverty-wage jobs.We close with some suggestions for policies
that could help improve the lives of working families in Wisconsin (Chapter 5).

A Hard Recession and Anemic Recovery

The 2001 recession hit hard throughout the Midwest: Wisconsin and our
neighboring states suffered significant job declines during the recession.Job market
recovery has been slow and weak, especially when compared with past recessions.

Figure 1.1, which compares the 1990 and 2001 recessions, highlights the unique
and difficult profile of the 2001 recession. For both the 1990 and 2001 recessions,
employment at each month after the start of the recession is expressed as a
percentage of the employment at the start.The 2001 recession stands out. During
the first ten months of the 1990 recession, the state lost 0.1 percent of its jobs; in the
first ten months of the 2001 recession, Wisconsin lost 1.8 percent of the jobs base.In
the 1990 recession, after those ten stagnant months, total employment grew briskly,
up almost five percent in two years. In the 2001 recession, after ten months of job
losses, Wisconsin entered a 24-month period of employment stagnation. A full 31
months after the recession officially ended in November 2001, Wisconsin's total job
count remained just below the benchmark of March 2001.
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Wisconsin Employment in Two Recessions, Relative to Start
106%1
]
>
3
= 104
c
V]
£
>
S 102 -
Q
£
w
£ 100 ]
wd
& -
g “«_ 2001 Recession - o=’
98 - Sptammmy s ..”n's‘--' "*-"
5 10 15 20 25 30 35 40

Months After Start of Recession

Source: U.S. Bureau of Labor Statistics.

n THE StaTE OF WORKING Wisconsin 2004



Table 1.1
Employment and Employment Growth, Wisconsin and Peer States, 1979-2003

(in thousands)

Annual Average
Percentage Change
1979 1989 1995 2000 2001 2003 1979-89 1989-2000 2000-03

Wisconsin 1,960 2,236 2,559 2,834 2,814 2,779 1.3% 2.2% -0.6%
Illinois 4,880 5,214 5,593 6,045 5,995 5,818 0.7 1.4 -1.3
Indiana 2,236 2,479 2,787 3,000 2,933 2,897 1.0 1.7 -1.2
Towa 1,132 1,200 1,358 1,478 1,466 1,440 0.6 1.9 -0.9
Michigan 3,637 3,922 4,274 4,674 4,556 4,412 0.8 1.6 -1.9
Minnesota 1,767 2,087 2,379 2,676 2,680 2,651 1.7 2.3 -0.3

Source: Economic Policy Institute.

Table 1.1 puts these job trends in a regional context. In the 1990s, jobs grew rapidly
in the Midwest, especially Wisconsin and Minnesota. In the region, only Minnesota
exceeded Wisconsin's rate of job growth in the 1990s. From 1989 to 2000 Wisconsin
added nearly 600,000 new jobs, for a cumulative growth in total employment of
nearly 27 percent over the decade. Over 2000-03, Wisconsin lost jobs, as did our
neighbors. Minnesota posted the lowest loss and Wisconsin the second lowest of all
states in the region. In the first three years of the new millennium, Wisconsin’s total
employment fell by 55,000 jobs, or 0.6 percent.

Just four years ago, we heard a steady stream of pronouncements that the “new
economy”had put an end to the business cycle.The statistics we have shown here
give the lie to such facile thinking. In fact, the “new economy” produced a deeper
and longer lasting job market problem than the old economy.
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Definitions:
Unemployment,
Underemployment,
and Unemployment
Insurance

Unemployment Rates count the
share of the labor force that is not
currently working but is actively
seeking employment. More precisely,
the unemployed must meet all of
the following criteria: they had no
employment during a given week;
they were available for work at that
time; and they made specific efforts
to find employment sometime
during the four-week period ending
with the week in question. Persons
laid off from a job and expecting
recall need not be looking for work
to be counted as unemployed. The
unemployment data derived from
the household survey in no way
depend upon eligibility for or receipt

of unemployment insurance benefits.

Underemployment Rates include
four groups: (1) the unemployed,

(2) discouraged workers (folks who
have given up looking for work in
the last year), (3) part-time workers
who would prefer full-time work,
and (4) those who face a substantial
barrier to work, such as lack of
transportation or child care (this last
group tends to be very small).

Unemployment Insurance (Ul)
provides income to displaced
workers as they seek new
employment. Ul “recipiency

rates” measure the share of the
unemployed who actually receive
benefits. Ul “exhaustion rates” express
the share of Ul recipients who are
still unemployed after their benefits
expire.

Unemployment and Underemployment
in the State

Wisconsin’s unemployment growth is a telling indicator of the recent economic
decline in the state. As Figure 1.2 shows, between 2000 and 2003 the state’s average
annual unemployment rate rose markedly, from 3.6 to 5.6 percent.Over the same
period, the national unemployment rate also grew, up from 4.0 to 6.0 percent.
Throughout the 1990s, Wisconsin’s unemployment rate sat well below the national
rate, but the 2001 recession closed that gap.

The growth in unemployment over 2000-03 has been distributed unevenly across
socio-demographic groups (see Table 1.2). Men have borne the brunt of increases
in unemployment. For example, while the unemployment rate in 2000 was almost
the same for Wisconsin men and women (3.6 percent for men and 3.5 percent for
women), by 2003 the rate for men — 6.4 percent — was 33 percent higher than
the rate for women (4.8 percent). This gender disparity also exists in the national
increase in unemployment, but it is much more pronounced in Wisconsin.

For African-American workers in the state, the unemployment rate has risen
dramatically, to 19.4 percent in 2003. This rate is four times the unemployment
rate for whites in the state (4.7 percent), giving Wisconsin the dubious distinction
of having the largest gap between white and black unemployment rates in the
country. The African-American unemployment rate here is also significantly higher
than the unemployment rate for African-Americans in the nation as a whole (10.8
percent).

KFigure 1.2 \
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The increase in unemployment also varies across educational groups (see Table
1.2). Wisconsinites without college education have been hit hard, and have suffered
more than comparable workers at the national level. Indeed, over 2000-03,
unemployment grew from nine to 14 percent for high school dropouts and from
3.6 to 6.4 percent for high school graduates. Unemployment went up for those with
more years of education as well: for those with some college, the rate rose from 2.7
to 4.3 percent, and for college graduates unemployment rose from 1.8 to 2.7 per-
cent.Clearly, unemployment remains concentrated among workers without college
experience, but all workers have seen unemployment increase over the past three
years.

Table 1.2
Unemployment Rates, Wisconsin and U.S., 2000-2003

Percentage
Point
2000 2003 Change
Wisconsin
All 3.6% 5.6% 2.1
Gender
Male 3.6 6.4 2.8
Female 3.5 4.8 1.3
Race/Ethnicity
White 2.9 4.7 1.8
African-American 9.8 19.4 9.6
Hispanic n.a. 8.8 n.a.
Education
Less than high school 9.0 14.0 5.0
High school 3.6 6.4 2.7
Some college 2.7 4.3 1.6
Bachelor’s degree or higher 1.8 2.7 0.9
United States
All 4.0 6.0 2.0
Gender
Male 3.9 6.3 2.4
Female 4.1 5.7 1.6
Race/Ethnicity
White 3.1 4.8 1.7
African-American 7.6 10.8 3.2
Hispanic 5.7 7.7 1.9
Education
Less than high school 9.4 12.1 2.7
High school 4.3 6.7 2.3
Some college 3.1 5.3 2.2
Bachelor’s degree or higher 1.8 3.2 1.4

Source: Economic Policy Institute.
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Wisconsin’s underemployment rate

Table 1.3 . . .
Underemployment Rates, Wisconsin and U.S., Is also up,reaching nearly one in
2000-2003 ten workers in Wisconsin, up from
Percentage 6.4 percent in 2000 (see Table 1.3).
Point As with unemployment, Wisconsin’s
2000 2003 Change underemployment has risen more
Wisconsin rapidly for men than women, and the
All 6.4% 9.5% 3.1 shift against men is more dramatic
Gender in Wisconsin than nationally. Men'’s
Male 6.5 10.1 3.6 and women’s underemployment in
Female 6.2 8.8 2.6 Wisconsin were roughly comparable
Race/ Ethnicity in 2000, with 6.5 percent of men and
White 5.4 8.2 2.8 6.2 percent of women underemployed.
African-American 16.2  26.4  10.2 By 2003, men’s underemployment rate
Hispanic na. 15.1 n.a. had grown to 10.1 percent. Women's
Education underemployment also grew, but less
Less than high school 15.0 20.4 5.4 rapidly, rising to 8.8 percent.
High school 6.9 11.4 4.5
Some college 4.8 7.5 2.6 As with unemployment, the
Bachelor’s degree or higher 3.2 4.6 1.4 underemployment rate for African
United States Americans has risen significantly, to a
disturbingly high 26.4 percent in 2003.
All 7.0 1041 31 This rate is much higher than that
Gender for whites in Wisconsin (8.2 percent).
Male 6.7 10.3 3.6 Moreover, the African-American
Female 7.4 10.0 2.6 .
underemployment rate here is more
Race/Fthnicity than ten percentage points higher than
xvf:lz:n-American 1;:2 12:; i:; in the nation as a whole. In contrast, the
Hispanic 10.3 143 4.0 underemployment rate of 15.1 percent
Education for Wisconsin’s Hispanic workers is only
Less than high school 15.7 20.1 4.4 slightly higher than the national rate of
High school 7.9 115 3.6 14.3 percent.
Some college 5.5 8.9 3.4
Bachelor’s degree or higher 3.1 5.3 2.2 Underemployment has increased

at all educational levels as well.In
2003, fully one-fifth of the state’s high
school dropouts were underemployed,
compared to 11.4 percent of high school graduates, 7.5 percent of those with some
college, and 4.6 percent of those with four-year college degrees.

Source: Economic Policy Institute.

The negative personal and economic effects of unemployment can be mitigated
by strong unemployment insurance (Ul) programs. Such programs help support
workers during economic transitions and allow them to look for work that fits their
skills, rather than simply taking the first job they can find. Wisconsin has a stronger
Ul system than many states, but the weak job market has put considerable stress on
the system.
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In 2000 and 2002, just over half of the unemployed in Wisconsin received Ul
payments (see Table 1.4).The strong coverage of the Wisconsin system is clear

in comparison to the national coverage rates, which were around 13 percentage
points lower. Even so, nearly one out of two unemployed workers in Wisconsin
cannot count on Ul when they cannot find a job due to circumstances — such as a
recession and jobless recovery — fully out of their control.

The Ul exhaustion rate measures the share of Ul recipients who do not find a

job before their benefits expire. Over 2000-02, the share of workers in the state
exhausting their Ul benefits grew by more than one-third, from 17.9 to 24.5 percent.
This increase is especially dramatic given that Ul was “extended”in 2002. A Ul
extension increases the number of weeks that unemployed workers can draw Ul
benefits. So in 2002, even given extra months to find work, more workers were
unable to find jobs by the time their benefits ran out.This dramatic increase in Ul
exhaustion rates suggests that displaced workers are facing real difficulties finding
employment, with fully one-fourth of Wisconsin workers running out of Ul benefits
before they find a job.

Table 1.4
Unemployment Insurance Recipiency and Exhaustion,
Wisconsin and U.S., 2000-2002

2000 2002
Wisconsin
Recipiency rate 50.3% 54.8%
Exhaustion rate 17.9 24.5
United States
Recipiency rate 36.2 42.0
Exhaustion rate 31.5 42.4

Source: Economic Policy Institute.
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Manufacturing Job Loss

Perhaps the most dramatic and negative impact of the 2001 recession has been
the decimation of Wisconsin’s manufacturing sector. Figure 1.3 makes the post-
recession decline of manufacturing clear. From March 2001 to January 2004,
Wisconsin lost 75,000 manufacturing jobs — a decline of 14 percent in our
manufacturing base. By January 2004, the manufacturing decline finally turned the
corner. In fact, manufacturing jobs have increased in 2004, with the manufacturing
sector adding 14,300 jobs from January to June.But even with these additions, the
sector remained more than ten percent smaller than it was in March 2001 when the
recession began. In contrast, non-manufacturing sectors only lost jobs for the nine
months the recession lasted, and posted 2.2 percent growth in total employment
during the same 38-month period in which manufacturing declined.

Manufacturing job loss is of central concern in Wisconsin. Our manufacturing sector
remains a critical part of our economy and the source of some of our best paying
jobs, especially for workers without four-year college degrees. Table 1.5 makes this
clear.While the Wisconsin economy is dominated by services of different kinds, we
still maintain a very large manufacturing sector. And workers in the manufacturing
sector have the highest average weekly wage, earning $781 per week, or about
$40,600 per year. Manufacturing wages are well above the state average of $623
per week. Other high-wage sectors include financial activities (5776 per week),
construction ($763), information ($735), and professional and business services
(§702).0n average, trade, transportation and utilities jobs pay substantially less than
these sectors, $547 a week (about $28,400 a year). And at $227 per week, leisure and
hospitality offers the lowest average weekly wage of the state’s industries.

Ggure 1.3 \
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Table 1.5
Wisconsin Employment and Average Weekly Wages,
by Industry, 2002

(workers covered by Unemployment Insurance)

Employment  Weekly Wage

Industry (in 000s) (in 2002 dollars)
Natural Resources 20 $490
Construction 126 763
Manufacturing 527 781
Trade, Transportation, and Utilities 554 547
Financial Activities 151 776
Information 32 735
Education and Health 531 649
Leisure and Hospitality 249 227
Professional and Business Services 240 702
Public Administration 143 649
Other Services 82 375
Unknown Industry Division 5 515
All Workers 2,690 $623

Source: Wisconsin Department of Workforce Development.
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Job Quality in Decline

The decline of the manufacturing sector is closely related to declining job quality in
the state. A more detailed analysis of shrinking and growing industries shows that
Wisconsin’s growing industries pay less and offer less health care than our shrinking
industries.

Recent analyses by the Economic Policy Institute, using data from November 2001
to November 2003, found that Wisconsin’s growing industries provided average
earnings of $31,343 per year.Wisconsin’s industries that continue to lose jobs offer
substantially higher average earnings of $38,553.That'’s an average of $7,209 less
in income per year, or nearly 20 percent less income, in our state’s more dynamic
industries.Table 1.6 shows that the problem is significant throughout the Midwest.
In fact, this shift has been widespread throughout the country; 48 of the 50 states
are facing erosion in job quality of this sort.

Table 1.6
Wage Differentials in “Job Gaining” vs. “Job Losing” Industries
from November 2001 to November 2003, Wisconsin and Peer

States
(in 2002 dollars)

Average Salary Average Salary

in Industries in Industries Dollar Percent
State Gaining Jobs Losing Jobs Difference Difference
Wisconsin $31,343 $38,553 $-7,209 -19%
Illinois 30,879 46,553 -15,655 -34
Indiana 28,008 38,381 -10,373 -27
Iowa 29,073 35,931 -6,858 -19
Michigan 36,477 49,397 -12,921 -26
Minnesota 29,780 42,135 -12,356 -29

Source: Economic Policy Institute.

However, while the overall picture of declining job quality is clear, there is some
good news as well. As Table 1.7 shows, Wisconsin added nearly 10,000 jobs in the
wholesale trade and financial sectors, which both offer average annual pay over
$40,000. Strength in these sectors will help secure a stronger jobs base in the future.
On the other hand, over the same period, Wisconsin added nearly 10,000 jobs in
leisure and hospitality and other services, the two sectors with the lowest average
annual earnings of all sectors in the state.

In a separate report, the Economic Policy Institute also documented a shift in health
insurance coverage in growing versus shrinking industries. Table 1.8 shows that just
under half (49.6 percent) of the jobs in our state’s growing industries come with
health insurance coverage. In contrast, in our shrinking industries nearly three in
four jobs (73.7 percent) offer health insurance coverage.

While this erosion in health insurance coverage is clearly a national problem, Table
1.8 indicates that Wisconsin’s decline is extreme. No state in the Midwest — indeed,
no state in the nation — posts as significant a gap in health insurance coverage
between expanding and contracting industries as does Wisconsin. This is due, in
part, to Wisconsin employers’historically strong commitment to providing health
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Table 1.7

Wisconsin Job Gains and Losses and Average Pay, by Industry,

November 2001 to November 2003

Average
Employment (in 000s) Change Annual Pay

Industry Nov. 2001 Nov. 2003 (in 000s) (in 2002 dollars)
Agriculture and Natural Resources 4.0 4.5 0.5 $25,452
Wholesale Trade 114.8 117.5 2.7 43,336
Financial Activities 151.7 158.5 6.8 40,464
Professional and Business Services 235.7 243.7 8.0 36,394
Educational and Health Services 355.2 372.5 17.3 33,088
Leisure and Hospitality 227.6 232.4 4.8 11,451
Other Services 131.3 136.3 5.0 19,438
Construction 129.0 119.3 -9.7 39,679
Durable Manufacturing 333.3 306.9 -26.4 41,006
Non-Durable Manufacturing 208.2 201.4 -6.8 39,975
Retail Trade 333.6 328.6 -5.0 20,147
Transportation and Utilities 108.8 105.2 -3.6 35,509
Information 52.8 50.1 -2.7 38,930
Government 426.6 422.9 -3.7 34,569

Source: Economic Policy Institute.

insurance. In fact, Wisconsin’s health insurance coverage rate in its contracting
industries is the highest in the nation. Part of the reason Wisconsin shows such a

large gap is that we have so far to fall.

The low health care provision rates in our dynamic industries are cause for concern.

Wisconsin’s growing industries offer health insurance coverage rates below the
national average (54.8 percent), and below rates for other states in the region.This
may imply that the historic commitment of Wisconsin employers to providing

health insurance has been weakened since the recession.

The bottom line is that manufacturing job decline is at

the center of the declining job quality we find in the state.
Manufacturing is a high-wage industry which is also very
likely to provide workers with health insurance. As we shift
away from manufacturing, we shift away from higher wages
and better health insurance provision.While the trend from
manufacturing to service jobs has been a long-term process,
the pace of the shift has been especially rapid since the
recession.

Soon Wisconsin’s economy may be generating enough

new jobs to make up for the job-loss legacy of the recent
recession.This analysis shows, however, that even if the job
quantity problem is solved, we'll still be facing a substantial
problem in terms of the quality of the jobs we're generating.

Table 1.8

Average Health Insurance Coverage in Growing
and Contracting Industries, U.S., Wisconsin, and
Peer States, Start of Recession (March 2001)
through March 2004

Percentage
Growing Contracting Point
Industries Industries Difference
United States 54.8% 67.9% -13.1%
Wisconsin 49.6 73.7 -24.1
Illinois 52.0 68.8 -16.8
Indiana 51.7 69.4 -17.7
Iowa 52.0 69.6 -17.6
Michigan 53.3 66.9 -13.6
Minnesota 50.3 66.3 -15.9

Source: Economic Policy Institute.
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CHAPTER 2

Wisconsin Workforce,
Income, Poverty, and Taxes

he last three years have been marred by recession and a weak recovery. But

the state of working Wisconsin cannot only be described in terms of cyclical

fluctuations in the number of jobs. In this chapter, we step back and look at
long-term trends in Wisconsin'’s workforce, income, and poverty rates.

In spite of the difficulties of the last few years,a number of Wisconsin’s economic
fundamentals remain quite strong. In fact, growth of Wisconsin per capita income
exceeded the national pace, even over 2000-03. Our labor force continues to grow
and make gains in educational attainment. And our labor force participation rates,
especially among women, remain among the highest in the nation.

But there are warning signs on the horizon.While Wisconsin has made gains in
educational attainment, our advance was far outstripped by national progress,
especially in numbers of Americans graduating with four-year college degrees.
While our median family income still substantially exceeds the national median
(the result of our high work effort), its level actually fell in 2001 and 2002. And
while poverty rates in the state remain below national levels, reflecting Wisconsin’s
strong history of income equality, six percent of Wisconsin’s working families do
not earn enough to exceed the poverty line.

These challenges do not affect all Wisconsin residents equally, of course.
Educational disparities heighten other inequalities of class, which themselves are
further exacerbated by industry shifts and declining unionization in the state. Our
very high rate of female labor-force participation underscores the importance of
the“gender gap”in wages in Wisconsin.These and other inequalities are explored
in Chapter 3.But of particular note, and worthy of highlighting here as a truly
distinctive feature of Wisconsin, are racial inequalities in the state.On a variety

of measures of basic well-being, Wisconsin has become the most racially divided
state in the nation.We provide some evidence on this below.

We close the chapter with a look at the distribution of the state’s tax burden, which
suggests that Wisconsin’s tax structure actually pushes toward inequality. Middle-
income residents of the state devote the greatest portion of their income to taxes,
carrying a much higher burden than do the state’s richest residents.



Measuring
Economic Growth

For states, the most up-to-date growth
figures are provided by growth in

per capita personal income, which
correlates closely with the more
conventional measure of “product”

— or the value of goods and services
produced.

Wisconsin’s Economic Performance

Figure 2.1 displays per capita income for Wisconsin and the United States since
1969.What it shows is that our economy, and that of the nation, has grown by
almost 88 percent over the past 34 years; that Wisconsin remains a bit below the U.S.
average in per capita income; that we fell behind during the early 1980s recession;
and that in the late 1990s our per capita income grew faster, helping to close the
gap that the 1980s produced.Finally, Figure 2.1 makes clear that the last four years
of sluggish growth first increased and then reduced the national advantage.

It should not come as a surprise that the growth in the new century is much less
impressive than the growth of the late 1990s.What is interesting is that, while
Wisconsin’s growth slowed earlier than national growth over the 2001-03 period,
Wisconsin made progress, if slowly, even as national per capita income stagnated.
As a result, Wisconsin appears to have made headway relative to national per capita
income even in the difficult years of recession.

Ggure 2.1 \
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Wisconsin’s Population and Workforce

Wisconsin's population, currently just under 5.5 million, is growing steadily and
diversifying as it grows. As shown in Table 2.1, from 1990 to 2003 the state grew 11.9
percent,adding more than 580,000 people. Our population growth has been strong
by regional standards, lagging only behind Minnesota. However, national growth
has been much more rapid, led by states in the South and West, which are attracting
a larger share of immigrants than the Midwestern states.

Wisconsin's current workforce is just over three million.Table 2.2 shows that, while
our workforce remains overwhelmingly white in racial composition — 89 percent,
as against 70 percent nationally — Hispanic and Asian populations are growing
most rapidly. Over 1990-2003, the Hispanic share of the Wisconsin workforce grew
fivefold, up to 4.5 percent of the workforce.The Asian share, now 1.7 percent, more
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Table 2.1
Population and Population Growth, U.S., Wisconsin, and Peer
States, 1990-2003

Percentage
Growth,
1990 2003 1990-2003
United States 248,790,925 290,809,777 16.9%
Wisconsin 4,891,954 5,472,299 11.9
Illinois 11,430,602 12,653,544 10.7
Indiana 5,544,156 6,195,643 11.8
Iowa 2,776,831 2,944,062 6.0
Michigan 9,295,287 10,079,985 8.4
Minnesota 4,375,665 5,059,375 15.6

Source: U.S. Bureau of the Census.

than doubled over 1990-2003.The white share of the workforce fell from 94 to 89
percent over the same period, while the black share held virtually constant. Diversity
in our communities and workplaces is and will continue to be a critical issue in
Wisconsin, and one that is no longer simply a question of black and white.

Table 2.2 also shows that, while educational attainment in Wisconsin’s workforce
is up, national increases in education far outstrip Wisconsin’s progress. Start with
the lower end of the education spectrum.Over 1990-2003, the national share of
workers without high school degrees fell substantially, from 14.3 to 12.8 percent.
Over the same period, Wisconsin’s workforce barely improved in this measure
(falling from 10.5 to 10.4 percent). Wisconsin still excels in getting its workforce

Table 2.2
Labor Force Demographics, Wisconsin and U.S., 1990 and
2003
Wisconsin United States
1990 2003 1990 2003
Gender
Male 53.7% 52.3% 54.9% 53.4%
Female 46.3 47.7 45.1 46.6
Race/Ethnicity
White 93.6 88.8 77.3 70.4
Black 3.9 3.7 10.8 10.9
Hispanic 0.7 4.5 8.5 12.8
Asian/Pacific Islander 0.7 1.7 2.8 4.1
Education
Less than high school 10.5 10.4 14.3 12.8
High school 44.0 34.7 37.9 30.4
Some college 22.7 30.5 23.4 28.3
Bachelor’s or higher 22.8 24.4 24.5 28.5
Age
16-24 years 19.2 16.7 17.9 15.1
25-54 years 68.3 67.4 70.2 69.8
55 years and older 12.5 15.9 11.9 15.1

Source: Economic Policy Institute.
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through high school, but its strong advantage over other states in this arena is
falling.

Perhaps more distressing is the widening gap between Wisconsin and the national
workforce at the top of the education distribution. Wisconsin's disadvantage in
college graduates appears to be growing dramatically. Over 1990-2003, Wisconsin’s
college graduate workforce share grew from 22.8 to 24.4 percent.The national
progress in this category was twice as fast, with the share of college graduates
growing from 24.5 percent to 28.5 percent.

Labor Force Participation

Here in Wisconsin, we have traditionally taken pride in our “work ethic” — the
willingness and desire of our workers to go the extra distance for employers, to
take pride and satisfaction in doing a job right, and to do an honest day’s work for
an honest day’s pay. Labor force participation data for Wisconsin show that this
work ethic is alive and well. Wisconsin residents are substantially more likely to be
in the labor force than adults in other states. Growing from 68 to 73 percent over
1979-2003, Wisconsin's increase in labor force participation substantially outpaced
the national trend (up from 64 to 66 percent over the same period). Moreover, Table
2.3 shows that Wisconsin’s labor force participation advantage holds true for all age
groups and at all levels of educational attainment.

Table 2.3
Labor Force Participation Rates, Wisconsin and U.S., 2003

Wisconsin United States

All 72.9% 66.2%
Age

16-24 years 74.0 61.6

25-54 years 88.3 83.0

55 years and older 41.5 35.7
Education

Less than high school 49.4 44.4

High school 72.6 65.2

Some college 80.0 72.3

Bachelor’s degree or higher 80.7 78.4

Source: Economic Policy Institute.
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Figure 2.2 shows the evolution over time of labor force participation by sex and
makes clear that Wisconsin's women are the real force behind our participation
advantage.True, Wisconsin's men exceed their national cohort:in 2003, 78 percent
of Wisconsin men were in the labor force, as compared to 73.5 percent of men
nationally (a difference of 4.5 percentage points). But 68 percent of Wisconsin
women are in the labor force, compared to just 59.5 percent of women nationally.
This difference of 8.5 percentage points is nearly twice that of the men'’s Wisconsin/
national gap. And while men in the state reduced their labor force participation

by four percentage points from 1979 to 2003, women increased theirs by 13

percentage points over the same period.

@gure 2.2

Labor Force Participation by Sex, Wisconsin and U.S.,
1979-2003
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Understanding Median
Family Income Data

“Income”as used here simply means
all sources of money — principally
wages, but also salaries, rents, interest,
dividends, and cash entitlements

— available to an individual or group.
“Family” denotes a household of

two or more related persons living
together. So defined, about 80 percent
of Wisconsinites live in families. Median
family income for four-person families
is a key benchmark for the standard of
living of working families.

The “median”family is exactly at the
middle of the income distribution

— half of families have higher incomes
and half have lower. Using the median
(rather than the average) helps control
for those with very high incomes who
move averages up.

Median Family Income

Table 2.4 presents Wisconsin and U.S. median income (inflation-adjusted) data for
four-person families, for the period 1980-2002. It shows, first, the marked negative
effects of the 2001 recession on family incomes. Indeed, between 2000 and 2002 the
median income of four-person families in Wisconsin fell by 1.9 percent, from $71,274
to $68,523 per year.In the same period, national income suffered a slightly smaller
(1.7 percent) relative decline, from $66,471 to $64,169.

Second, the table shows that Wisconsin income recovered from a disappointing
performance in the 1980s to move ahead more rapidly in the 1990s, especially in
the last five years of that decade.We find the same pattern in the income of four-
person families throughout the Midwest; our peer states show similarly slow growth
in the 1980s and surges in the 1990s. lowa was hit hardest during the 1980s, while
Wisconsin, Michigan, lllinois, and Minnesota fared best but still exhibited slow rates
of growth.

By contrast, in the 1990s these same states posted high growth rates, significantly
higher than the national rate. While the national annual growth rate of family
income in the 1990s was 1.6 percent, Minnesota and Michigan surged forward at
rates of 2.5 and 2.1 percent respectively, closely followed by Indiana at two percent.
Wisconsin and lllinois grew at 1.9 percent per year,and even the worst performing
state in this group, lowa, grew at 1.8 percent — still higher than the national rate.
The growth of Wisconsin’s median income during the 1990s was clearly good news,
news that was shared by the rest of the region.

Third, the table shows that median income in Wisconsin in 2002 was better than 29
percent above its 1980 level, which implies an average annual growth rate of 1.2
percent for the whole 22-year period. National income grew nearly 25 percent over
the same period, at an average annual growth rate of 1.0 percent.This seemingly
good news is, however, tempered by two facts: first, family income has grown in the
long term largely because of increases in the number of hours worked; and second,
by historical standards, Wisconsin’s income growth has hardly been impressive.
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Indeed, it is worth remembering that annual income growth of greater than two
percent was the norm in the first 30 years of the postwar period.The American
presumption of growing prosperity across generations was established in that
period and by such trends.The economy has not consistently produced such
substantial gains in recent decades.

Lastly, Table 2.4 shows that median family income in Wisconsin currently exceeds
the national median income by 6.8 percent. But remember that “family income”
includes all wages earned in a family unit. Given that the state’s labor force
participation so substantially exceeds the national rate (by 6.7 percentage points, as
shown in Table 2.3), and that people in Wisconsin work more hours per year than the
average American, we'd expect Wisconsin median family income to be substantially
above national levels. Given this perspective, our income advantage appears much
more meagetr.

Table 2.4

Median Income for Four-Person Families, U.S., Wisconsin, and Peer States, 1980-2002
(in 2003 dollars)

Total Growth
1980 1985 1990 1995 2000 2001 2002 1980-2002

United States $51,449 $53,445 $56,570 $59,558 $66,471 $65,757 $64,169  24.7%

Wisconsin 52,967 52,189 58,933 60,686 71,274 68,005 68,523  29.4
Ilinois 55,403 56,049 60,349 64,496 72,761 69,113 70,753 27.7
Indiana 50,838 51,149 54,180 56,894 66,312 66,064 64,466 26.8
Towa 51,263 47,979 51,983 56,713 61,870 64,072 62,641 22.2
Michigan 53,584 55,289 59,428 63,475 73,427 71,014 69,553 29.8
Minnesota 53,694 56,052 58,726 65,202 75,363 75,481 74,037 37.9

Average Annual Growth Rate
1980-2002 1980-1990 1990-2000 1995-2000  2000-02

United States 1.0% 1.0% 1.6% 2.2% -1.7%
Wisconsin 1.2 1.1 1.9 3.3 -1.9
Illinois 1.1 0.9 1.9 2.4 -1.4
Indiana 1.1 0.6 2.0 3.1 -1.4
Iowa 0.9 0.1 1.8 1.8 0.6
Michigan 1.2 1.0 2.1 3.0 -2.7
Minnesota 1.5 0.9 2.5 2.9 -0.9

Source: Economic Policy Institute.
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Defining and
Measuring Poverty

The definition of poverty is provided
by the federal “poverty line,” which had
its origins in a back-of-the-envelope
calculation made by a Social Security
Administration (SSA) economist in the
early 1960s. In the mid-1950s, the U.S.
Department of Agriculture determined
that the average American family spent
about one-third of its income on food.
The SSA economist calculated the cost
of a minimum diet she considered “fit
only for temporary or emergency use,”
multiplied it by three, and suggested
that any individual or family (adjusting
for more members) with income below
that level should be considered “poor.”
In the late 1960s, the SSA began to
publish poverty statistics based on

this poverty line, adjusted for inflation.
Ever since, families have been defined
as poor if their cash income before
taxes does not exceed this subsistence
threshold.

This conventional definition of poverty
has significant shortcomings. First, as

a national definition, it is insensitive to
regional differences in the cost of living.
Second, the portion of family income
absorbed by food expenditures has
fallen to about one-fifth, as the relative
costs of necessities such as housing and
health care have risen; if the logic of
the old calculation were followed, the
line should be considerably higher than
it is.Third,a minimum diet “fit only for
temporary or emergency use” hardly
reflects the way people actually eat,and
is by definition inadequate for long-
term sustenance.

But for all its flaws, the poverty line is
still useful to generate some valuable
information on the status of very low-
income families. Moreover, since the
federal government has calculated this
measure for 40 years, it can be used to
examine the status of those families
over time.

Poverty in Wisconsin

We now turn our attention to the state’s poor. We begin with the very poor

— families whose income puts them below the federal poverty line (see definition
on left). Compared to the rest of the nation, Wisconsin has historically posted low
poverty rates, as Figure 2.3 makes clear.This remains the case today. According

to data from the U.S.Bureau of the Census, the state poverty rate in 2002 was 8.6
percent, significantly below the national average of 12.1 percent. Yet this figure still
means that about 470,000 Wisconsinites live in poverty.Wisconsin’s poverty rate
figure has hovered consistently around nine percent for years, even in the late 1990s
when the economy boomed and median family incomes grew.
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Poverty varies substantially by age: children are much more likely to be poor than
adults. Figure 2.4 shows the poverty rate for children, for Wisconsin and the United
States, over 1980-2002. As with the total poverty rate, the child poverty rate in

the state has been significantly below the national rate in most of the period, six
percentage points lower on average. Still, 12.1 percent of children in Wisconsin lived
in poverty in 2002, a rate nearly one and a half times that of Wisconsin adults.

In spite of the fact that the federal poverty line is employed to calculate official
poverty rates, most researchers contend that the minimum amount a family needs
to avoid poverty is, at the very least, twice as much.Thus, it has become customary
to use twice the poverty line to compute a more realistic estimate of how many
people do not make enough money to sustain a minimally decent standard of
living. Figure 2.5 shows the evolution over time of the share of the population with
total income below twice the poverty line.We can see there that the proportion

of people living below this threshold in Wisconsin from 1980 to 2002 has mostly
been much lower than the U.S. average; moreover, this proportion shows a clearly
downward trend. Although these are encouraging facts, Figure 2.5 also shows that
almost one out of four Wisconsinites currently lives in a family making less than this
more realistic poverty threshold.
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Barely Getting By: Wisconsin’s Working Poor

Wisconsin policymakers have focused much of their attention on families that aren’t
working.They have focused less attention on the working poor, and that group

— those who “play by the rules,” but barely get by — has grown considerably in the
past 20 years.The good news, shown in Table 2.5, is that the state’s share of working
families that were poor in 2001 was below the national average.The bad news is
that six percent of all working families in the state do not make enough money to
rise above the poverty line. Moreover, fully 24 percent of working families do not
make enough to rise above twice the poverty line. (For a more detailed discussion
of poverty-wage jobs, see Chapter 4.)

Rising housing and health insurance costs have hit the working poor particularly
hard. Fully three-quarters of working families that were poor in 2001 spent more
than one-third of their income on housing in that year,and more than one-fourth
had at least one parent without health insurance. Given high housing prices,
working poor families face a difficult choice: either they overextend their budgets
in order to procure decent and safe housing, or they live in more affordable housing
that can be unsafe or insufficient for their needs. And, given high health insurance
costs, many working poor families are simply forced to take the risk of doing
without.

Finally, Table 2.5 makes clear that, while Wisconsin tends to have an advantage when
it comes to poverty, that advantage doesn’t extend to working minority families in
the state. In fact, Wisconsin ranks 38th in the nation in terms of the share of working
families with a minority parent that live in poverty.This negative outcome for the
state’s minorities provides further evidence that Wisconsin needs to ensure that
economic opportunity extends to its increasingly diverse population.

Table 2.5
Working Families, Poverty, Housing Costs, and
Health Insurance, Wisconsin and U.S.

Wisconsin
Wisconsin Rank U.S.
Percent of Working Families ...

in Poverty (2001) 6.1% 16 7.5%
with Income Below

200% of Poverty (2001) 24.1 17 27.6
with a Minority

Parent in Poverty (2001) 15.6 38 12.6

in Poverty Spending

Over 1/3 of Income on

Housing (2001) 74.1 26 75.3
in Poverty With at Least One

Parent Without Health

Insurance (2000-2001) 26.9 9 48.1

Sources: Census 2001 Supplementary Survey; Annual Economic and
Demographic Supplement to the CPS, 1999-2001.
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Black/White Inequalities in Wisconsin

Black/white race inequalities in Wisconsin extend beyond wages.Indeed, on a variety of
measures, we have among the highest race inequalities in the nation.The vitality of our
economy, the prosperity of our state, and the health and well-being of all our communities
are seriously circumscribed by the black/white disparities that plague Wisconsin.

Child Poverty

In 2000, black children in the state were six times more likely than white children to live in
poverty. This disparity is greater than in any other state, and is exceeded only by the black/
white child poverty gap of Washington, D.C.

Milwaukee Poverty

In 2000, nearly one-third of blacks in metropolitan Milwaukee lived in poverty — a rate
seven times greater than for whites in the same area. Metro Milwaukee's racial disparity in
poverty rates is twice the national average and larger than in any other metropolitan area
in the country.

Overall Poverty

The 2000 poverty rate for whites in Wisconsin — eight percent — was below the national
white poverty rate of 11 percent.But at 39 percent, Wisconsin’s black poverty rate was the
fourth highest in the country and far in excess of the already extremely high national black
poverty rate of 30 percent. Moreover, the 31 percent gap between the poverty rates for
whites and blacks in Wisconsin was the largest gap in the country.

Unemployment

In 2002, the unemployment rate for blacks in the state was 19 percent.This is significantly
larger than the regional (11.7 percent) and national (10.3 percent) rates for blacks. More
important, it is four times the unemployment rate for whites in Wisconsin — the largest
unemployment disparity in the country.

High School Graduation

Just 41 percent of black students who started high school in 1996 picked up their
diplomas in 2000 — the worst graduation rate among the 31 states for which there were
data.Wisconsin’s white graduation rate was more than twice the black rate — the biggest
disparity among the states.

National Education Tests

Wisconsin registered the widest gap in scores between white and black eighth-graders
on a national science test in 1996 (the last time it was administered).

Wisconsin also registered the highest black/white disparity on eighth-grade math and
reading tests of any state in the nation in 2003. Further, we ranked worst in the nation
in terms of the percentage of black eighth-graders from Wisconsin who scored “below
basic” — the lowest category — in both reading and math.

Incarceration

In 2001, Wisconsin had proportionately more black people in jail or prison — 4,058
inmates per 100,000 residents — than any other state. That rate of imprisonment was
11.6 times the white rate — the nation’s fifth-biggest gap.

Sources

Child Poverty: 2000 Census.

Milwaukee Poverty: Marc V. Levine,
“After the Boom: Joblessness in
Milwaukee Since 2000” (5 April 2004),
available at University of Wisconsin-
Milwaukee Center for Economic
Development, www.ced.uwm.edu.

Overall Poverty: Henry J. Kaiser Family
Foundation,“State Health Facts Online,”
available at www.statehealthfacts.kff.org.

Unemployment: data supplied
by Economic Policy Institute,
www.epinet.org.

High School Graduation: Gregory
Standford,“Many Other Black-White
Gaps Demand Area’s Attention,”
Milwaukee Journal Sentinel, 25 January
2003.

National Education Tests: Alan J.
Borsuk,“State Leads Nation In Test Gap
For White, Black 8th-Graders,” Milwaukee
Journal Sentinel, 14 November 2003.

Incarceration: Gregory Standford,”Many
Other Black-White Gaps Demand Area’s
Attention,” Milwaukee Journal Sentinel, 25
January 2003.

Concentrated Poverty
in Milwaukee

The COWS report Moving Outward:

The Shifting Landscape of Poverty

in Milwaukee shows that black
Milwaukeeans have suffered
disproportionately from concentrated
poverty over the last 25 years.The report
can be found at www.cows.org/pdf/jobs/
conpoverty/rp-conpoverty04.pdf.
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State Taxes

We close this chapter with a look at the distribution of tax burdens in the state.
Unfortunately, recent analyses show that middle-class families in the state carry
the greatest share of the state’s tax load. As Figure 2.6 and Table 2.6 make clear, the
combined package of Wisconsin taxes — including property taxes, sales and excise
taxes, and income taxes — is regressive, requiring a greater share of income from
middle-class families and smaller shares as income goes up.

Looking at the two ends of the income distribution, for example, state and local

tax rates for those in the bottom fifth of that distribution (those making less than
$18,000 per year,and $11,300 on average) are about 10.2 percent; for those at its
very top (the richest one percent of the population, those making $263,000 or more,
and $776,900 on average), they are 8.1 percent. Including the federal deduction

for state and local taxes in this picture further exacerbates the problem. After the
federal deduction offset, the bottom fifth still pay a 10.2 percent rate, but the rate for
the top one percent drops to 5.9 percent.Hence, the poor face a tax burden that is
73 percent higher than that of the rich.

The disparity between the burden of those in the middle of the distribution (those
making between $30,000 and $48,000) and the richest is even more marked:the
tax rate for the middle class, counting the federal deduction offset, is about 11.3
percent, close to twice that of the very rich.

Taxes are a hot topic these days, but too little attention is paid to the distribution of
taxes in the state. Real tax reform should pay careful attention to who actually ends
up carrying the burden of taxes, and should ensure that our system becomes more
progressive, requiring a greater contribution from those who can most afford it.
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Table 2.6
Wisconsin State and Local Taxes by Income Group, 2002

Top 20%
Income Group Lowest Second Middle Fourth P —~
20% 20% 20% 20% Next 15% Next 4% Next 1%

Less than $18,000- $30,000- $48,000- $70,000- $121,000- $263,000
Income Range $18,000 30,000 48,000 70,000 121,000 263,000 or more

Average Income in Group $11,300 $23,600 $38,900 $58,000 $88,500 $167,000 $776,900

Sales & Excise Taxes 6.7% 5.5% 4.4% 3.7% 2.8% 1.8% 1.2%
General Sales-Individuals 2.9 2.6 2.3 2.0 1.6 1.1 0.7
Other Sales & Excise-Ind. 2.2 1.6 1.2 0.9 0.6 0.4 0.2
Sales & Excise on Business 1.6 1.3 1.0 0.8 0.6 0.4 0.3
Property Taxes 3.1 3.5 3.8 3.5 3.4 2.9 1.7
Property Taxes on Families 2.9 3.4 3.6 3.4 3.2 2.5 1.0
Other Property Taxes 0.1 0.1 0.1 0.1 0.2 0.5 0.7
Income Taxes 0.5 2.7 3.8 4.3 4.9 5.3 5.2
Personal Income Tax 0.5 2.7 3.7 4.2 4.9 5.2 5.0
Corporate Income Tax 0.0 0.0 0.0 0.0 0.0 0.1 0.2
Total Taxes 10.2 11.7 11.9 11.5 11.2 10.0 8.1
Total After Federal 10.2 11.6 11.3 10.6 9.5 8.1 5.9

Deduction Offset

Source: Institute on Taxation and Economic Policy.
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CHAPTER 3

Wages and Inequality

ore than in any other developed nation, how you fare in the American

economy depends on how you fare in the labor market — on the quality

of the job that you, as an individual, are able to get and maintain. In this
chapter, we look at trends in the quality of jobs in Wisconsin, focusing on what
most would consider the “bottom line” of job quality: what they pay.

Over the last ten years, real wages have grown gradually. The real median wage

— earned by the worker at the exact middle of the wage distribution — has
increased an average of 1.5 percent each year since 1996, and is now well above
the value of 1979.Even so, and despite dramatic improvements in workforce
education and productivity since that time, it is only in the last six years that wages
in Wisconsin have finally moved ahead of their 1979 values. For white men, for

all African Americans, and for men without college degrees, this good news is
substantially muted.

Trends in Wisconsin Wages

Figure 3.1 and Table 3.1 display median hourly wage trends for Wisconsin and
the United States from 1979 to 2003.In 1979, Wisconsin's median worker earned
a wage well above the national median.The 1980s brought considerable real
and relative decline to the workers of Wisconsin. Since 1996, however, national
and Wisconsin wages have made consistent and gradual progress. In spite of
the economic downturn of 2001, median wages in Wisconsin actually grew over
2000-03 by just over five percent.
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Data Sources

In this chapter most of the data

we use come from the Current
Population Survey (CPS), conducted
jointly by the U.S. Bureau of Labor
Statistics and the U.S.Bureau of the
Census.The CPS is a national survey,
but it is possible to analyze the data
for a given state.The size of the
state sample for those with positive
wages in any given year (4,039 in
Wisconsin in 2003) is large enough
to make statistically valid inferences
about the general population within
it. The CPS provides information

on wages, hours, industry,and
occupation for actual individuals,
who in turn are classified by such
demographic variables as age, sex,
race, and education.

Ideally, we would produce wage
trends for all of Wisconsin's racial
and ethnic groups. Unfortunately,
the CPS sample is only large enough
to provide reliable estimates for
whites and blacks.

Table 3.1
Median Hourly Wages by Sex and Race,

Wisconsin and U.S., 1979-2003
(in 2003 dollars)

Median Hourly Wage Percent Change
1979 1989 2000 2003 1979-2003 1989-2003 2000-03

Wisconsin

All $12.88 $11.80 $13.07 $13.77 6.9% 16.8% 5.4%
Men 16.60 14.60 14.81 15.24 -8.2 4.4 2.9
White 16.65 14.68 15.58 15.94 -4.2 8.6 2.3
Black 14.39 12.63 11.12 11.02 -23.4 -12.7 -0.9
Women 9.76 9.75 11.36 12.25 25.4 25.6 7.8
White 9.73 9.84 11.50 12.56 29.0 27.7 9.2
Black 10.81 8.13 10.87 10.52 -2.7 29.4 -3.2
United States

All 12.36 12.36 13.07 13.62 10.2 10.2 4.2
Men 15.55 14.46 14.89 15.04 -3.3 4.0 1.0
White 16.28 15.54 16.28 16.82 3.3 8.2 3.3
Black 12.22 11.25 11.90 12.22 0.0 8.7 2.7
Women 9.74 10.57 11.61 12.18 25.0 15.2 4.9
White 9.90 10.88 12.20 12.94 30.6 18.9 6.0
Black 9.08 9.70 10.66 11.13 22.6 14.8 4.5

Source: Authors’ Analysis, CPS.

After nearly 20 years with our median wage below its 1979 value, Wisconsin's
median finally grew above that benchmark in 1998.This is good news. However, the
current median wage exceeds the 1979 value by just 89 cents per hour. Averaged
out over the 24-year period, the state’s median wage has increased less than four
cents per year.Keep in mind that today’s typical worker is much more educated than
in 1979, working with better technology, and thus more productive. Even so, that
worker makes just slightly more than a generation ago.

Wisconsin has also lost its pronounced wage advantage relative to the nation.In
1979, the median worker in Wisconsin had close to a five-percent wage advantage
over the nation’s median worker (annually, almost $1,100 for full-time workers in the
state). Over the 1980s, Wisconsin’s wage advantage disappeared; in fact, Wisconsin
workers fell well behind the national median. In the 1990s, however, Wisconsin
closed the gap. By 2003, Wisconsin’s median wage again exceeded the nation’s, but
only by one percent.

Disaggregating Wisconsin’s population by sex, we see that the worst wage trends
have concentrated on men.In fact, Table 3.1 shows that the median wage for men
fell from $16.60 to $15.24 per hour over 1979-2003, leaving Wisconsin’s median
male worker eight percent below 1979 levels. Nationally, over the same period, men'’s
wages declined just over three percent (down from $15.55 to $15.04 per hour at the
median).The worst decade for Wisconsin’s men was the 1980s; the median wage

for men actually grew over 1989-2003 but not enough to make up for the losses of
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the previous decade. Since 2000, Wisconsin’s men continue to post a median wage
increase, with the current $15.24 per hour nearly three percent higher than the
median in 2000.

Across the same time period, Wisconsin’s women have fared much better in wages.
Over 1979-2003, women’s median wages, both nationally and within the state,
increased by about 25 percent — from $9.76 to $12.25 per hour in Wisconsin.These
wage increases allow Wisconsin women working full-time, year-round, about $5,180
more annually in wage income today than in 1979. Notably, Wisconsin women,
having lagged behind their national sisters in the 1980s, closed that gap during

the 1990s and the first years of the new century, posting substantial absolute and
relative gains over this period: between 1989 and 2003 women'’s wages in Wisconsin
grew by over 25 percent, compared to only 15 percent at the national level.

Finally, Table 3.2 looks only at full-time workers (Table 3.1 includes both full- and
part-time), who are of particular interest because they are more likely to be
household or family “breadwinners.” These workers were particularly hard hit in
the 1980s when Wisconsin's median wage fell by one dollar over the period. (The
national median was virtually stagnant over the same time.) Fortunately, the years
since 1990 have been much kinder to these working Wisconsinites: their median
wage ($14.82 per hour) has edged above the national median ($14.71), with the
strongest relative gains posted over the 2000-03 period.

In summary, Wisconsin’s median wage is now finally higher than the median wage of
1979. Given the 24-year wait for this advance, this is indeed good news. Additionally,
continued Wisconsin wage advances over 2000-03 are welcome news. In spite of
the 2001 economic downturn, and Wisconsin’s relatively slow recovery from it, our
median wages are growing faster than inflation. Even so, our substantially more
productive and educated workers bring home less than a dollar more per hour than
workers did 25 years ago. In fact, the median male worker today earns less than his
father and uncles did 25 years ago.

Table 3.2

Median Hourly Wages for Full-Time Workers,

Wisconsin and U.S., 1979-2003
(in 2003 dollars)

Median Hourly Wage Percent Change
1979 1989 2000 2003  1979-2003 1989-2003
Wisconsin $14.16 $13.17 $13.95 $14.82 4.7% 12.6%
United States 13.41 13.43 14.01 14.71 9.7 9.6

Source: Authors’ Analysis, CPS.

WAGES AND INEQUALITY m



The Gender Gap in Wages

As indicated in Table 3.3, women still face a considerable “gender gap”in wages

— the difference between what they and men earn.In Wisconsin in 2003, the ratio
of women'’s to men’s median hourly wages was 0.80, indicating a gender gap of 20
percent.The good news is that this gap is now almost identical to the national one,
whereas in 1979 and 1989 Wisconsin's women faced a greater wage penalty than
their national counterparts. Still, the wage gap is substantial, in spite of women'’s
increasing labor force participation, commitment to work, and increasing skills at all
types of work.

Both in Wisconsin and the nation, the gender gap has fallen over the past 25 years.
As Figure 3.2 makes clear, the gap closed most rapidly in the 1980s, while men’s
wages were falling. Between 1993 and 2001, men and women'’s wages advanced

at roughly the same rate, leaving women just as far behind in 2001 as they were in
1993.Recent years, 2001-03, have generated another move towards gender equality
in wages, due to the relative stagnation of men’s wages. It is noteworthy, and a bit
discouraging, that the closing of the gender gap over the last 25 years has generally
occurred when men’s wages were stagnant or falling.

Table 3.3
The Gender Gap in Wages: Ratio of Women’s Median Hourly
Wage to Men’s, Wisconsin and U.S., 1979-2003

1979 1989 2003
Wisconsin 0.59 0.67 0.80
United States 0.63 0.73 0.81

Source: Authors’ Analysis, CPS.
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Men’s wage advantage over women
results from both men’s concentration
in higher wage industries and the
higher wages that men receive within
industries. The durable manufacturing
industry provides a case in point.
Wisconsin men are better than two
times more likely than women to be
employed in this relatively high-paying
industry, which in 2002 employed 20.5
percent of men but just 9.1 percent

of women. So just on the basis of
industrial distribution of workers, we
would expect women to earn less, as
they are less often employed in durable
manufacturing jobs. But even within the
industry, the median wage for men is
30 percent higher than that for women.
Even those women who do get into the
durable manufacturing industry earn
less than their male counterparts.

Figures 3.3 and 3.4 show these two
effects. Figure 3.3, recording the
distribution of employment by sex

and industry, shows that women are
concentrated in lower paying sectors,
especially services and retail trade.
Figure 3.4 shows that, within those
industries, women are clustered in the
poorer paying jobs.In finance, insurance,
and real estate (FIRE), for example, the
female median hourly wage was $13.73
per hour in 2002, 26.5 percent lower
than the men’s median wage of $18.69.
In transportation, communication, and
utilities, women’s wages were 26.8
percent below those of men in the
same sector, while in wholesale trade,
women’s wages were almost 17 percent
below those of men.The professional
services industry, with a relatively high
concentration of women, also exhibits a
very substantial gap in wages, almost 34
percent.

Ggure 3.3
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Ggure 3.5 \

Men’s Median Hourly Wages, by Race, Wisconsin and U.S.,
1979-2003
(in 2003 dollars)
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The Race Gap in
Wages

In Chapter 2, we showed that black/
white inequality in the state is extremely
high, and often the worst in the nation.
The race gap in wages in Wisconsin
helps explain some of this inequality.
While the 1980s were a difficult decade
for all workers in the state, blacks,
especially black men, suffered the worst
the decade had to offer.In part, this is
due to the demise of manufacturing in
Milwaukee, which provided the core of
decent jobs for blacks in Wisconsin. As
manufacturing in Milwaukee declined,
the black community suffered, more

so than whites. Further, the economic
isolation generated in the 1990s

has further separated blacks from
prosperity.

Figures 3.5 and 3.6 display wage trends
by race in Wisconsin and the United
States (small samples of other minority
groups make this analysis impossible
for any groups other than blacks and
whites). The downward trend for blacks
in the state is unmistakable: wages
have declined from 1979 values for
black Wisconsinites.This compares
poorly both to wage trends for whites
in the state and to national trends for
blacks.The late 1990s proved a bit more
positive, with wages for both black
men and women moving up. However,
black workers’ median wages have
been virtually stagnant over recent
years, implying that they are suffering
disproportionately from the negative
effects of the 2001 recession.
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Figure 3.5 provides a clear illustration
of negative trends for black men. Black
men in Wisconsin saw their wages

fall between 1979 and 2003, from

well above the national median to
significantly below it. Specifically, their
wages declined almost 24 percent
over that period. At the same time,
wages increased 0.4 percent among
black males nationally.This shift in the
relative standing of Wisconsin blacks
is remarkable. At the beginning of

the period, black men in Wisconsin
enjoyed an 18 percent wage advantage
over their national cohort; today, they
have close to a ten percent wage
disadvantage.

Figure 3.6 shows a slightly less grim
trajectory for black women in the state.
For black women nationally, wages grew
better than 22 percent over 1979-2003.
In Wisconsin, however, they fell almost
three percent, from well above the
national median to below it. Although in
the latter half of the 1990s Wisconsin's
black women moved forward again,
surpassing the national cohort in 1998
for the first time since 1990, this positive
trend reversed in recent years: over
2001-2003 median wages for black
women were between four and seven
percent below the national level.

KFigure 3.6
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The Education Gap in Wages

Wages are increasingly stratified by education, and Figure 3.7 makes this clear.
Wisconsinites with college degrees have seen significant increases in their wages,
while those with less education are falling behind, mirroring trends for the nation as
awhole.

Among Wisconsin men, college graduates saw their wages increase significantly

(by almost 24 percent) over 1979-2003.That’s good news for this 24 percent of the
workforce. But most Wisconsin men — 76 percent — don't have four-year college
degrees, and for them, the picture was one of unrelieved wage decline: wages down
almost 32 percent for high school dropouts, down almost 15 percent for high school
graduates, and down almost six percent for those with one to three years of post-
high school education.The result is that for men, the college/high-school gap has
grown at a steep rate, from less than 14 percent in 1979 to better than 40 percent in
2003.

Among Wisconsin women, the picture is much more positive, but again, the
strongest gains were delivered to those with the most education. College graduates
posted median increases of more than 40 percent over 1979-2003.But again, the
majority of women (75 percent) do not hold college degrees, and for them, the

past years have been less kind.Wages have increased about 20 percent for women
with some college experience, and almost 17 percent for women with high school
degrees. Even these increases, however, leave median women earners without four-
year degrees earning less than $12 per hour. Among high school dropouts, wages
declined by almost four percent in the same period. So for women, the college/high-
school gap has also grown, from 29 percent in 1979 to 41 percent in 2003.Here and
in the nation, the most educated have reaped the strongest wage increases of the
last 25 years.

Figure 3.7 does show two promising trends, however. First, women without any post-
secondary education recovered the losses they posted during the 1980s — today
their wages are about the same as or higher than in 1979.Second, individuals with
some college experience (though not a college degree) have seen their wages

grow in the past 14 years (16.4 percent for men, 26.8 percent for women). Some of
these are workers who have invested in acquiring additional skills — via associates
degrees or occupation-specific training — and Wisconsin is finally starting to reward
their efforts. Note that their national counterparts have seen much smaller gains

in recent years, perhaps indirect evidence of the strength of our technical college
system.
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2003 dollars

2003 dollars

Ggure 3.7

Wisconsin Median Hourly Wages, by Sex and Education,
1979-2003
(in 2003 dollars)
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Changing Wages by Industries

Table 3.4 shows how median real wages have changed at the industry level over
time.Two decades ago, the highest paying jobs were found in the core industries

of manufacturing, construction, and transportation, with wages that were up to

145 percent higher than those in the service sector. But over 1979-2002, wages

fell in construction by 6.5 percent; in non-durable manufacturing by 1.7 percent;in
durable manufacturing by 10.6 percent; and in transportation and communication
by 7.3 percent. Again, these are industries offering front-line jobs that do not
require a college degree, and so these wage declines have hit less educated workers
hardest. While these industries remain relatively high paying, their wage advantage
is in decline.

By contrast, all service industries have seen positive,and in some cases quite robust,
wage growth over 1979-2002.These industries employ a substantial and growing
portion of the workforce. But, even with strong increases, only some of these
industries pay good wages, and rarely do they exceed wage levels found in the more
traditional goods-producing sector. Our two most significant low-wage industries
— retail trade and personal services — have posted wage gains over 1979-2003,
but even with gains, the median hourly wage is still under $10 per hour.Wisconsin’s
higher-end service sectors — business and repair services, professional services,
and FIRE — have actually posted stronger gains for median workers, bringing those
workers close to the wages offered in manufacturing.

Table 3.4

Wisconsin Median Hourly Wages by Industry, 1979-2002
(in 2003 dollars)

1979 2002 %
Change
Construction $17.98 $16.81 -6.5%
Non-Durable Manufacturing 15.09 14.82 -1.7
Durable Manufacturing 15.98 14.28 -10.6
Transportation,

Communication, and Utilities 18.65 17.29 =705
Wholesale Trade 13.90 14.14 1.8
Retail Trade 8.18 9.73 18.9
FIRE 10.78 14.54 34.9
Business and Repair Services 10.55 14.21 34.8
Personal Services 7.34 9.19 25.3
Professional and Related Services 11.78 14.24 21.0
Public Administration 14.63 16.50 12.7
Agriculture and Natural Resources 7.65 10.67 39.5

Source: Authors’ Analysis, CPS.
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The Long-Term Relocation of Wisconsin
Manufacturing

The manufacturing sector will continue to be a critical part of the economic base

in Wisconsin, and so it is worthwhile to take a close look at the long-term trends in
this sector — as opposed to the short-term analysis we carried out in Chapter 1.(We
conducted this analysis for 1979-2000 because the introduction of a new industrial
classification system in 2001 has made it impossible to generate consistent data on
manufacturing employment, at the county level, for the period 1979-2003.)

According to employment data from the Wisconsin Department of Workforce
Development, in 2000 there were 615,000 manufacturing jobs in the state,
representing a very modest increase of four percent from 1979, when there were
591,000.So, in spite of the decline in the manufacturing share of employment, which
fell because other industries grew more rapidly than manufacturing, there was
actually an absolute increase in the total number of manufacturing jobs in the state
over 1979-2000.

But over that period, the geography of manufacturing shifted away from our
industrial lakeshore. Specifically, firms and jobs left Milwaukee, Racine, and Kenosha
counties. As Figure 3.8 shows, these counties lost more than 88,000 manufacturing
jobs over the 21-year period, an astonishing 41 percent of their base. Over the same

time, Washington, Ozaukee, and Waukesha
(WOW) counties picked up more than KFigure 3.8
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Table 3.5

Union Membership in
Wisconsin, 1983-2003

All Wage
and
Salary Private Public
Year Workers Sector Sector
1983 23.8% 19.8% 44.6%
1984 24.6 20.6 48.1
1985 22.3 17.8 47.2
1986 22.7 17.7 47.9
1987 21.4 16.8 46.2
1988 21.7 16.7 48.8
1989 20.9 15.8 47.0
1990 20.6 15.1 48.7
1991 20.9 14.8 50.7
1992 19.9 14.1 51.9
1993 19.4 13.4 51.7
1994 18.3 12.4 51.6
1995 17.7 11.7 51.9
1996 18.8 12.8 53.7
1997 18.8 12.4 56.6
1998 18.7 12.4 55.4
1999 18.1 11.1 57.9
2000 17.6 11.7 55.4
2001 16.4 11.3 50.5
2002 15.6 9.9 52.6
2003 15.9 10.0 54.4

Source: Unionstats.com.

Unions and Wages

Workers who are members of unions earn higher wages than their non-union
counterparts, so long-term decline in Wisconsin’s unions has also hit our paychecks.
Mirroring national trends, unionization in Wisconsin has declined dramatically over
the last generation, falling from about 24 percent of the workforce in the early 1980s
to about 16 percent today (see Table 3.5).

If unionization had been maintained at its 1983 level, the state would have 213,000
more union members than it presently has.What is the wage effect of the union
decline? In Wisconsin in 2003, the median hourly wage for union workers was
$16.15,as compared to $13.10 for non-union workers. Yearly, this 23 percent “union
premium”in pay amounts to $6,300 (calculated on a full-time, year-round basis). Had
those 213,000 workers received that premium last year, it would have represented
better than a $1.3 billion boost in Wisconsin worker income. Evenly distributed

over all people employed in that year, that would have meant a $0.22 hourly wage
increase for every Wisconsin worker, making our state median wage $13.93 rather
than the current $13.77.

Unionization has a positive spillover effect on non-union workers’ wages as well.
When unions are at 24 percent average density, and density much higher in
particular sectors of the economy (including the crucial manufacturing sector), even
non-union employers need to pay something approaching the union rate to attract
and keep skilled workers; unions effectively “take wages out of competition”among
employers.

Finally, the presence of more unions in an economy is a spur to productivity. Because
unions do in fact drive up the cost of labor, employers have to make workers

more productive if they are to maintain profits. This has positive effects on capital
investment, modernization, and other productivity-enhancing moves, which has
additional positive spillover effects in the economy.

The positive effects of unionization decline dramatically as union density declines.
The loss of union power in recent decades has a negative impact on Wisconsin
workers whether they are unionized or not.
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CHAPTER 4

Poverty-Wage Jobs

n the previous chapter we saw that, although the median wage in Wisconsin
has risen steadily in recent years, these advances have gotten only slightly
ahead of where we were in 1979 — a very dismaying record, given the gains
in productivity and education achieved over the same period. In this chapter we
document an important factor holding back our progress: the continuing prolifera-
tion of low-wage jobs in Wisconsin’s labor market.In order to better understand
the magnitude of this problem, we focus our attention on the bottom of the labor
market and document the share of workers in poverty-wage jobs.

Job quality is a real problem in Wisconsin. Significant numbers of workers in the
state find themselves locked out of jobs that pay family-supporting wages — not
just women, but increasingly men as well. Poverty-wage jobs are an especially
acute problem for blacks in the state, as well as for those who stopped their
education after high school.

We also document factors that make for bad job quality: the strong growth of low-
wage service industries; lack of access to full-time work; the large number of entry-
level, non-unionized jobs; and the fact that low-wage jobs often “trap” workers and
lead to low-wage careers. Understanding these realities helps contribute to the
formation of a policy agenda to improve job quality.

The Growth in Poverty-Wage Jobs

Table 4.1 shows the trend in poverty-wage employment in Wisconsin over time.
In 1979, one in five Wisconsin workers (21 percent) worked in a poverty-wage job.
Over the next decade, this number increased significantly, to almost one in three
workers (30 percent) by 1989.The last 14 years have reversed the trend. Poverty-
wage employment has receded, especially in the last years of the 1990s, dropping
back to 19 percent of all jobs in the state by 2000. Since 2000, the gradual decline
has continued so that, by 2003, 18 percent of workers held poverty-wage jobs.
Although the share of workers in poverty-wage jobs is still high, the last decade
has generally boosted the standing of workers at the bottom of the labor market.

Focusing only on this aggregate trend is misleading, however, as different groups
have experienced quite different trends over the last generation.

We show trends for key race and sex categories in Figure 4.1. Among the four
groups, white women show the most substantial and consistent decline in
poverty-wage jobs over time, down from 35 percent in 1979 to 21 percent in 2003.
White women are still more likely to hold poverty-wage jobs than white men,

but while in 1979 they were 3.5 times more likely to hold such jobs, in 2003 they
were 1.7 times as likely. This is a very encouraging trend, but clearly there is a long
way to go. Even in 2003, more than one in five white women in Wisconsin earned
poverty wages. White women still fare worse than white men, but as with median
wages, in terms of poverty-wage jobs they are making progress.



Defining “Poverty
Wage” Jobs

We define poverty-wage jobs as
those jobs paying a wage that is
insufficient to lift even a full-time (40
hours a week), year-round (52 weeks
a year) worker to the poverty line for
a family of four with two children.In
2003 dollars, the “poverty wage” was
$8.97 an hour or less; if someone
worked full time for the entire year
at this wage, their annual earnings
would be $18,660.

Of course, this definition of “poverty
wage”is somewhat arbitrary. We
could have chosen the poverty

line for a family of two, or five, or
some other wage level entirely. And
not all workers who earn “poverty
wages” are actually living in poverty.
They may be part of a household

or family that has other earners on
whom they can rely for support.
Most important, our interest here

is to track the quality of jobs being
generated in Wisconsin, and no one
would call less than $8.97 per hour a
“good job.”

For the other three groups, however, poverty-wage employment in 2003 is at or
above 1979 levels. Figure 4.1 shows the strong negative trend for black men, for
whom the percentage of poverty-wage workers has more than doubled (from 12 to
29 percent) over 1979-2003.The trend for black women is not as severe.The share of
black women in poverty-wage jobs also increased steadily up to the early 1990s but
has fallen since. However, the progress of the last decade just takes black women

to the discouraging benchmark established in 1979: one in four black women earn
poverty wages.

Table 4.1

Share of Wisconsin Workers Earning Poverty Wages, 1979-2003
(wages less than $8.97 per hour in 2003)

Percent Change

1979- 1989-
1979 1989 2000 2003 2003 2003
All workers 20.8% 29.7% 19.2% 18.2% -12.6% -38.7%
White men 10.0 19.2 11.6 12.1 20.2 -37.1
Black men 119 284 23.6 29.0 143.1 2.1
White women 34.7 39.8 23.6 20.6 -40.7 -48.3
Black women 25.2 55.7 31.9 25.4 0.8 -54.4
Full-time workers 12.9 21.3 13.8 12.2 -5.5 -42.5
Less than H.S. 27.0 49.3 48.2 48.3 78.9 -2.1
High school 23.5 30.6 21.1 20.7 -12.0 -32.5
Some college 22.2 36.3 19.4 18.8 -15.2 -48.1
Bachelor’s or higher 6.4 10.9 6.4 6.2 -3.8 -43.4

Source: Authors’ Analysis, CPS.

ﬁgure 4.1

Share of Wisconsin Workers Earning Poverty Wages, 1979-2003
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Of these four groups, white men are the least likely to earn poverty wages, as one
might expect.In 2003, just 12 percent held a poverty-wage job. But even for this
relatively privileged group, this represents an increase of 20 percent over 1979,
when only one in ten held such a job. And for both white and black men, unlike for
the Wisconsin population as a whole, poverty-wage work has been increasing since
2000, not declining.

Table 4.1 also shows trends in poverty employment for full-time workers only. Given
that part-time jobs tend to pay less than full-time ones, it is not surprising that the
table shows that full-time workers earn poverty wages less frequently than the
overall workforce. But even among these full-time workers, more than one in ten
earn poverty wages. Further, over 1979-2003, full-time workers have experienced
only a small reduction in poverty-wage employment.

Finally, Table 4.1 also shows that workers without high school degrees suffered most
of the expansion of poverty-wage jobs.In 2003, close to half of high school dropouts
in the state earned poverty wages, compared with slightly over one quarter in 1979.
High school graduates and workers with some college experience fared better,
posting decreases in the proportions holding poverty-wage jobs over the past

two decades. Still, in 2003 about one in five workers in these two categories held a
poverty-wage job.This is particularly worrisome for those workers with some (1-3
years) post-secondary schooling. Many of these are workers with associates degrees,
certificates, and occupation-specific training — surely indicators of solid skills. The
fact that 18.8 percent of these workers have poverty-wage jobs suggests that jobs in
Wisconsin are not always rewarding residents’ investments in training.

To summarize, poverty-wage jobs are an enduring reality of Wisconsin’s economic
landscape, accounting for almost one in five workers. Moreover, despite the overall
statewide decline in these jobs over the last decade, men, especially African-
American men, were more likely to earn poverty wages in 2003 than they were in
1979. Moreover, workers without high school degrees were much worse off in 2003
than in 1979.

What Makes for Bad Job Quality?

A better understanding of poverty-wage jobs requires us to look beyond the fact
that they don't pay well.There are several systemic factors that make for low-wage
employment, which can help to clarify the steps that Wisconsin policymakers need
to take in order to solve the “bad jobs” problem. First, low-paying service industries
play a strong and expanding role in the state’s economy and generate a significant
portion of Wisconsin’s jobs. Second, poverty-wage earners tend to work part time,
in entry-level positions, and in non-union workplaces, making work less stable and
supporting a family more difficult. And third, low-wage jobs tend to trap workers in
chronic instability, leading to low-wage careers over the long run.

In the following analyses, we compare two groups of Wisconsin workers: those in
poverty-wage jobs and those in what we will refer to as “higher-wage jobs” (wages
greater than $8.97 per hour).

PoverTy-WaGE JoBs



Low-Wage Service Industries

Wisconsin has historically had a strong manufacturing base, offering a good
standard of living and good benefits to workers without college degrees. Like the
rest of the nation, however, Wisconsin has seen a shift from manufacturing to service
industries since the early 1970s.The manufacturing decline was exacerbated during
the 2001 economic downturn, when Wisconsin lost ten percent of its manufacturing
jobs base in three years (see Chapter 1). Although Wisconsin still has retained a
larger share of manufacturing jobs than most states, the majority of its job growth
has come from the service sector.

Whether this is good or bad news depends on where you end up in the service
sector. At the upper end of the service sector, there are a number of industries

that pay quite well. For example, in 2002 the median weekly pay in Wisconsin in
transportation, communication, and utilities was $767 (in 2003 dollars) while it was
$610 in finance, insurance, and real estate (FIRE), and $606 in wholesale trade (see
Table 4.2).This is better than or similar to the weekly pay in construction ($699), non-
durable manufacturing ($624), and durable manufacturing ($614).Yet there is also
another side to the service economy:industries that have low weekly earnings, such
as retail trade ($376) and personal services ($354).

From the perspective of job quality, it is important to note that these low paying
industries have grown much more rapidly than high paying industries during the
past two decades. According to data from the Wisconsin Department of Workforce
Development, between 1979 and 2001 close to two-thirds (62.8 percent) of
Wisconsin’s net job growth of 830,000 came from retail trade and services at the low
end of the service sector. At the same time, just one-fifth of all new jobs came from
manufacturing, construction, wholesale trade, and FIRE.

Table 4.2
Wisconsin Median Weekly Wages by Industry, and Distribution of Workers by Industry and
Wage Level, 2002

Median
Weekly Wage Workers with Workers with
(in 2003 dollars) Poverty-Wage Jobs Higher Wage Jobs
Construction $699 1.0% 7.0%
Non-Durable Manufacturing 624 4.8 9.5
Durable Manufacturing 614 8.1 16.4
Transportation, Communication, and Utilities 767 2.5 6.7
Wholesale Trade 606 3.2 4.6
Retail Trade 376 39.3 11.5
FIRE 610 2.5 6.7
Business and Repair Services 547 4.9 4.2
Personal Services 354 8.4 2.7
Professional and Related Services 544 22.0 25.0
Public Administration 736 1.3 4.4
Agriculture and Natural Resources 499 2.1 1.4

Source: Authors’ Analysis, CPS.
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With this in mind, it is hardly surprising that in 2002, poverty-wage workers were
much more likely to hold jobs at the bottom of the service sector — again, retail
trade, business and repair services, and personal services — as Table 4.2 shows.
Combined, these industries accounted for more than half of all poverty-wage jobs
(53 percent). By contrast, only 18 percent of higher wage workers held jobs in these
industries.

The flip side of the story is that poverty-wage workers are much less likely to

hold jobs in manufacturing industries — 13 percent, as compared to 26 percent

for higher wage workers.The same is true for construction, transportation, and
wholesale trade: these are industries that have traditionally done a much better job
of providing family-supporting wages.

Hours, Unions, and Occupations

Poverty-wage workers face difficulties making ends meet, and not only because
they are in low-wage jobs. First, poverty-wage work is less stable in terms of weekly
and annual hours of work, which means that low-wage workers often bounce
through a series of short-lived jobs.Table 4.3 shows that in 2003, the share of
workers holding part-time jobs was almost four times higher for poverty-wage
workers than for higher wage workers (45 percent compared to 12 percent).
Moreover, while our data do not have information on weeks worked during the
year, other studies have shown that part-time jobs tend to be part-year jobs as well.
Access to stable, long-term jobs is a serious problem at the bottom of the wage
distribution.

Table 4.3 shows also that poverty-wage jobs are much less likely to be unionized
— not surprising, since unions are often able to bargain for higher wages. Still, the
gap in representation is striking.In 2003, only 5.5 percent of poverty-wage workers
held union jobs, compared to a 19 percent unionization rate among higher wage
workers.

Table 4.3
Distribution of Wisconsin Workers by Selected
Characteristics and Wage Level, 2003

Workers with Workers with
Poverty-Wage Job Higher Wage Job

Percent Working Part-Time 45.1% 12.4%

Percent Unionized 5.5 19.0

Percent in Occupation
Management, business, and financial 2.7 14.3
Professional and related 7.6 21.7
Service 34.1 10.8
Sales and related 16.0 8.2
Office and administrative support 12.9 15.2
Farming, fishing, and forestry 2.4 0.6
Construction and extraction 1.9 5.3
Installation, maintenance, and repair 2.6 4.6
Production 11.4 12.7
Transportation and material moving 8.4 6.5

Source: Authors’ Analysis, CPS.
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Following Workers
Over Time

To analyze career trajectories in
Wisconsin, we need to track workers’
earnings over long periods of time.

For our analysis of the low-wage
career trap (at right), we rely on
Wisconsin Department of Workforce
Development Unemployment
Insurance (Ul) data files, which record
quarterly earnings for individuals
working in the state.The advantage of
these data is that, unlike the Current
Population Survey (CPS) data, we can
follow workers over time and record
any progress they make in terms of
earnings.The disadvantage is that very
little additional information is available.
For example, we do not know the
workers’ sex, race, or education, nor do
we know how many hours and weeks
they worked in a given quarter.

A Note about Wages
vs. Earnings

In Table 4.1, we provide data on the
share of the Wisconsin workforce
earning poverty wages, from 1979 to
2003.In our discussion of the low-
wage career trap, we present data on
the share of workers whose quarterly
earnings placed them at or below

the poverty line.The data are not
comparable because they come from
two different data sets.The first analysis
relies on CPS data, which allow us to
compute hourly wages.The second
analysis, using state Ul records, provides
quarterly earnings that cannot be
adjusted for hours or weeks worked.
The two measures are inconsistent
because many part-time workers
have poverty-level quarterly earnings,
even when their hourly wage is above
the poverty-wage threshold. Still, the
measure based on quarterly earnings
is more than adequate for identifying
workers who are stuck in low-wage
jobs over the long term.

Finally, jobs that don't pay well tend to consist of entry-level and front-line positions.
In Table 4.3 we see that poverty-wage workers were more likely to hold service and
sales jobs than higher wage workers (34.1 and 16.0 percent, as compared to 10.8
and 8.2 percent), and less likely to be managers (2.7 as compared to 14.3 percent)
and professionals (7.6 as compared to 21.7 percent).

This difference in occupations is instructive. For example, Table 4.2 shows that
poverty-wage workers were strongly represented in professional and related
services and FIRE (24.5 percent).These industries are typically seen as the vanguard
of the service sector, filled with managers, stockbrokers, and technology wizards. In
truth, however, these industries tend to be stratified between a tier of high-wage
jobs and a tier of low-wage jobs, such as customer service representatives — hence
the presence of poverty-wage workers even in this elite niche of the service sector.

Workers Get Caught in the Low-Wage Career Trap

An important part of the reality of being a low-wage worker is that it is a long-term
state,and one that is very hard to get out of. We call this the “stickiness” of low-wage
jobs. For a variety of reasons, some having to do with the worker, some having to do
with the jobs themselves, holding a low-wage job often means chronic cycling from
one bad job to another, with little gain over a lifetime.

In Figure 4.2, we begin by focusing on the year 1995, finding that at that time one
in three workers (33 percent) had quarterly earnings that would put a family of four
below the poverty line.We follow each of these workers to 2000 and find that 51
percent of the workers with poverty earnings in 1995 still held a poverty-earnings
job in 2000.0nly 12 percent of 1995 poverty earners had managed to reach the
pay range of 150 to 200 percent of the poverty line. And less than eight percent
had managed to rise into what we would consider the middle class, with quarterly
earnings that were twice the poverty line or more.

By contrast, the vast majority of Wisconsin workers who had earnings above poverty
in 1995 were still above it in 2000. About one quarter (22.5 percent) were earning
between 150 to 200 percent of the poverty line,and more than half (54 percent)
were earning at least double the poverty line.

Thus there is a serious problem with low-wage jobs, beyond how little they pay in
any given year.Over the long run, they often lead to low-wage careers.

Some might argue that this is purely a function of lack of skill. While the data set used
here does not give information on education level, other research on low-wage careers
has shown that skill is not the whole story. Low-wage jobs such as those in retail trade
and other service industries exert their own negative pull on workers’ careers: few skills
are learned on the job,and there are few opportunities for promotion.
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KFigure 4.2

The Persistence of Low Quarterly Earnings Over Time
in Wisconsin

In 1995, percent of workers Where did
who had quarterly earnings... they end up in 2000?

Moved above poverty earnings
48.9%

...Below the
poverty line:

Still below poverty earnings

32.8%

51.1%

Still above poverty earnings
92.8%

...Above the
poverty line:
67.2%

YN YN

Moved below poverty earnings
7.2%

Source: Authors’ Analysis, Wisconsin Unemployment Insurance Records, 1995
Cnd 2000.
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CHAPTER 5

Getting Serious about the

High Road

This latest edition of The State of Working Wisconsin documents some bright spots
in our state’s recent economic performance.The most important are continued
growth in median wages and a resumption of job growth in the first half of 2004.
But as this report also shows, viewed with any perspective these bright spots

are pretty dim, and almost lost in an ominous cloud of fundamental economic
problems, as yet largely unaddressed, that bodes ill for our future.

Wisconsin is not growing investment, productivity, and good jobs at rates sufficient
to preserve, much less improve, our standard of living. Our recent income and job
growth are very low by historic standards.We are losing ground in key areas of
traditional economic strength — most obviously manufacturing — and are not
organized to capture new opportunities. We are increasingly divided as a society
along education, class, and especially racial lines. We don't have our fiscal house in
order. And our politics are increasingly bitter and partisan, with little real effort to
achieve a working consensus and strategy for fixing these problems — problems
that are well within our capacity to solve.

All of these things — some narrowly economic, some social, some clearly political
— put Wisconsin on a trajectory of material and social decline.We are becoming a
poorer state and a less cohesive and democratic society. We need to recognize this
danger, and do something together about it.

Is That All There Is?

Let's start with some perspective on the recent good news.

Wisconsin’s five percent real wage growth over 2000-03 is certainly welcome, but
it leaves median hourly wages at only $13.77 (all wage and income data expressed
in 2003 dollars), just 89 cents higher than they were a quarter century ago (in
1979). Among large portions of our population — for example, men without
college degrees — wages have not just stagnated but have moved backward, to
below that earlier level.

Had wage growth since 1979 kept pace with its historic average in Wisconsin —
about 2.5 percent real growth annually — our median hourly wage today would
be closer to $25.The average Wisconsin worker would thus be making about
$50,000 annually, instead of less than $30,000.This difference of about $20,000 per
worker, or close to $40,000 per two-earner household, is a simple way to express
the wealth Wisconsin working families have lost over the past generation, and will
continue to lose if we stay on our present course.



Some may immediately object that such losses are not unique to Wisconsin, and
indeed they are not. U.S. workers generally have seen a slowdown in their wages
and, in many cases, real wage decline.But this objection has merit only if there is no
significant variation in U.S. states, or among states in the Upper Midwest, or across
countries — and there is. Other capitalist countries, subject to the same competitive
pressures as ours, have not seen the sorts of broad working-class income declines
that we have. Other states have done much better than Wisconsin, and some of
those states are in our region.There is nothing intrinsic to the present structure of
competition — in this state or region, or globally — that mandates income losses on
such a scale.Wisconsin has simply done a particularly bad job of responding to that
competition.

The picture on family income is no better. Wisconsin median family income, while
higher than the national average, has actually declined in recent years, falling $2,751
over 2000-02, and that it is still higher than nationally owes almost entirely to our
exceptional rates of labor force participation.Those rates will soon start falling, as
our older-than-average labor force undergoes a massive wave of retirements. But
even among younger families, increased work effort has already reached its limit
as a coping strategy for stagnant or declining wages. Most child-rearing families in
Wisconsin are already headed by two adults putting in nearly full-time hours. As
the rest of the nation comes close to that level of effort, the Wisconsin advantage
will diminish. But more immediately, there is simply no way Wisconsin families can
substantially improve on their present work effort. They can be equipped to work
“smarter”and more productively — though we have not made the investments
needed for that — but they are unlikely to be able to work more.

Finally, Wisconsin’s recent job growth is unimpressive in volume and quality.Total
Wisconsin employment is only now getting back to its level when we entered the
March-November 2001 recession. Otherwise expressed, we've had three and a

half years of zero net job growth; by this point in recovery from the 1990 recession,
we were well ahead of where we had been at its start. The story in manufacturing

is worse; we are still ten percent below our March 2001 employment level.This is
particularly bad news for Wisconsin because — for all the talk of a“new economy”
and all the undeniable promise that new industries show — manufacturing remains
the largest anchor of good jobs for our workforce, particularly for the non-college-
educated workers who comprise its vast majority. If manufacturing goes down, they
go down, and we as a state go down with them.

The manufacturing numbers suggest a broader story about job quality that

is not good. As we have climbed back to pre-recession employment levels, we

have generated many new jobs to replace those that were lost.We don't know
precisely what these jobs look like individually. But we do know what industries and
occupations they are appearing in, and can hazard an informed guess about their
individual character.Based on industry profiles alone, they pay $7,200 less in annual
income than the jobs they have replaced, and provide health insurance coverage at
less than two-thirds the rate. On an occupational basis, they look somewhat worse. If
these inferences are right, the new jobs are lowering average job quality in the state.
We cannot afford many more years of “recovery” of this kind.

m THE STATE OF WORKING WisconsiN 2004



Other Trends and the Political Response

If the present income, job growth, and job quality picture in Wisconsin does not look
particularly good, other developments — all bearing on our ability to respond to
these problems — are also worrisome.

First is our declining comparative performance in educational attainment. Compared
with other states, Wisconsin's workforce has long shown higher than average

rates of high school completion and post-secondary training short of a four-year
college degree, and lower than average performance in college graduation and
beyond.But as we have reported, our advantage below the college level is eroding,
and our disadvantage at the college level is widening. Whether the latter owes to
“brain drain” (an unusual level of out-state migration of college graduates trained
here) or inadequate “brain gain” (a failure to attract a compensating population

of college graduates trained elsewhere) is an interesting question. But its answer
will not change the message these numbers convey.Wisconsin is not growing a
large number of knowledge-intensive jobs, particularly in business professions

and management, which we must do to get incomes up again in the state. Neither,
in a workforce dominated by those without college degrees, are we substantially
increasing training at the post-secondary but pre-college-degree level, which will
limit our application of new technologies and forms of work organization. Nor have
we moved as successfully as other states in getting everyone — new labor market
entrants and adult workers,immigrants as well as native residents — to the point of
basic literacy and math skills that come with high school completion.

A second and closely related trend is Wisconsin’s growing economic inequality.
Wisconsin has traditionally been a state of exceptionally high equality, with a
moderate-income middle class dominating the income distribution. This equality
supported a relatively egalitarian political culture, since it contributed to the sense
that we were “all in this together.” But that income profile is changing. Union decline,
dereqgulation, corporate restructuring, and increasing returns to education have all
combined to increase class inequality. We are much less “together” than we once
were.

About one in five Wisconsin workers (18.2 percent) are stuck at the bottom of the
labor market.They earn “poverty” wages — that is, wages insufficient to support an
average family even at the poverty line — and enjoy poor to non-existent benefits,
and negligible opportunities for advancement.These people are broadly out of
sight of mainstream political concerns.

An even larger share of workers, no longer far above those earning poverty wages,
comprises our downwardly mobile, overwhelmingly white working class. It has
experienced tremendous increases in job insecurity, widened gaps in benefit
coverage, and very little or no real income growth. Non-college-educated white
men, once the center of the Wisconsin middle class, are emblematic of this group.
They have fallen furthest in job security and compensation. But non-college-
educated white women are right there with them. Starting from a much lower point,
their income growth has been positive but very modest. And even as they have
become a critical source of income for their households, they continue to discharge
the responsibilities of unpaid family labor — cooking and cleaning, taking care
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of the kids, juggling the doctor’s appointments and teacher’s appointments and
after-school activities, attending to aging relatives. Not surprisingly, they report
being very tired most of the time, and not having the time or money to get more
education.

The experience of this white working-class majority has become increasingly
distinct from that of college-educated, and especially professional, Wisconsinites.
The latter also face pressures and insecurities in employment, and tension in
navigating work-family conflict. But they have qualitatively greater resources to
address these problems. Along with much higher incomes, they have much better
and continuous employment benefits. And their individual labor market positions
are augmented by social and professional networks that insure against career
disruptions becoming life disasters.They have more freedom at work to deal with
work-family problems.They are far more likely to have at least some part-time paid
assistance in household labor.

With most people marrying those of similar background, marriage tends to multiply
these class differences, not relieve them.Two non-college-educated workers with
two kids and combined incomes of $46,827 — the Wisconsin median household
income over 2000-02 — are operating right at the margin of what most would
consider a“middle-class” way of life. Two professionals with a combined income of
$160,000 are not just nearly four times better off in income. With basic needs and
amenities easily satisfied, greater insurance against job insecurity,and more support
at home, they are living in a different world.

A third important feature of today’s Wisconsin is its extreme racial inequality — the
stark difference between black and white residents of the state. Shocking to many
but true, Wisconsin now has among the highest levels of black/white inequality

in the nation. As measured by numerous indicators — family poverty, child
poverty, concentrations of poverty, metropolitan incomes, educational attainment,
incarceration rates, prison sentencing, health,and much more — our black/white
differences are number one in the nation, or very close to number one.

Such high levels of racial inequality present a clear moral challenge to our
state.They are, quite simply, shameful. But they also have insidious economic
consequences that bear on our economic decline.These begin with the lost
income, productivity, and other social contributions from a significant share of
our population.They continue with the costs — in transfer payments, remedial
education, publicly supported health care and other human services, and policing
and incarceration — of dealing with those losses. And they end with the burden
imposed on Milwaukee, where most of black Wisconsin lives.

It is difficult to imagine Milwaukee coming anywhere near its wealth-generating
potential without closing its black/white gap. And it is difficult to imagine Wisconsin
ever coming near its potential without repairing Milwaukee — a potential economic
powerhouse for the state that we have neglected for years.This combination of
urban decline and racial inequality, converging in the state’s major population
center, is the “elephant in the living room” in state discussions of economic
development.ltis a huge issue, but seldom directly addressed.
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Our fourth and concluding background point concerns Wisconsin'’s recent political
response to the economic problems outlined here. Put baldly, there has not been
much of one.To its great credit, the Doyle administration has begun to frame, in
Grow Wisconsin,an economic development strategy for the state.This strategy
correctly identifies much of what is needed to improve Wisconsin’s economic
fortunes — upgrading energy and other infrastructure, promoting industry clusters
and regional economic development administration, increasing investments

in education and technology, improving regulatory efficiency, better targeting
public supports to business, building a more functional relationship between the
public and private sectors, etc. It is a vast improvement on previous discussions

of Wisconsin economic development for two reasons: it recognizes that we have

a problem, and it is a real strategy, with some clear goals and identified means of
achieving them.

But actual implementation of a state economic development strategy requires

the cooperation and commitment of diverse players: leadership figures from both
major political parties, business as well as labor, an informed citizenry as well as
bureaucratic elites. Unfortunately, this has generally not been achieved. In the

past two years, legislative leadership has concerned itself largely with social issues
— sanctifying marriage, promoting concealed weapons —rather than economic
ones.Our leading business lobby has continued — with little evidence, but seldom
questioned by our media — to blame “high taxes” and “big government” for
Wisconsin’s economic woes. Organized labor and the public-interest community
have been on the defensive, attending to budget cuts and economic dislocation.
Local officials, also dealing with many of the same problems, have not spoken with
a clear or unified voice. And extraordinary events in national politics — the 9/11
attacks, the Iraq war, the Bush revolution in tax and regulatory policy,and now a
presidential election as important as any in our country’s history — have distracted
nearly everyone from focused attention on state concerns.

No wonder the general public says it is confused and discouraged about our
economic future. Despite Grow Wisconsin, no fact-based, public-minded, far-reaching
discussion of a state development strategy has happened.The great Wisconsinite
William Evjue long ago declared,“Let the people have the truth and the freedom

to discuss it and all will go well.”This hopeful democratic proposition remains true
today. But if the public lacks accurate information about the single most important
issue facing our state — our economic future — then there will be no chance for
open discussion and debate. And decisions about that future will not be made in
democratic ways.

Putting Wisconsin on the High Road

So what is to be done?

For starters, we might actually try to get the facts before the public. Sometime after
the upcoming presidential election, but before we get too far into another state
legislative session and another biennial budget, we might mount a massive public
education effort — ideally with the cooperation of the media, civic organizations
of all kinds, labor and business, and elected officials — on the present state of

our economy and ideas for improving it: structured discussions and debates,“just
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the facts, ma’am” presentations, traveling slide shows, editorial board meetings,
whatever it takes to get people talking.

But whether this challenge is taken up or not — whether our economic
development discussion ever moves beyond policy analysts, lobbyists, and the
occasional elected official, to the broad citizen discussion where “all will be well”
— some things are pretty clear.

To prosper as a state, Wisconsin needs to pursue a “high-road” competitive strategy
focused on the performance and distinctiveness of our products (be they in service
or manufacturing or agriculture), not a “low-road” strategy focused on low prices

of commodity goods produced by low-wage labor.The reason is that we cannot
compete, and should not want to compete, as a low-wage producer. Much of the
developing world is prepared to do that, and our doing so will only produce more of
what we've seen over the past generation: broad declines in working-class incomes
and security, rising inequality, a more constrained supply of the public goods that,

Is Big Government Killing Our Economy?

Leading Wisconsin business organizations (preeminently Wisconsin
Manufacturers and Commerce) like to blame big government for our

economic woes.They claim that Wisconsin government (both state and local)

is exceptionally large, costly, and growing out of control, and that business
taxes here are extremely high and discourage investment.The Wisconsin

media and most politicians accept this view, and so does a growing share of
the public.This effectively makes it a consensus view, and one that guides our
consideration of economic development strategy and our decisions about state
financing and public investment.

There is one big problem with this view, however. It is entirely false, and was so
even before the Doyle administration cut state spending and employment.

Measured as either a share of state income or per capita, government spending
in Wisconsin is not exceptional at all, but very close to the national average.In
2000 — before the budget and employment cuts that have surely brought it
lower — our spending ranked 18th nationally as a share of state income, and
only $236 more per capita than the average state ($6,443 compared to $6,207).
Nor is government here exceptionally large or growing out of control. Again
before the recent cuts, Wisconsin public employment ranked 29th among the
states. And over 1979-2001, our growth in local government ranked 24th, and
in state government, 47th. Nor are business taxes here extremely high.In fact,
they’re extremely low. As a share of all state taxes, business taxes in Wisconsin
rank 49th among the states (50th if we include the District of Columbia), and
35th as a share of profits. Finally, state and local business taxes are simply not

a big enough share of business costs (averaging only 0.8 percent) to drive
business decisions about initial siting, relocation, or new investment. And
many of the things that do drive positive decisions in these areas — good
infrastructure, an educated workforce, public goods and amenities to attract
and keep skilled professionals — require public investment to secure.
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along with private income, anchor a high shared standard of living. So we must
try to compete as a high-wage producer, which means we must produce things
of exceptional value and performance, for which customers are willing to pay a
premium.

For firms, this means training workers, equipping them with the most advanced
technology, managing them in ways that elicit their ideas as well as effort,and
aiming at continuous product improvement, production efficiency, and high value-
added markets.This is what we should be asking of our businesses.

For government, supporting the high road means providing needed infrastructure
and discouraging low-road competition. This, delivered with maximum efficiency
and accountability, is what we should be asking of it. The high-road infrastructure
needed is partly physical — transportation, energy, etc. — and partly institutional
— education; research and information on the economy; and institutional support
for industry organization (not for more lobbying, but to support cross-firm learning
and industry solutions to joint problems), regional planning, and labor-market
administration.The low-road discouragement would be a framework of law and
regulation effectively favoring the high road over the low — e.g., minimum wage
floors, environmental regulation, protection of workers’ right to organize. Without
such rules, firms that try to do “the right thing” — pay decent wages, respect worker
rights, avoid pollution — will forever be undercut by those that don’t. This is unfair
to those good firms — it gives bad firms an illegitimate source of competitive
advantage. And it imposes costs on the rest of us. A firm that grossly pollutes the
environment and doesn’t pay a living wage effectively gets a hidden public subsidy
— in environmental remediation or the provision of additional public services to
impoverished workers. But there is no reason the public should be paying, in this
way twice, for bad behavior. And there is certainly no reason why low-roading firms
should get explicit public subsidies, which they often do. Merely making these
visible, and getting rid of them, is a first step in the high-road direction.

What we need is a new social compact, in which business strives for the high road,
government helps it succeed without subsidizing its competition, and we all benefit
from the increased wealth that is created. It’s that simple. The greatest difficulty

is deciding to make this compact and stick by its rules. Wisconsin needs to make

the high-road choice, stick with that choice through difficulties it will inevitably
encounter, and revise tactics while keeping goals in mind — its eyes on the prize.

All the rest is details. Very important details, to be sure, but secondary to making that
big choice, after which an earnest discussion of implementation can get started.

As mentioned above, Grow Wisconsin provides a good starting point for that
discussion (www.wisgov.state.wi.us/docs/Doyle_Economic_Package.pdf ). And
much other good work has been done, here and in other states, that provides
recommendations, supporting analyses, case studies of reform, cautionary lessons,
different performance measures, design suggestions, and other useful tools for the
high-roading industry, organizer, or public servant.In the coming months, we at
COWS will be making a more determined effort to assemble such materials, making
them available on our website (www.cows.org). Look there, and at other sites
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reachable through there, especially after the election.You will find a lot of ideas and
practical suggestions.

In the meantime, based on the problems highlighted in this edition of The State of
Working Wisconsin, here are some specific initiatives that might be considered.

Industry Strategies, Starting with Manufacturing: High-road upgrading of
industry requires three things: (1) accurate information about the industry’s greatest
opportunities and challenges in getting on the high road; (2) discussions with a
wide range of representative firms in that industry to determine what they are
prepared to do,and what state supports they need, to realize these opportunities
and overcome these challenges; and (3) an agreement between industry and
government, with some means of monitoring performance on both sides. Call
doing these things an “industry strategy.” Developing such an industry strategy

is not about “picking winners and losers.” It's about taking what we have and
making it more high-road, about creating more winners of a certain kind.We have
the beginnings of such a strategy in some industries in Wisconsin — as a result of
progress in our cluster initiatives, printing and paper are two that come to mind

— but only a beginning.We should try to get all major industries organized in this
way, from financial services to food processing, dairy agriculture to construction,
education to the public sector of government itself. All of these industries have
training and upgrading problems; all could use new technology, better wages, more
productivity,and less waste. And in all of them, those things can be achieved.

But maybe the most natural place to start is in manufacturing, which is of huge
importance to the state and where we don’t have much of a strategy now.

Since most Wisconsin manufacturers supply to other manufacturers (“original
equipment manufacturers,” or OEMs) bigger than themselves, a natural focus for

a manufacturing strategy would be supplier upgrading. We should get some big
OEMs together and ask what they need from Wisconsin supplier firms to agree

to source work to them. Since these OEMs operate in several states in the Upper
Midwest, with supply chains that cross a manufacturing complex including lllinois,
Indiana, Ohio, and Michigan along with Wisconsin, this strategy would ideally be
regional in scope.But it can get started here in Wisconsin.

Sectoral Partnerships in Education and Training: One important support the
state can provide to high-roading firms is workforce education and training. We

do a lot of both now, of course, but typically not in a way that is driven directly by
employer needs, on the basis of a broad sectoral strategy embraced by a number
of firms. This can waste workers’ time and money by getting them training that is
not needed, and can waste taxpayer money by subsidizing training for firms that
are not representative of an industry or, in the worst case, have no commitment to
moving to the high road.These problems can be solved through high-road industry
partnerships involving groups of representative firms, labor,and area technical
college and/or university campuses.These partnerships give firms the training they
need, at a scale that can reduce per-unit costs; they give public training institutions
better information on what firms really need, and a larger market for their services
as they better serve their students; they give worker/students industry-wide rather
than firm-specific skills, which increases their bargaining power in labor markets;
and they give the public greater confidence that its tax dollars are being used
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effectively and efficiently. Better still, we already know that these partnerships work
since some of them have been built right here in Wisconsin — for example, the
Wisconsin Regional Training Partnership in Southeastern Wisconsin and the Jobs
With a Future Partnerships in South Central Wisconsin.We should replicate such
partnerships throughout the state.

Regional Economic Development: Our economy is organized by industry, and

by clusters of related firms within and across industries with common inputs and
customers. But it is also organized spatially, by region. Geography defines most
labor markets and most access to immobile public goods and infrastructure.
Commonly enough, it also defines industry concentrations, or large numbers of
like firms located in a given area — because of that area’s distinctive advantages
(e.g., waterways, a university) or simply the presence of other similar firms. It makes
sense, then, to organize much economic development regionally. This might begin
with the regional integration of workforce education and training assistance, or
with the integration of all economic development efforts in the region — or a large
critical mass of them, including transportation, energy, and land use controls. The
upcoming federal reauthorizations of the national transportation bill, the Workforce
Investment Act, and “welfare reform,” and the need in the state to prepare major
plans for local implementation of these measures, might provide another chance
to tackle this problem, repeatedly frustrated in the past by squabbling between
local units of government or representatives of different bureaucracies. This should
give the state unique leverage, through its control of federal dollars, to force the
discussion of regional integration. The state should use its power, carefully but
firmly, to get that discussion going, with time-limited mandates to establish regional
governance structures for regional planning and the awarding of development
assistance.

Higher Wage Floors: Still stuck at $5.15 an hour, the minimum wage is well below
its historic level. (In today’s dollars, it was better than $8 an hour a generation ago;
accounting for productivity, it should be closer to $12 today). It is also not nearly
enough to keep families out of poverty. At 2,080 hours of year-round work (52
weeks a year, 40 hours a week), a minimum-wage job yields only $10,712.This is

not just a wage earned by teenagers mowing lawns or working in fast-food joints
or retail clothing stores after school; in fact, most low-wage workers are adults,

and many have dependents.The Governor’s Minimum Wage Advisory Council has
recommended lifting the minimum to $6.50 by October 2005, a modest proposal
that the Wisconsin Department of Workforce Development estimates would benefit
some 200,000 Wisconsin workers. It's hard to think of a more direct way to begin
closing off the low road in Wisconsin, or — if it doesn’t happen, having already been
tied up in the legislature for months, and sure to be forestalled for at least several
more — a clearer indication that the state isn't serious about doing so.

Rebuilding Milwaukee: Perhaps the most sobering story from this report is the
vast inequality between black and white residents of the state, from educational
attainment to employment, poverty to incarceration. Milwaukee, home to most

of Wisconsin’s black population, is the natural site for a major jobs, training, and
“books not jails” state effort. If Wisconsin wants to get serious about black/white
inequality, the basic answer is straightforward: education and jobs.Through massive
intervention at the earliest possible age (small classes, intensive partnering with
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parents, integration of schools with the delivery of other human services), continuing
at least through the early high school years, we should dedicate ourselves to making
sure that the present generation of black children in Milwaukee gets a decent start in
life with a solid education. But we should not wait for the results of this.We should be
looking now for jobs programs for young adults, particularly black male adults, that
offer meaningful work, wide demand for the relatively unskilled, and opportunities for
advancement.The Apollo Alliance program to retrofit Milwaukee for energy efficiency,
which would pay for itself through energy savings, fits this bill. States like California

are already putting billions into this sort of program, and it could become a focus of
significant federal dollars as well. This would be a straightforward, and revenue-positive,
way for Wisconsin to get a lot of money into a distressed central city and begin to

heal some of the scars of race.While we're at it, we should explore the example now
being set by other states: to get more serious about drug treatment as an alternative

to incarceration, to revise mandatory sentencing laws, to get better at the “reentry”

of formerly incarcerated persons. Bottom line: we need a Milwaukee strategy every

bit as much as we need industry strategies, and strategies on regional labor market
administration. We need to recognize Milwaukee's importance to the rest of the state.
Well-organized metropolitan regions are the natural pillars of a high-road economy.
They can offer the concentrations of wealth to underwrite public goods that high-
roaders need.They can provide the increasing returns on investment that come from
firm and population density. And they are already home to most businesses on the high
road, and those — like declining unionized companies with high fixed costs — with the
clearest stake in getting on it. If we want to get on the high road as a state, we cannot
permit continuing decline in our major metropolitan area.

There is much more that could be done, and some things that must be done, for
Wisconsin to get on the high road.We need to build government capacity in certain
neglected areas — primarily research and technical assistance — so we can put
economic development discussions on a shared and accurate knowledge platform.
Here we might consider reinventing the “Wisconsin Idea,” and develop more than

a symbolic or arms-length relationship between our research institutions and state
government and industry.We need to get our fiscal house in order, and have a serious
discussion about finding revenue for legitimate state and local functions.That will likely
require that we “reinvent government”Wisconsin-style, with better budgeting and
administrative processes tied to more specific and measurable economic and social
goals.But inevitably, it will also require a more serious discussion than we have had

to date about finding the revenues needed to achieve those goals.We even need to
revisit campaign finance and other “democracy” reform, since a move to the high road
will invariably be attacked by some people with big money, and big money cannot be
allowed to determine our choices as a society.

But first and foremost, we must be clearer and more candid among ourselves about our
current problems, about what a high-road strategy to solve them will require, and about
whether we wish to pursue that strategy or not. All else follows from this choice.We can
strive again to be a model of democratic prosperity. This remains within our capacity,
but will require some work and the willingness to break with “business as usual.” Or we
can just let things continue to slide, and inevitably become poorer and less democratic.
That's the choice before us. It is really that simple and that hard.
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Data Sources and
Methodology

his edition of The State of Working Wisconsin relies on a broad range of
Tdata sources. The specific source (or sources) relied on for any given table

or figure is identified in the Table and Figure Notes. Here, we discuss those
sources for which some methodological detail and description are required.

Current Population Survey, Decennial
Censuses, and Unemployment Insurance
Records

Our primary source is annual compilations of the Current Population Survey

(CPS), which is conducted jointly by the U.S.Bureau of Labor Statistics and the
U.S.Bureau of the Census. From these, the National Bureau of Economic Research
(NBER) develops the CPS Outgoing Rotation Group (CPS-ORG) file, which contains
earnings questions only given to a subset of respondents. We relied on a version of
the CPS-ORG developed by the Economic Policy Institute (EPI) for almost all of our
tabulations and calculations. For unemployment and labor force participation, EPI
provided us with calculations based on data from the full sample of the CPS, not
the ORG subsample.

We base our analysis on CPS-ORG data because it is the best source for analyzing
state- and national-level wage trends. Unlike the “average wage” series produced
by the U.S. Department of Labor, CPS data permit calculation of individual hourly
earnings and the linkage of earnings to demographic characteristics such as race,
sex, and educational attainment.The CPS sample also includes a wide range of
workers and employment situations, and permits comparison between Wisconsin
workers and those elsewhere.

The sample used in our analysis for wage calculations includes all wage and salary
workers with valid wage and hour data. In the CPS, respondents can answer the
question regarding wages in one of two ways. If they are paid an hourly wage,
they simply report that wage, which is used in the analysis. If they are paid on a
salary basis, they report their weekly earnings and their usual hours of work in a
given week.To estimate their hourly wage, we then divide earnings by usual hours.
For wage estimates, we include all respondents between the ages of 18 and 64
(inclusive), but exclude the unincorporated self-employed. In the cases of labor
force participation and unemployment, we include all respondents aged 16 and
older. CPS demographic weights were applied to make the sample representative
of the population. All of this is standard in CPS analyses.



In 1994, the CPS altered its education question. Up until then, CPS respondents
were asked their highest grade completed. Since then, they have been asked the
highest degree received. While these two schemes are not perfectly comparable,
they provide reasonable consistency, especially given the broad educational
groups on which this analysis is based. Here, we group individuals into four
educational categories: high school dropouts, high school graduates, people
with some college, and college graduates. In the years before 1994, we assign
individuals with less than 12 years of schooling to the first category, those with
12 years to the second, those with 13-15 to the third, and those with 16 or more
to the fourth. For years after 1994, the assignment of those reporting high school
or college degrees is straightforward. Those who report no degree are classed as
dropouts, and those reporting any of a range of technical or associates degrees
are classed in the “some college” category, as are those who report having begun
college but not having completed it.

In addition to the CPS, we have used the U.S.Decennial Censuses and a sample of
Unemployment Insurance (Ul) records in our analysis. The latter is a five-percent
sample of wage records drawn from the Ul data files that are maintained by the
State of Wisconsin, Department of Workforce Development. A worker’s quarterly
wage record was included in this sample if he or she held that same job in

the previous and following quarters.This was done in order to ensure that the
quarterly earnings reported represent earnings for a full quarter of work, not just
some part of that quarter.

Real Median Wages

In general, we present trends in real median hourly wages.”Real” means inflation-
adjusted — in our case, through the Consumer Price Index Research Series Using
Current Methods, or CPI-U-RS.”Median” means the center of a distribution, with
exactly half the distribution above and half below it. The alternative expression of
average wage trends is in terms of an actual average, or “mean,” calculated simply
by taking all wages for a population and dividing by its number of members.

We prefer the median to the mean, on the grounds that the mean can mislead
because a few very high-earning outliers in the distribution can raise the mean

so that it does not represent the center of the distribution. In the comparison

of Wisconsin to the nation, moreover, the use of means unnaturally disfavors

us on grounds of which we should be proud: we have a comparatively equal
distribution of earnings, and so less opportunity for such upward distortion.
Compared to the rest of the nation, then, Wisconsin’s mean wages look worse than
our median wages do, but only because we have less inequality.
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Table and Figure Notes

Frequently Cited Sources

The following abbreviations are used throughout the table and figure notes.

CPS: U.S.Bureau of Labor Statistics and U.S. Bureau of the Census. Current
Population Survey, 1979-2003.We used a version provided by the Economic Policy
Institute.

EPI: Economic Policy Institute, Washington, D.C. (www.epinet.org).

Table Notes
Chapter 1

1.1

1.2

1.3

14

1.5

1.6

1.7

1.8

Employment and Employment Growth, Wisconsin and Peer States,
1979-2003. EPI analysis of Current Employment Statistics data from the
U.S.Bureau of Labor Statistics.

Unemployment Rates, Wisconsin and U.S.,2000-2003. EPI analysis of CPS
data.The numbers in the table are annual averages.

Underemployment Rates, Wisconsin and U.S., 2000-2003. EPI analysis of
CPS data.

Unemployment Insurance Recipiency and Exhaustion, Wisconsin and U.S.,
2000-2002. EPI analysis of U.S.Bureau of Labor Statistics data.

Wisconsin Employment and Average Weekly Wages, by Industry, 2002.
Wisconsin Department of Workforce Development.

Wage Differentials in“Job Gaining” vs.”Job Losing” Industries from
November 2001 to November 2003, Wisconsin and Peer States. EPI
analysis of Current Employment Statistics data from the U.S.Bureau of
Labor Statistics.

Wisconsin Job Gains and Losses and Average Pay, by Industry, November
2001 to November 2003. EPI analysis of Current Employment Statistics
data from the U.S.Bureau of Labor Statistics.

Average Health Insurance Coverage in Growing and Contracting
Industries, U.S., Wisconsin, and Peer States, Start of Recession (March 2001)
through March 2004. EPI's “Jobwatch” program (www.jobwatch.org).

Chapter 2

2.1

2.2

23

Population and Population Growth, U.S., Wisconsin, and Peer States,
1990-2003. U.S. Bureau of the Census. 1990 figures are from the Decennial
Census; 2003 figures are estimates.

Labor Force Demographics, Wisconsin and U.S., 1990 and 2003.EPI
analysis of CPS data.

Labor Force Participation Rates, Wisconsin and U.S., 2003. EPI analysis of
CPS data.



24 Median Income for Four-Person Families, U.S., Wisconsin, and Peer States,
1980-2002. EPI analysis of CPS Annual Economic and Demographic
Supplement.

25 Working Families, Poverty, Housing Costs, and Health Insurance, Wisconsin
and U.S. The first four rows in the table come from the Census 2001
Supplementary Survey; the final row comes from the Annual Economic and
Demographic Supplement to the CPS, 1999-2001.

2.6 Wisconsin State and Local Taxes by Income Group, 2002. Institute on
Taxation and Economic Policy. Data are for non-elderly taxpayers only.

Chapter 3

3.1 Median Hourly Wages by Sex and Race, Wisconsin and U.S., 1979-2003.
Authors’analysis of CPS data.

3.2 Median Hourly Wages for Full-Time Workers, Wisconsin and U.S., 1979-2003.
Authors’analysis of CPS data.

33 The Gender Gap in Wages: Ratio of Women'’s Median Hourly Wage to Men'’s,
Wisconsin and U.S., 1979-2003. Authors’ analysis of CPS data.

34 Wisconsin Median Hourly Wages by Industry, 1979-2002. Authors’ analysis
of CPS data.

3.5 Union Membership in Wisconsin, 1983-2003. Unionstats.com database,
which is described in Barry T. Hirsch and David A. MacPherson,”Union
Membership and Coverage Database from the Current Population Survey:
Note,” Industrial and Labor Relations Review, 56,no.2 (January 2003): 349-54.

Chapter 4

4.1 Share of Wisconsin Workers Earning Poverty Wages, 1979-2003. Authors’
analysis of CPS data.

4.2 Wisconsin Median Weekly Wages by Industry, and Distribution of Workers
by Industry and Wage Level, 2002. Authors’ analysis of CPS data.

43 Distribution of Wisconsin Workers by Selected Characteristics and Wage

Level, 2003. Authors’ analysis of CPS data.

Figure Notes
Chapter 1

1.1

Wisconsin Employment in Two Recessions, Relative to Start. U.S. Bureau of
Labor Statistics, Current Employment Statistics.

1.2 Unemployment, Wisconsin and U.S., 1979-2003. EPI analysis of CPS data.

13 Wisconsin Employment Relative to Start of 2001 Recession. U.S. Bureau of
Labor Statistics, Current Employment Statistics.

Chapter 2

2.1 Economic Growth, Wisconsin and U.S., 1969-2003. U.S. Bureau of Economic
Analysis.

2.2 Labor Force Participation by Sex, Wisconsin and U.S., 1979-2003.EPI
analysis of CPS data.

2.3 Poverty, Wisconsin and U.S., 1980-2002. U.S. Bureau of the Census.

2.4 Child Poverty, Wisconsin and U.S., 1980-2002. U.S. Bureau of the Census.
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2.5 Population Below Twice the Poverty Line, Wisconsin and U.S., 1980-2002.
U.S.Bureau of the Census.

2.6 Wisconsin State and Local Taxes by Income Group, 2002. Institute on
Taxation and Economic Policy. Data are for non-elderly taxpayers only.

Chapter 3

3.1 Median Hourly Wages, Wisconsin and U.S., 1979-2003. Authors’ analysis of
CPS data. Data shown in the figure are three-year moving averages.

3.2 Median Hourly Wages by Sex, Wisconsin and U.S., 1979-2003. Authors’
analysis of CPS data.Data shown in the figure are three-year moving
averages.

33 Distribution of Wisconsin Workforce by Sex and Industry, 2002. Authors’
analysis of CPS data.

34 Wisconsin Median Wage Gender Gap by Industry, 2002. Authors’ analysis of
CPS data.

3.5 Men'’s Median Hourly Wages, by Race, Wisconsin and U.S., 1979-2003.
Authors’analysis of CPS data. Data shown in the figure are three-year
moving averages.

3.6 Women’s Median Hourly Wages, by Race, Wisconsin and U.S., 1979-2003.
Authors’ analysis of CPS data. Data shown in the figure are three-year
moving averages.

3.7 Wisconsin Median Hourly Wages, by Sex and Education, 1979-2003.
Authors’analysis of CPS data. Data shown in the figure are three-year
moving averages.

3.8 Wisconsin Manufacturing Employment by Region, 1979-2000. Wisconsin
Department of Workforce Development.

Chapter 4

4.1 Share of Wisconsin Workers Earning Poverty Wages, 1979-2003. Authors’
analysis of CPS data. Data shown in the figure are three-year moving
averages.

4.2 The Persistence of Low Quarterly Earnings Over Time in Wisconsin. Authors’

analysis of Unemployment Insurance data provided by the Wisconsin
Department of Workforce Development.
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APPENDIX
Data by Wisconsin County

hroughout this edition of The State of Working Wisconsin, we present aggre-

gate data on a variety of economic indicators — that is, data that tells us

about the entire state. However, in many cases it is also possible to provide
information for individual Wisconsin counties.This helps fill out our picture of how
workers are doing in different parts of the state.

In the two tables that follow, we provide data for a select group of indicators

— such as unemployment rates and poverty rates — for each of the 72 counties
in Wisconsin.In Table 1, we present the data in an alphabetical list by county, so
readers can look up the counties they are most interested in.In Table 2, we present
the five top-ranked and five bottom-ranked counties for each of these indicators
— for example, we show which five counties had the most manufacturing
employment in Wisconsin in 2003, and which five counties had the least. For
purposes of comparison, each table also includes data for the entire state.

Following the tables, we provide a list of sources.



Table 1
Selected Data by Wisconsin County

Total Population Total Civilian Labor Force Labor Force Total Employment
% % Participation in Manufacturing*
change change Rate
2003 1990-2003 2000 2003 2000-03 2003 1990 2000 2003
Wisconsin 5,472,299 0.9% 2,869,236 3,078,254 2.4% 73.5% 558,157 615,239 505,817
Adams 20,567 2.1 8,522 8,403 -0.5 53.2 435 434 398
Ashland 16,651 0.2 8,502 8,429 -0.3 64.5 1,570 1,714 1,304
Barron 45,514 0.9 23,709 24,879 1.6 69.8 5,779 6,741 6,176
Bayfield 15,114 0.6 7,378 7,641 1.2 63.3 353 225 153
Brown 233,888 1.4 125,304 146,271 5.3 82.9 24,444 30,225 26,241
Buffalo 13,814 0.1 7,493 7,660 0.7 70.5 346 348 287
Burnett 16,242 1.7 7,316 7,993 3.0 61.5 901 1,064 990
Calumet 43,383 1.8 22,747 27,382 6.4 86.3 4,596 5,615 4,240
Chippewa 56,773 0.6 28,935 32,096 3.5 75.0 6,702 6,873 5,699
Clark 33,969 0.5 16,554 16,452 -0.2 66.6 2,086 3,094 2,818
Columbia 54,076 1.4 28,313 28,610 0.3 70.3 4,411 5,125 4,615
Crawford 16,949 0.5 8,670 10,193 5.5 77.6 1,403 2,006 1,634
Dane 449,378 1.6 255,838 287,140 3.9 82.4 25,455 31,683 26,809
Dodge 87,115 1.0 44,684 48,168 2.5 76.1 9,955 13,453 10,603
Door 28,402 0.8 14,695 16,571 4.1 71.5 3,247 2,139 1,724
Douglas 44,093 0.4 22,190 23,568 2.0 68.7 1,606 1,394 1,098
Dunn 41,114 1.0 22,415 23,808 2.0 74.2 1,687 2,220 2,231
Eau Claire 94,186 0.8 51,961 55,329 2.1 74.1 4,704 5,819 5,248
Florence 5,081 0.8 2,496 1,896 -8.8 46.0 200 265 258
Fond du Lac 97,833 0.6 53,683 57,219 2.1 75.6 13,555 14,381 12,355
Forest 9,938 1.0 4,379 5,136 5.5 67.4 371 501 333
Grant 49,368 0.0 26,329 25,652 -0.9 66.1 3,227 3,431 2,759
Green 34,280 0.9 18,810 18,278 -1.0 69.8 3,076 3,279 2,646
Green Lake 19,204 0.2 10,159 10,517 1.2 69.4 2,351 1,785 1,347
Iowa 23,288 1.1 13,133 14,509 3.4 82.0 626 743 654
Iron 6,727 0.7 3,150 3,406 2.6 60.0 189 458 329
Jackson 19,538 1.3 9,689 12,144 7.8 86.1 542 945 876
Jefferson 77,421 1.0 41,555 43,028 1.2 71.8 11,473 12,781 9,640
Juneau 25,029 1.1 12,068 10,724 -3.9 55.6 2,802 2,959 2,141
Kenosha 156,209 1.5 77,709 85,211 3.1 73.6 9,662 12,407 10,507
Kewaunee 20,455 0.6 10,984 10,870 -0.3 68.3 1,704 2,162 1,780
La Crosse 108,612 0.8 59,516 63,503 2.2 74.8 10,709 10,415 8,701
Lafayette 16,341 0.1 8,740 7,337 -5.7 58.9 682 631 436
Langlade 20,788 0.5 10,298 9,871 -1.4 59.8 1,462 1,827 1,478
Lincoln 30,076 0.8 15,346 14,973 -0.8 65.0 3,577 4,090 3,638
Manitowoc 82,065 0.2 44,578 44,336 -0.2 68.7 12,156 13,429 10,808
Marathon 127,168 0.7 69,190 77,395 3.8 79.0 15,040 19,378 17,915
Marinette 43,237 0.5 21,502 23,399 2.9 67.6 6,268 6,887 6,326
Marquette 14,853 1.4 7,002 7,079 0.4 59.2 915 1,186 1,217
Menominee 4,623 1.3 1,686 2,605 15.6 83.8 243 N/A N/A
Milwaukee 933,221 -0.2 469,257 487,689 1.3 68.0 108,561 88,236 66,215
Monroe 41,796 1.0 20,802 21,807 1.6 69.4 2,953 3,538 3,262
Oconto 36,904 1.5 18,404 16,361 -3.8 57.1 2,835 3,224 2,451
Oneida 37,187 1.2 18,311 21,775 5.9 72.9 2,077 2,139 1,453
Outagamie 167,411 1.4 88,426 107,368 6.7 85.9 19,433 20,676 17,983
Ozaukee 84,772 1.2 45,219 48,876 2.6 76.2 9,371 12,710 10,105
Pepin 7,383 0.3 3,748 3,201 -5.1 56.4 93 164 N/A
Pierce 37,872 1.1 22,125 21,467 -1.0 73.5 1,221 1,256 836
Polk 43,270 1.7 21,383 23,817 3.7 72.7 2,309 4,521 3,664
Portage 67,386 0.7 37,932 39,455 1.3 73.1 5,577 6,230 5,364
Price 15,401 -0.1 7,886 7,186 -3.1 57.0 3,028 2,448 2,402
Racine 192,284 0.7 96,861 94,556 -0.8 66.5 26,452 23,966 19,614
Richland 18,193 0.3 9,330 8,779 -2.0 62.4 1,419 1,788 1,782
Rock 154,794 0.8 80,881 78,986 -0.8 67.1 18,397 18,940 15,278
Rusk 15,268 0.1 7,468 7,026 -2.0 58.3 1,705 2,260 1,983
St. Croix 71,155 2.7 35,842 38,826 2.7 79.3 4,100 7,562 5,400
Sauk 56,432 1.4 30,374 37,554 7.3 86.5 5,843 7,028 6,539
Sawyer 16,713 1.3 7,709 10,414 10.5 81.9 574 800 503
Shawano 41,050 0.8 20,824 21,156 0.5 65.9 2,148 2,499 2,201
Sheboygan 113,376 0.7 61,064 64,674 1.9 73.1 21,809 26,916 22,972
Taylor 19,539 0.3 10,371 11,217 2.6 74.2 2,769 3,415 2,864
Trempealeau 27,306 0.6 14,538 14,970 1.0 71.8 3,819 5,281 4,786
Vernon 28,496 0.8 13,682 14,684 2.4 68.1 753 816 744
Vilas 22,041 1.7 9,869 11,755 6.0 66.8 683 593 472
Walworth 96,812 2.0 51,861 56,508 2.9 77.8 7,606 9,820 8,527
Washburn 16,466 1.4 7,608 8,437 3.5 64.7 798 1,158 957
Washington 122,241 1.9 66,496 70,153 1.8 76.1 12,550 16,473 13,614
Waukesha 374,079 1.6 200,991 217,462 2.7 77.2 43,247 55,192 47,645
Waupaca 52,564 1.0 26,326 27,477 1.4 69.5 5,370 6,453 4,920
Waushara 23,623 1.5 11,279 12,112 2.4 65.0 352 767 804
Winnebago 158,500 0.9 85,820 101,210 5.7 82.8 27,966 32,689 23,870
Wood 75,402 0.2 39,321 41,625 1.9 70.5 10,253 9,622 7,530

* Due to recent changes in how the federal government classifies industries, data are not comparable between 2000 and 2003.
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Table 1 (cont.)

Unemployment Median Annual Median Earnings % of
Family Income F-T Year-Round female- % of
% of F-T headed children
% change workers with households under 18
March 1989-99 Male Female poverty earnings in poverty in poverty
2001 1999 (1999 $) 1999 1999 2000 1999 1999
Wisconsin 5.2% $52,911 12.3% $37,062 $25,865 29.3% 21.7% 10.8%
Adams 6.5 6.6 39,164 17.6 32,149 21,907 57.0 6.7 21.5 14.0
Ashland 9.5 9.9 39,531 18.3 30,008 20,028 46.1 7.8 29.3 13.2
Barron 8.5 8.7 43,367 19.0 30,523 20,962 36.2 6.0 23.0 10.2
Bayfield 8.8 9.7 39,774 18.0 31,699 21,731 44.4 9.2 33.8 16.4
Brown 4.0 5.4 56,194 12.7 37,525 25,460 28.3 4.6 19.1 7.8
Buffalo 5.7 6.9 44,534 18.6 29,396 21,246 30.4 5.3 20.1 7.9
Burnett 6.1 7.7 40,372 26.8 31,677 21,995 49.3 5.7 22.7 11.6
Calumet 4.0 5.0 58,654 16.2 39,729 26,321 34.7 2.6 15.6 4.3
Chippewa 7.4 7.8 46,460 13.6 31,605 22,314 31.3 5.9 19.4 11.0
Clark 11.6 9.2 40,941 14.8 28,261 20,727 38.3 8.6 22.9 17.9
Columbia 6.4 7.3 52,540 17.9 35,461 25,142 36.2 3.3 11.8 5.6
Crawford 7.3 7.7 41,540 20.9 28,788 19,761 52.7 7.2 24.3 12.8
Dane 2.3 3.1 62,964 12.8 39,056 30,062 24.7 4.0 16.2 7.2
Dodge 5.4 6.5 52,205 16.1 35,450 24,610 30.6 3.7 13.0 6.1
Door 8.2 10.7 48,460 16.7 31,596 22,009 44.2 4.4 15.2 8.9
Douglas 6.4 7.3 43,813 18.9 34,584 22,268 38.8 7.6 24.5 13.3
Dunn 5.4 6.5 47,247 18.7 31,546 22,060 42.6 6.3 24.3 11.6
Eau Claire 4.5 4.8 50,737 16.3 33,552 23,480 32.4 5.0 21.3 9.1
Florence 9.0 9.2 40,840 14.1 30,862 20,497 43.8 6.8 36.6 11.8
Fond du Lac 5.0 5.7 53,325 15.9 36,615 23,270 28.7 3.5 18.8 5.7
Forest 9.1 9.5 38,978 42.2 29,081 20,161 46.2 8.8 23.8 16.9
Grant 8.2 6.7 43,428 9.7 29,062 20,885 45.4 6.1 18.0 12.6
Green 6.5 6.5 50,521 15.2 32,411 23,948 37.1 3.3 12.1 4.8
Green Lake 7.3 8.7 46,969 15.5 32,125 21,990 42.0 3.8 10.3 8.6
Iowa 5.8 5.6 49,972 22.9 31,234 23,762 27.9 5.0 13.4 7.5
Iron 9.0 10.9 36,482 23.0 28,994 20,854 37.7 7.6 24.9 15.1
Jackson 8.0 6.6 43,548 24.5 29,067 20,044 25.9 5.4 13.8 10.0
Jefferson 4.4 6.1 53,953 12.3 36,241 24,688 32.6 3.7 12.7 6.5
Juneau 11.0 11.0 41,421 17.3 30,964 21,628 43.4 7.4 22.7 12.3
Kenosha 5.1 6.0 56,525 18.0 40,929 27,371 29.9 5.4 19.3 9.4
Kewaunee 5.0 7.2 50,216 14.6 32,297 22,265 34.8 4.4 14.3 5.7
La Crosse 4.6 5.0 50,380 10.8 34,441 23,393 30.8 5.3 21.4 9.3
Lafayette 7.6 8.4 44,326 14.9 27,929 22,185 46.6 6.2 16.4 12.0
Langlade 9.1 9.8 41,512 22.0 29,773 20,349 39.1 7.6 32.2 12.6
Lincoln 7.7 9.5 47,469 20.6 32,321 21,993 41.0 4.5 18.6 7.9
Manitowoc 6.1 9.3 51,995 17.3 36,032 24,072 31.4 3.7 16.2 7.5
Marathon 5.7 5.1 52,632 12.0 34,858 24,939 27.8 4.3 16.1 8.5
Marinette 8.1 8.3 42,356 12.9 32,364 21,438 38.6 5.6 19.8 10.0
Marquette 11.2 10.8 40,916 14.3 30,700 22,169 41.3 4.8 15.1 8.4
Menominee 9.7 10.3 28,385 42.7 22,683 21,382 19.4 4.8 47.8 39.6
Milwaukee 5.2 6.9 47,175 3.3 36,844 27,463 25.4 1.7 30.7 23.3
Monroe 5.2 5.5 43,835 11.3 30,444 21,710 43.5 8.4 27.4 17.0
Oconto 7.7 11.3 46,846 27.6 33,835 22,771 42.3 4.7 17.7 8.3
Oneida 7.6 8.7 44,293 18.6 34,726 22,250 37.4 5.3 22.5 8.2
Outagamie 4.3 5.8 57,464 11.7 40,319 25,815 27.2 2.9 13.2 5.5
Ozaukee 2.8 4.6 72,547 13.5 50,044 30,476 33.5 1.7 5.0 2.6
Pepin 8.8 10.0 45,391 20.6 30,695 21,332 45.2 5.8 26.6 13.4
Pierce 4.8 7.0 58,121 21.3 36,781 26,193 46.5 3.1 10.8 5.0
Polk 8.8 9.1 48,538 24.0 35,368 22,920 38.6 4.6 17.4 7.8
Portage 5.6 5.9 53,446 13.9 36,804 24,156 31.4 4.4 21.7 8.1
Price 9.8 7.4 42,837 15.0 32,181 21,705 38.8 5.7 20.3 11.7
Racine 11.0 8.0 56,331 10.4 41,060 26,842 25.9 5.8 23.3 11.5
Richland 7.1 6.6 41,705 18.7 28,908 20,727 37.2 7.2 21.7 13.4
Rock 6.5 6.9 53,380 11.6 38,490 25,646 31.6 5.1 18.8 9.1
Rusk 9.9 11.8 38,359 24.0 27,368 21,552 38.9 7.9 28.3 14.7
St. Croix 6.0 8.7 63,816 13.5 41,714 29,696 36.5 2.4 9.8 3.9
Sauk 4.9 5.6 49,091 16.2 32,986 22,651 36.0 4.8 18.7 8.8
Sawyer 8.9 9.1 38,843 34.0 30,233 21,270 49.2 9.9 25.3 16.1
Shawano 6.6 6.5 43,940 13.8 31,652 21,501 39.7 5.8 18.7 10.2
Sheboygan 3.6 5.0 53,984 9.5 37,410 25,432 22.2 3.7 16.3 6.7
Taylor 10.3 8.7 46,176 17.9 30,121 23,001 46.8 6.2 15.9 12.2
Trempealeau 8.2 8.3 45,369 18.4 29,276 21,519 41.3 4.9 16.0 9.3
Vernon 7.4 6.9 40,666 14.4 28,970 20,635 54.0 9.0 23.5 22.8
Vilas 9.4 9.7 40,876 26.8 30,296 21,903 42.9 5.8 17.7 11.5
Walworth 4.1 4.9 55,310 14.0 37,452 25,052 33.7 4.6 17.9 8.4
Washburn 9.2 9.5 40,486 24.3 30,756 20,566 43.2 6.6 21.2 12.1
Washington = 4.2 5.5 63,542 12.1 42,234 27,209 30.1 2.6 11.2 4.1
Waukesha 3.3 4.7 71,773 8.8 49,232 31,643 25.0 1.7 8.8 3.0
Waupaca 5.8 7.1 48,837 14.9 35,002 22,149 41.7 4.7 21.8 7.6
Waushara 7.1 7.2 42,416 21.2 31,616 21,405 48.5 5.3 13.9 10.6
Winnebago 3.5 5.0 53,932 12.1 37,242 25,513 27.4 3.8 15.9 6.6
Wood 7.5 7.5 50,798 8.2 36,344 23,990 26.7 4.4 18.8 7.4
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Table 2

Selected Data by High- and Low-Ranking Wisconsin Counties

Indicator Wisconsin

Top Five Counties

Bottom Five Counties

Total Population

2003 5,472,299 Milwaukee 933,221 Forest 9,938
Dane 449,378 Pepin 7,383
Waukesha 374,079 Iron 6,727
Brown 233,888 Florence 5,081
Racine 192,284 Menominee 4,623
% change, 1990-2003 0.9% St. Croix 2.7% Lafayette 0.1%
Adams 2.1 Rusk 0.1
Walworth 2.0 Grant 0.0
Washington 1.9 Price -0.1
Calumet 1.8 Milwaukee -0.2
Total Civilian Labor Force
2000 2,869,236 Milwaukee 469,257 Forest 4,379
Dane 255,838 Pepin 3,748
Waukesha 200,991 Iron 3,150
Brown 125,304 Florence 2,496
Racine 96,861 Menominee 1,686
2003 3,078,254 Milwaukee 487,689 Forest 5,136
Dane 287,140 Iron 3,406
Waukesha 217,462 Pepin 3,201
Brown 146,271 Menominee 2,605
Outagamie 107,368 Florence 1,896
% change, 2000-03 2.4% Menominee 15.6% Oconto -3.8%
Sawyer 10.5 Juneau -3.9
Jackson 7.8 Pepin -5.1
Sauk 7.3 Lafayette -5.7
Outagamie 6.7 Florence -8.8
Labor Force Participation Rate
2003 73.5% Sauk 86.5% Price 57.0%
Calumet 86.3 Pepin 56.4
Jackson 86.1 Juneau 55.6
Outagamie 85.9 Adams 53.2
Menominee 83.8 Florence 46.0
Total Employment in Manufacturing*
1990 558,157 Milwaukee 108,561 Buffalo 346
Waukesha 43,247 Menominee 243
Winnebago 27,966 Florence 200
Racine 26,452 Iron 189
Dane 25,455 Pepin 93
2000t 615,239 Milwaukee 88,236 Adams 434
Waukesha 55,192 Buffalo 348
Winnebago 32,689 Florence 265
Dane 31,683 Bayfield 225
Brown 30,225 Pepin 164
2003% 505,817 Milwaukee 66,215 Forest 333
Waukesha 47,645 Iron 329
Dane 26,809 Buffalo 287
Brown 26,241 Florence 258
Winnebago 23,870 Bayfield 153

* Due to recent changes in how the federal government classifies industries, data are not comparable between 2000 and 2003.

T Data were not available for Menominee County.

* Data were not available for Menominee and Pepin counties.
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Table 2 (cont.)

Indicator Wisconsin

Top Five Counties

Bottom Five Counties

Unemployment Rate

March 2001 5.2% Clark 11.6% Sheboygan 3.6%
Marquette 11.2 Winnebago 3.5
Juneau 11.0 Waukesha 3.3
Racine 11.0 Ozaukee 2.8
Taylor 10.3 Dane 2.3
March 2004 6.2% Rusk 11.8% Walworth 4.9%
Oconto 11.3 Eau Claire 4.8
Juneau 11.0 Waukesha 4.7
Iron 10.9 Ozaukee 4.6
Marquette 10.8 Dane 3.1
Median Annual Family Income
1999 $52,911 Ozaukee $72,547 Forest $38,978
Waukesha 71,773 Sawyer 38,843
St. Croix 63,816 Rusk 38,359
Washington 63,542 Iron 36,482
Dane 62,964 Menominee 28,385
% change, 1989-99 12.3% Menominee 42.7% Grant 9.7%
(in 1999 dollars) Forest 42.2 Sheboygan 9.5
Sawyer 34.0 Waukesha 8.8
Oconto 27.6 Wood 8.2
Burnett 26.8 Milwaukee 3.3
Median Earnings, Full-Time Year-Round
Male workers, 1999 $37,062 Ozaukee $50,044 Crawford $28,788
Waukesha 49,232 Clark 28,261
Washington 42,234 Lafayette 27,929
St. Croix 41,714 Rusk 27,368
Racine 41,060 Menominee 22,683
Female workers, 1999 $25,865 Waukesha $31,643 Langlade $20,349
Ozaukee 30,476 Forest 20,161
Dane 30,062 Jackson 20,044
St. Croix 29,696 Ashland 20,028
Milwaukee 27,463 Crawford 19,761
Poverty
% of full-time workers with 29.3% Adams 57.0% Milwaukee 25.4%
poverty earnings, 2000 Vernon 54.0 Waukesha 25.0
Crawford 52.7 Dane 24.7
Burnett 49.3 Sheboygan 22.2
Sawyer 49.2 Menominee 19.4
% of families in poverty, 5.6% Menominee 24.8% Calumet 2.6%
1999 Milwaukee 11.7 Washington 2.6
Sawyer 9.9 St. Croix 2.4
Bayfield 9.2 Ozaukee 1.7
Vernon 9.0 Waukesha 1.7
% of female-headed 21.7% Menominee 47.8% Pierce 10.8%
households in poverty, 1999 Florence 36.6 Green Lake 10.3
Bayfield 33.8 St. Croix 9.8
Langlade 32.2 Waukesha 8.8
Milwaukee 30.7 Ozaukee 5.0
% of children under 18 10.8% Menominee 39.6% Calumet 4.3%
in poverty, 1999 Milwaukee 23.3 Washington 4.1
Vernon 22.8 St. Croix 3.9
Clark 17.9 Waukesha 3.0
Monroe 17.0 Ozaukee 2.6
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Appendix Table Notes

The following abbreviations are used below:

Census: U.S.Bureau of the Census (http://www.census.goy)

Census 2000: U.S. Bureau of the Census. Census 2000 Summary File 3 (SF3)
— Sample Data, Detailed Tables

DWD: Wisconsin Department of Workforce Development
(http://www.dwd.state.wi.us)

Total Population
2003: Census. Annual Estimates of the Population for Counties.
Percent change, 1990-2003: Calculated by authors using 2003 and 1990 Census data.

Total Civilian Labor Force

2000: Census. Wisconsin QuickFacts.

2003:DWD. Local Area Unemployment Statistics. Not seasonally adjusted.
Percent change, 2000-03: Calculated by authors.

Labor Force Participation Rate
2003: Estimates created by Office of Economic Advisors, DWD, July 2004.

Total Employment in Manufacturing

1990: DWD, Employment, Wages, and Taxes Due Covered by Wisconsin’s U.I. Law, 1990.
2000: DWD, Employment, Wages, and Taxes Due Covered by Wisconsin’s U.I. Law, 2000.
2003:"Quarterly Census of Employment and Wages,” Bureau of Workforce
Information, DWD, June 2004.

Unemployment Rate
March 2007: DWD. Local Area Unemployment Statistics. Not seasonally adjusted.
March 2004: DWD. Local Area Unemployment Statistics. Not seasonally adjusted.

Median Annual Family Income

1999: Census 2000.

Percent change, 1989-99: Calculated by authors using 2000 and 1990 Census data (in
1999 dollars).

Median Earnings, Full-Time Year-Round
Male workers, 1999: Census 2000.
Female workers, 1999: Census 2000.

Poverty

Percent of full-time workers with poverty earnings, 2000: Authors’ analysis, Wisconsin
Unemployment Insurance Records, 2000.

Percent of families in poverty, 1999: Census 2000.

Percent of female-headed households in poverty, 1999: Census 2000.

Percent of children under 18 in poverty, 1999: Census 2000.
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