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U sing a variety of data on wages, family incomes, taxes, unemployment, and wealth
and poverty, The State of Working Wisconsin 1998 examines the impact of today’s
economy on the living standards of Wisconsin workers and their families.

Throughout, we try to put current Wisconsin experience in perspective —  through
comparisons to national experience and Wisconsin’s own economic past.

The picture that emerges is mixed, but on balance profoundly disturbing.

In recent years, Wisconsin economic growth, compared to the nation’s, has been
exceptionally strong. During the record-long national economic expansion of the 1990s, our
per capita income grew 9.4 percent, almost 60 percent faster than its 5.9 percent increase
nationally. Unemployment here has also been exceptionally low: in 1997, at 3.7 percent, the
7th lowest in the nation. Median wages and four-person family incomes are also recently up
—  again in ways that compare favorably to national trends and averages. Over 1989–96,
Wisconsin ranked 8th in the nation in the growth of average weekly wages, and 5th in the
annual growth of four-person median family income. And while the wage of the median
individual U.S. worker declined over 1989–97 (at -0.7 percent a year), here they have
increased.

That is the good news. The bad news is that the recent wage increases have been
trivial, and leave average workers making less than they did 20 years ago; increases in family
income since the late 1970s also owe entirely to increases in hours worked —  a strategy that
cannot be indefinitely sustained; the share of Wisconsin jobs paying exceptionally low wages
has dramatically increased; and inequality is growing rapidly —  especially during the recent
boom. Wisconsin workers and their families are struggling to cope with an economy that
demands more work but delivers less promise than it did a generation ago.

Among the facts that support this conclusion (all money values are inflation adjusted,
and expressed in 1997 dollars):

• Over 1989–97, even during the long economic expansion, Wisconsin median wages
grew on average only 0.4 percent a year. That was one-sixth the 2.3 percent annual
increase in average wages the U.S. historically maintained before the mid-1970s,
and insufficient to make up for Wisconsin wage declines since that time. Today, the
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Wisconsin median hourly wage ($10.63) is still 8.4 percent below its 1979 level
($11.61). The increase over 1989–97 was a mere 28 cents an hour —  less than a
nickel a year on average.

• Wisconsin’s 8.4 percent median wage decline over 1979–97 is 50 percent faster
than the 5.3 percent national decline over the same period, resulting in a fall in
the state’s relative wage standing. In 1979 median wages in Wisconsin were 5
percent above the national level; by 1997 they were just 1 percent above. Over the
same period, “average” Wisconsin wages dropped from 93 to 88 percent of the
national “average” wage.

• For large groups of Wisconsin workers, the wage picture is still worse. Among full-
time Wisconsin workers, wages fell 10 percent over 1979–97 —  twice as fast as
their national cohort. Among all Wisconsin men, they fell 17 percent —  again
faster than nationally. Among black men, they dropped 33 percent —  twice the
national rate. And they fell for all of the 75 percent of the working population
(including men and women) without college degrees: 27 percent for high school
dropouts, 14 percent for high school graduates, and 9 percent for those with 1–3
years post high school education (though this last group posted an increase over
1989–97).

• The wages of Wisconsin women improved over the period, but the increases were
below national averages, and very small. Over the 1979–97 period, the median
female wage in the state rose just 4.7 percent, from $8.84 to $9.25 —  41 cents
over two decades, or about two pennies a year. Looking at the ratio of female/male
average earnings, the so-called “gender gap” in wages, shows some decline in that
gap over the period, but this owes almost entirely to the decline in male earnings,
not the increase in women’s wages. If average wages for men had remained at their
1979 level, women’s increased earnings since then would have closed the gap by
only 2 percentage points —  to 60 percent. At this rate of progress, the Wisconsin
gender gap will not be closed for another 400 years!

• Combined in two parent families with children, falling men’s wages and stagnating
women’s wages did result in an increase in family incomes. Nationally, four-person
family income is up 9 percent from 1979; in Wisconsin, it is up 6 percent, or two-
thirds as much. This small increase, however, implies annual rates of growth less
than a fifth of those of a generation ago, and owes entirely to increased work effort.
Nationally, over the period, we know that the average married couple with children
increased their annual hours worked by 19 percent —  to about 3850 hours a year.
We estimate that the typical married couple in Wisconsin increased them even
more. Had Wisconsin men and women’s wages remained at their 1979 level, such
a couple would have seen their annual income rise 13 (not 6) percent over 1979–
97 —  or about $3,400 more than it did.

• The share of Wisconsin jobs paying extremely low wages has also increased over
the period. While ebbing somewhat in recent years, the share of Wisconsin jobs
paying $8.20 an hour or less —  insufficient to lift a full-time worker above the
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poverty line for a family of four —  grew by about a fifth over 1979–97, from 26 to
31 percent. Among full-time workers, the increase was even faster, jumping by
more than a third (from 14.9 to 20.3 percent). This outpaced the national increase
in “poverty wage” jobs over the period.

• A growing number of working Wisconsin families, indeed, are literally poor —
living below the family-size-adjusted poverty line. Since the late 1970s, the share
of working families who are officially “poor” in this sense has increased by more
than 70 percent (from 4.6 to 7.9 percent), far outpacing increases nationally.

• At present, better than half a million Wisconsinites live in poverty, up from less
than 400,000 two decades ago. And since the late 1970s, the poverty rate among
Wisconsin children has increased 50 percent (from 10.4 to 15.1 percent) —  better
than half again as much as the national increase over the same period.

• Finally, as might be expected from these wage and income figures, income
inequality in Wisconsin is growing. Using the ratio of the income of the top and
bottom fifth of families as our measure, inequality has increased some 18 percent
since the late 1980s alone —  some 50 percent faster than it did nationally. If the
trend continues, Wisconsin will be about a third less equal at the end of this
decade than it was at its beginning. Perversely, Wisconsin’s tax system compounds
such inequality, imposing twice the tax rate on the bottom 20 percent of families
(13.6 percent) as it does on the top 1 percent (6.4 percent).

Despite these distressing trends, Wisconsin retains enormous strengths as an
economy and a community. Our work ethic is more than alive and well, and workforce
educational attainment has increased dramatically in recent years. Our industrial base is
diverse, and boasts many vibrant new sectors of high-wage growth. While poverty and
inequality have increased, they remain well below national levels. As a state, in short, we are
well positioned to improve our economy’s performance for workers and their families. The
chief question before us is simply whether, as a state, we will summon the will to do so.
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1. Wisconsin in Perspective

A record-long national economic expansion has brought U.S. unemployment rates
down below 5 percent, dropped annual inflation below 2 percent, and driven
corporate profits and stock prices to record highs —  all while doing very little to

improve the position of American workers and their families. That lack of improvement
continues a generation of troubled economic times for working Americans, a generation
unique in our history. Over 1896–1973, American workers enjoyed real (inflation adjusted)
wage increases averaging 2.3 percent annually —  a rate that implies a doubling of living
standards every 30 years. But since 1973, real wages have fallen.

It is not that Americans are not working hard. To the contrary, we are working more
than ever before —  with among the highest rates of labor force participation, and the longest
average working year, in the advanced industrialized world. Nor is it that American workers
are unproductive. Our productivity is the highest in the world, and better than 30 percent
greater than it was 25 years ago. Nor is it that new wealth is not being generated. Over 1979–
94 alone, national income rose more than $4,400 per American family.

Rather, and simply, it is that most workers and their families are not sharing as they
once did in our national economic prosperity. Despite the past two years of real wage
increase, average wages remain below their level of a generation ago. Despite massive
increases in working hours, median household income remains below its level of the late
1970s or 1980s. One reason is that the distribution of economic gain is horribly skewed. Of
the 1979–94 increase in income, for example, fully 99 percent went to the top five percent of
the income distribution, and most of that went to the top one percent. This break with the
past is shown quite clearly in Figure 1.1. We have moved from being a society in which “a
rising tide lifts all boats” to one that mostly just lifts yachts.

At odds with our own history, this experience is also at odds with that of other
nations. While wages declined in the U.S. over the past generation, in Europe they grew at the
2-3 percent annual rate the U.S. once boasted; in Japan they grew faster still. And inequality
in the U.S., the greatest in the developed world, is now 2–3 times greater than in other rich
capitalist countries. Reflecting both differences, the relative standing of our low-wage
workers at the bottom of our income distribution has dramatically declined. Today, for
example, the bottom tenth of American workers make, in real terms, about 40 percent of
their counterparts in Germany.
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Where are Wisconsin workers and families in this picture? Are we doing better or
worse than these national averages; better or worse than our own recent past? What are the
trends in wages and income in our state? How equally are we sharing the fruits of growth?
How badly off are our poorest workers?

The State of Working Wisconsin is our attempt to answer these questions. Drawing on
a wide variety of data on family incomes, taxes, wages, unemployment, and poverty, it
examines the impact of today’s economy on Wisconsin workers and working families.

The first edition of The State of Working Wisconsin was issued in early 1996 and
relied on data current through 1993. In that report, we found many of the distressing
national trends in worker well-being also evident in Wisconsin. Indeed, we found that in
many ways Wisconsin workers had been more badly hit by these trends than workers
nationally. So, for example, over 1979–93, average real hourly wages declined 3.2 percent

Source: Economic Policy Institute.

Figure 1.1
U.S. Family Income, Average Annual Change, by Income Fifth
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nationally —  bad enough, but in Wisconsin they fell 8.6 percent, or nearly three times as fast.
Nationally, over the same period, women’s average wages rose 9 percent; but in Wisconsin
they rose just 4 percent, or at less than half the rate. Nationally, the ratio of black to white
worker earnings dropped, widening the “race gap” in wages; but in Wisconsin, the race gap
among women increased three times faster than nationally, and among men it increased six
times faster. Nationally, the share of children living in poverty increased 38 percent; but in
Wisconsin, it increased 84 percent, or better than twice as fast. And so on.

In this edition of State of Working Wisconsin —  which relies on data current through
1996 and in some cases 1997 —  we are happy to report some better news. The last few years
of expansion have positively affected earnings; in some areas Wisconsin is a national leader
in their rebound. Over 1989–96, for example, Wisconsin ranked 8th in the nation in the
growth of average weekly wages and 5th in the annual growth of median income for four-
person families. And while the wages of the median U.S. worker declined over 1989–97 (at -
0.4 percent a year), in Wisconsin they grew, if very slightly. Reflecting these trends, income
for four-person families in Wisconsin is now a bit above its 1979 level.

As welcome as this news is, however, the economic data still show tougher times than
a generation ago for most workers and their families. While median wages in Wisconsin have
stopped declining, they are still 8 percent below their level of 20 years ago. While we’ve
recently been a leader in the growth of weekly wages, that growth has been extremely modest
—  0.3 percent a year over 1989–96 —  and leaves those wages below their 1979 level as well.
While we’ve also been a national leader in the growth of median four-person family income,
that growth has only been at 0.5 percent a year —  about a fifth of its postwar average —  and
is due entirely to a much faster growth in the number of hours worked. Summing up, we
might say that Wisconsin has “turned a corner” in the last few years on wages, but only in the
sense that we have stopped the bleeding —  and then only after several years of record-low
unemployment. We are still nowhere near our historic rates of wage and earnings growth.
Without improvement in job quality and wages in the state, this spells stagnant living
standards in the future.

In succeeding chapters, we will examine these and other wage and income trends in
much greater detail. As introduction and background to that discussion, however, we use the
rest of this chapter to put “Wisconsin in perspective” —  providing a sketch of the basic
industrial structure of the state, its performance on a variety of conventional measures of
economic strength, and the degree to which the benefits of that performance are equitably
shared.

Wisconsin Industrial Structure

To begin with the basics, Wisconsin’s economy, in its physical structure and income
results, sits right in the middle of state economies in the U.S. We are 26th in the nation in our
land area and 24th in population density —  suggesting that we face the same phenomena of
suburbanization and sprawl as most states. We are 18th in total population and 19th in gross
state product —  indicating average productivity. And we are 27th in average annual pay and
26th in average weekly wages —  indicating that we are right in the middle of the United States
on earnings.
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The state’s workforce numbers about 3 million. Table 1.1 indicates the current
distribution of employment, by sector, of the 2.5 million covered by unemployment
insurance. It shows, as is the case nationally, that our economy is dominated by services of
different kinds, though it also shows a very large manufacturing sector. On average, service
jobs pay $415 a week (about $20,000 a year), while manufacturing pays $620 —  about half-
again as much. Looking at all sectoral wages, manufacturing stands out as our largest high-
wage sector. Average wages there are about 30 percent above the average state wage.

Table 1.2 shows Wisconsin and U.S. changes in the sectoral distribution of
employment over 1979–96. It records the growth of service employment in the state, while
again underscoring the relative importance of manufacturing. On service employment, note
in particular that “professional and related” service industry jobs —  which in some instances
pay substantial wages —  now exceed manufacturing in total employment, and are indeed the
largest sector in the state. Over the period, their 6 percentage point growth in Wisconsin
substantially exceeds their 4.4 percent growth nationally. On manufacturing, note that the 25
percent share of Wisconsin jobs in manufacturing is about 40 percent greater than the 18
percent national share, and that the 20-odd percent decline in that share in Wisconsin over
1979–96 is lower than the 30 percent national decline. Both sectoral developments suggest
important structural economic strengths on which we can build.

Table 1.1
Wisconsin Employment, Wages and Number of Establishments, by Industry, 1995

(workers covered by unemployment insurance)

Industry Employment Weekly Wage Establishments

Agriculture, Forestry, Fishing 22,300 $356.19 2,826
Mining 2,478 676.36 169
Construction 99,167 584.34 14,699
Manufacturing 601,631 620.71 10,802
Transportation, Communications, & Public Utilities 114,637 562.94 6,838
Wholesale Trade 127,533 605.71 12,486
Retail Trade 461,612 239.87 28,937
Finance, Insurance, & Real Estate (FIRE) 134,427 577.40 11,104
Services 581,304 414.59 41,947
Government 333,984 550.92 6,623

TOTAL 2,479,226 $482.48 136,471

Source:  Wisconsin Department of Workforce Development.
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But also remember that the distribution of earnings in “professional and related
services,” while on average higher than service jobs generally, is very uneven. The challenge
in this area is to connect lower-paid members of that sector to job opportunities at the
higher end. And note that Wisconsin manufacturing, while containing hundreds of “world
class” firms, appears to contain more than its share of relatively low-end ones. Table 1.3
shows that Wisconsin’s share of total U.S. manufacturing employment is 3.4 percent, but that
our share of value added, total shipments, and exports —  the first two important measures
of productivity, the last a measure of international competitiveness and strength —  are all
below that. The challenge here, then, is to upgrade our retained manufacturing base.

Agricultural “employment” in Wisconsin, as nationally, is a relatively small share of
total employment —  though it is far from trivial in its economic importance and, especially in
Wisconsin, its role in our way of life. The standard employment data series does not actually
count many of those engaged in farming, because it excludes the “self-employed” owners of
firms. This has dramatic effects in Wisconsin, as such self-employed owners are an
unusually high share of our workers in agriculture. So what we would naturally think of as
our “farming” sector is bigger than what Table 1.2 suggests.

What has always been most distinctive about Wisconsin agriculture is its larger than
average share of relatively small, highly-capitalized, highly productive dairy farms. As Table
1.4 indicates, however, this agricultural sector, and its characteristic pattern of ownership, is
in steep decline. Average farm size has increased, value per acre has steeply declined, the
value of our milk marketing has dropped, farmland is disappearing rapidly, and farms are
disappearing faster. Over the 1982–92 period summarized in the table —  and there is no

Table 1.2
Wisconsin and U.S. Industrial Distribution, 1979 and 1996

(percent of workforce employed in each industry)

Wisconsin U.S.
Industry 1979 1996 1979 1996

Agriculture, Forestry, Fishing, & Mining 2.19 % 1.70 % 2.66 % 2.00 %
Construction 4.77 4.85 5.60 5.32
Non-Durable Manufacturing 13.05 8.81 9.90 7.33
Durable Manufacturing 19.06 15.87 15.27 10.74
Transportation, Communications, & Public Utilities 6.12 5.41 7.07 7.30
Wholesale Trade 2.59 3.94 3.74 3.94
Retail Trade 15.55 16.30 15.91 17.72
Finance, Insurance, & Real Estate (FIRE) 4.90 5.96 6.00 6.32
Business & Repair Services 2.54 4.50 3.15 5.62
Personal, Entertainment and Recreation Services 4.46 2.32 4.35 3.64
Professional and Related Services 20.48 26.50 20.42 24.81
Public Administration 4.29 3.84 5.93 5.27

TOTAL 100.00 100.00 100.00 100.01

Source: Authors’ Analysis.
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Table 1.4
Wisconsin’s Agricultural Sector

Percent  State as
Change Percent of

1982 1987 1992 1982–92 U.S., 1992

Number of farms 82,199 75,131 67,959 -17.3 % 3.7 %
Land in farms (1000s of acres) 17,234 16,606 15,463 -10.3 1.7
Average farm size (acres) 210 221 228 8.6 47.7
Average real value of land
     and buildings per acre (1996 dollars) $1,810 $1,141 $1,034 -42.9 142.0
Real value of milk marketing
     (millions of 1996 dollars) $4,878 $4,099 $3,463 -29.0 16.5

Source: U.S. Department of Agriculture.

reason to believe the situation has changed much since — Wisconsin lost an average 1,424
farms and 1,777,100 acres of farmland each year. That’s 4 farms and 485 acres of farmland
per day. The family farm is gradually disappearing in the state. The loss usually results from
and contributes to costly sprawl patterns of housing development and the growth in low-
wage rural industry.

The Wisconsin Workforce

The greatest productive asset of any economy is its people. 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, to do an honest day’s work for an honest day’s pay.

Labor force participation data for Wisconsin, reported in Table 1.5, show that this
work ethic is alive and well. Wisconsin residents are much more likely to be in the labor
force than adults in other states. Wisconsin men participate at an 80 percent rate, compared
to a 75 percent for men nationally; Wisconsin women participate at a 70 percent  rate,

Table 1.3
Wisconsin’s Manufacturing Sector

Wisconsin Total Percent of U.S.

Number of production workers (1995) 415,700 3.42 %
Annual wages of production workers (1995) $ 11,324,400,000 3.11
Value added in manufacturing (1995) $ 53,618,800 3.06
Value of shipments in manufacturing (1995) $ 109,593,100,000 3.08
Value of exports in manufacturing (1992) $ 5,771,300,000 2.32

Source: Annual Survey of Manufactures and Census of Manufactures.
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compared to 59 percent nationally. For the combined population, this translates to a
Wisconsin labor force participation rate of 75 percent, compared to 67 percent nationally.

The recent movement of Wisconsin women into the labor force is particularly
pronounced. Female labor market participation has been rising, nationally and here, since
World War II, with a particularly strong surge in the 1970s. Nationally, however, its growth
slowed substantially in the 1990s, rising 1.5 percentage points (from 58 to 59 percent) over
1990–96. In Wisconsin, by contrast, it continued, rising 7 percentage points (from 63 to 70
percent), or better than four times as fast. Increases among married women were even more
dramatic. As late as 1980, just one-in-two married Wisconsin women worked. By 1996,
seven-in-ten did —  a 40 percent increase over a decade and a half, and about twice the
national increase among married women.

In addition to their work ethic, Wisconsin workers are distinguished by above-average
educational attainment. Wisconsin is a national leader for its high school graduation rate —
at 82 percent, the 9th highest in the nation —  and the share of the adult population with high
school degrees —  at 87 percent, 8th in the nation. As Table 1.6 shows, Wisconsin students
also perform well above national averages, with the Wisconsin advantage growing as they
progress through school. At upper reaches of education, the Wisconsin Technical College
System(WTCS) and the University of Wisconsin are both considered national leaders in post-
secondary institutions. And WTCS and University Extension support unusually high levels of
continuing education among adults. WTC alone, for example, serves more than 430,000
Wisconsin adults —  better than one-in-eight adults.

Table 1.5
Labor Force Participation in Wisconsin and U.S., 1970–96

          Wisconsin     U.S.
Divorced Divorced

Never Separated Never Separated
Year All Married Married Widowed All Married Married Widowed

All
1970 59 N/A N/A N/A 60 N/A N/A N/A
1980 67 74 67 49 64 65 69 50
1990 70 79 71 56 67 68 71 54
1996 75 77 80 59 67 69 70 54

Women
1970 43 41 N/A N/A 43 41 57 40
1980 55 52 72 44 52 50 64 44
1990 63 64 77 48 58 58 67 47
1996 70 71 80 52 59 61 67 48

Men
1970 77 N/A N/A N/A 80 86 66 61
1980 79 82 77 64 77 81 73 68
1990 78 77 81 74 76 78 75 69
1996 80 82 79 73 75 78 73 66

Source: U.S. Census, Statistical Abstract, and Authors’ Analysis.
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Continuing with the good news, educational attainment in Wisconsin has also
increased substantially in recent years. Over 1979–96, as indicated in Table 1.7, the share of
the workforce without high school degrees was halved, the share with some post-secondary
training short of college degrees doubled, and the share with college degrees increased 50
percent. (Perhaps because of the strength of our WTCS, however, the share of Wisconsinites
choosing to complete 4-year college degrees is still below average; nationally, we rank 31st on
this measure of educational attainment.)

But indicated in Table 1.8, the Wisconsin workforce —  like the U.S. workforce
generally —  is aging. And our population growth, indicated in Table 1.9, is also about 15
percent slower than the national one. This again underscores the need for Wisconsin
workforce development —  to increase the productivity of incumbent workers, especially
younger ones, and to develop sources of future workers for the growing cohort that will soon
retire. Also, as shown by Table 1.9, while Wisconsin remains overwhelmingly white in racial
composition —  90 percent here, as against 83 percent nationally — minority populations are
growing faster than the white one. This implies a growing economic (as well as social) need
to pay attention to workforce diversity, and to make sure that educational and other
opportunities for productive contribution are not unevenly distributed on the basis of skin
color.

Table 1.6
Wisconsin Average Scores on Knowledge & Concepts Examinations, 1997–98

(by subject and grade)

Subject 4
th
 grade 8

th
 grade 10

th
 grade

Math 64 65 75
Reading 66 65 71
Language 64 61 68
Science 61 66 66
Social Science 61 66 66

U.S. Average 50 50 50

Source: Wisconsin Department of Public Instruction.

Table 1.7
Educational Attainment of Wisconsin Workers, 1979 and 1996

Wisconsin U.S.
Industry 1979 1996 1979 1996

No H.S. Degree 19.6 10.4 23.4 13.2
H.S. Degree 47.3 36.0 40.5 32.6
1-3 years Post H.S. 17.2 30.1 18.3 29.3
College Degree 16.0 23.6 17.8 24.9

Source: Authors’ Analysis.
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Economic Growth and Distribution

Wisconsin’s economy has grown at above average rates in recent years. 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. Figure 1.2 displays such income figures for Wisconsin and the U.S.
since 1959. What it shows is that our economy, and that of the U.S., has roughly doubled in
size over the past 40 years; that Wisconsin remains a bit below the U.S. average in per capita
income; that we were more badly hammered by the early 1980s recession than the rest of the
U.S.; and that in recent years our per capita income has grown faster, helping to close the
gap that the 1980s experience produced. The numbers behind this recent experience are
U.S. per capita income growth of 5.9 percent over 1990–96 and Wisconsin growth of 9.4
percent, or 60 percent faster.

These strong income growth figures over the past several years, in turn, are matched
by strong growth in the number of jobs and low unemployment rates. As Figure 1.3 shows,
Wisconsin unemployment rates have historically been below national rates (again with an

Table 1.8
Age Composition of Wisconsin’s Population, 1980 and 1990

Wisconsin U.S.
Ages 1980 1990 1980 1990

0-19 1,550,603 1,437,909 72,458,000 71,196,0502
20-44 1,702,029 1,910,231 84,035,000 99,731,837
45-64 888,938 892,408 44,503,000 46,586,711
65+ 564,197 651,221 25,550,000 31,195,275

TOTAL 4,705,767 4,891,769 226,546,000 248,709,873

Source: U.S. Census.

Table 1.9
Wisconsin’s Population Growth, 1990–96

1990 1996 Percent Change

White 4,473,984 4,646,124 3.8 %
Black 243,325 277,370 14.0
Native American 37,913 42,176 11.2
Asian & Pacific Islander 53,015 71,503 34.9
Hispanic 93,960 122,622 30.5

TOTAL 4,902,197 5,159,795 5.3

Source: U.S. Census.
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exception of a few “rust belt” years in the early 1980s). In recent years, however, this gap has
considerably widened. In 1997, at 3.7 percent, Wisconsin’s unemployment rate was 7th

lowest in the nation, and almost 25 percent below the national rate of 4.9 percent. Important
too, Wisconsin had an unusually low share of long-term unemployed. In 1997, for example,
only 10 percent of our unemployed were out of work for more than six months —  a
performance that ranks 9th in the nation. This is not to diminish the unemployment problem
that remains. At this writing, there are better than 190,000 Wisconsinites seeking work. Still,
our “job quantity” problem is nothing compared to our “job quality” one.

Figure 1.2
Economic Growth in Wisconsin and the U.S., 1959–96
(measured by annual real per capita personal income, 1996 dollars)

Source: Wisconsin Department of Revenue.

Figure 1.3
Unemployment in Wisconsin and U.S., 1979–97

Source: Wisconsin Department of Workforce Development and U.S. Bureau of Labor Statistics.
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Figure 1.4
Wisconsin Per Capita Personal Income, by County, 1995

Source: Wisconsin Department of Revenue.

Average measures like these, however, do not answer distributional questions. Per
capita income figures do not tell us who is actually getting that income, only the total amount
of income divided by the number of people potentially getting it. Nor do average
unemployment rates tell us how employment is distributed —  for example, by region or race.

Figures 1.4 and 1.5 offer a snapshot of the spatial distribution of per capita income
and its growth. Figure 1.4 shows county variation in levels of per capita income for 1995.
Figure 1.5 shows county variation in real per capita income growth over 1991-95. Notice that
there is little correlation between the wealth of counties and their recent growth; growth in
income is essentially randomly distributed across the distribution. Some relatively poor
counties, for example many of those in the southwestern portion of the state, experienced
slow growth; others, for example many of those in the Northwest, had high growth. And it
was equally jumbled for richer counties. Looked at on this county basis, then, spatial
patterns don’t seem to be exacerbating inequality in the state.

Looking within regions, however, on a census tract and municipal basis, the picture is
more complicated and troubling. Figure 1.6 displays economic data for our richest and most
populous region, and the historic anchor of our manufacturing base, the “Milwaukee Metro”
region in Southeastern Wisconsin described by Milwaukee, Racine, Kenosha, and the “WOW”
counties of Waukesha, Ozaukee, and Washington. The maps show startling increases in intra-
regional inequality (note that median household income increases were more substantial in
the suburbs furthest from the city), a classic “hollowing out” of the central city (note the
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Figure 1.5
Change in Per Capita Personal Income, by County, 1991–95

Source: Wisconsin Department of Revenue.

explosion of poverty in Milwaukee), and sharply increased distress in older and satellite
suburbs (note the property value decline per student in school districts in these areas).

Or consider unemployment. In 1995, unemployment among Wisconsin whites was
only 3.4 percent, while unemployment among Wisconsin blacks was 10 percent, a 3-to-1
difference. Nationally, the difference tends to run about 2-to-1 (as it did in 1995). So on this
measure, we can say that racial disparities in the economy are 50 percent greater in
Wisconsin than nationally. And employment, of course, determines earnings and family
incomes. Unfortunately, we don’t have more recent, reliable data on black/white differences
in family incomes than that provided by the last Decennial Census, conducted in 1990
(reflecting income data for 1989), but what that showed was startling enough. Median white
household income in the state, $30,216, exceeded the median income of thirty other states
and came very close to the national median of $31,435. But median black family income in
Wisconsin, $16,189, was well below the national number of $19,758. Indeed, only eight
states had a lower median black family income than Wisconsin. So white families ranked
20th in the nation in their standard of living, and black families ranked 42nd.

Uniting these last two observations, and comprising a real economic as well as moral
challenge to the state, is the racial distribution of child poverty. Wisconsin properly prides
itself on relatively low levels of child poverty. But more detailed data on the racial
composition of poverty tell a disquieting story. On the latest data that are reliable, again
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Figure 1.6
The Economics of Sprawl & Urban Decline

Source:  Center on Wisconsin Strategy and American Land Institute.
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Table 1.10
Wisconsin in Black and White

U.S. Wisconsin Wisconsin Rank

Unemployment (1995)
White 4.9 % 3.4 % 7

th

Black 10.4 10.0 21
st 

*
Median Household Income (1989)

White  $ 31,435 $ 30,216 20
th

Black 19,758 16,189 42
nd

Child Poverty (1989)
White 12.5 % 9.9 % 15

th

Black 39.8 55.8 49
th

*Out of 36 states with data.
Source:  U.S. Census and U.S. Bureau of Labor Statistics.

from the last Census, white child poverty in Wisconsin is 9.9 percent, or 15th lowest in the
nation, but black child poverty was a staggering 55.8 percent, the second highest in the
nation. Heavily concentrated in Milwaukee, these children are paying the price for our not
attending to the metropolitan centers of our economy and are effectively being squandered as
a source of future economic strength.
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M ore than in any other advanced capitalist country, the United States relies on
competitive labor markets to determine pay, employment, and other aspects of
worker well-being. Here, wage regulation is minimal, collective bargaining covers

very few workers, and the “social wage” is low. As a result, more than in any other developed
nation, how one fares in the economy depends on how one fares 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.

The news, while better than in the recent past, is basically not good. Median wages
were up in 1997, but remain 8 percent below their level of two decades ago (1979) —  despite
all the improvements in workforce education and productivity since that time. For the half of
the Wisconsin workforce with a high school education or less, as well as all Wisconsin men
considered as a group, and blacks in the state, wages have continued to fall.

Trends in Wisconsin Wages: Data from the State
In reporting wage trends, state officials in Wisconsin and elsewhere tend to rely

heavily on the “average wage” data which are compiled from employer reports of total
employment and total wages paid. Average wages are simply computed by dividing payroll by
employment. Figure 2.1 displays Wisconsin’s wage trend on this measure, relative to national
average wages, over the 1969–97 period. It shows that Wisconsin average wages grew relative
to national wages from 1969 to 1978 —  to the point that Wisconsin’s average wage was 93
percent of the national average wage. Then, over 1978–89, this 7 point shortfall in Wisconsin
wages more than doubled, to 15 percent, as Wisconsin wages fell back to only 85 percent of
the national average. Since 1989, Wisconsin has climbed back up —  but only very slightly —
to 88 percent of the national average, or a 12 point wage gap. In other words, after 7 years of
economic expansion, with among the lowest unemployment rates in the nation, our relative
wages have barely moved, and remain significantly below their level of 30 years ago.
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Trends in Wisconsin Wages: Data from the Current Population
Survey

While widely used, the average wage series just reported has two important
limitations.

First, average wages can be significantly skewed by outliers (especially high wage
earners) and often do not represent the experience of the typical worker very well. One Bill
Gates surrounded by a sea of paupers will produce a high “average wage,” as will a law firm
employing twenty partners making $300,000 a year and a hundred secretaries making
$25,000. But it won’t tell you much how most people are living. To get at the real “average” a
better measure is the “median” wage. That is the wage right in the middle of the earnings
distribution —  50 percent of which makes more, and 50 percent of which makes less.

Second, the aggregate payroll data on which the average wage series relies do not tell
us anything about the people on that payroll —  whether they are women or men, black or
white, how educated they are, and so on. They thus do not permit us to understand wage
trends among different groups of workers.

To remedy both problems, we turn in what follows to data from the Current
Population Survey (CPS), conducted by the Bureau of the Census. The CPS is a national
survey of individuals, but it is possible to piece together the individuals surveyed in any given
state, and the size of the state sample in any given year (2,522 in Wisconsin in 1997) is large
enough to make statistically valid inferences about the general population within it.  CPS
data are richer data than those provided by the average series shown above, since they
provide information on wages, hours, industry, and occupation for actual individuals, who in
turn are classed by such demographic variables as age, sex, race, and education.

Figure 2.1
Wisconsin Average Wage Relative to National Average, 1969–97

(all wage and salary employees)

Source: Wisconsin Department of Revenue.
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Using CPS data, in what follows we analyze wage trends in Wisconsin over 1979–97.
Throughout, in looking at trends, we use median wages, not means. And data reported are
inflation-adjusted and expressed in 1997 dollars. (For those unfamiliar with this way of
reporting: such inflation adjustment is crucial to making serious comparisons over time,
since the real purchasing power of a given dollar declines through inflation. A dollar in 1979,
for example, would buy as much as $2.21 in 1997. So a worker making $10,000 in 1979
should not be thought of as less well off than a worker making $22,100 in 1997, but the
same. And a 1997 worker making $10,000 is actually making less than half as much, in real
terms, as someone making that in 1979.)

Figure 2.2 and Table 2.1 display median hourly wage trends for Wisconsin and the
U.S. from 1979–97. Compared to national trends and our own past, Wisconsin’s workforce
has lost ground, but the state’s recent economic boom has begun to make up for the decline.

In 1979, the median worker in Wisconsin had a 5 percent wage advantage over the
nation’s median worker (annually, $1,100 for full-time workers in the state). By 1997, that
wage advantage had virtually disappeared, falling to just over 1 percent (annually, $340). In
terms of hourly wages, Wisconsin’s real median wage fell from $11.61 in 1979 to $10.63 in
1997, a decline of 8.4 percent. Over the same period, the real median national wage fell 5.3
percent from $11.05 to $10.46 per hour. Wisconsin’s median wage decline was thus more
than 50 percent faster than the national decline. In recent years, however the pattern of
Wisconsin wages declining faster than national ones reversed. Over 1989–97, the national
median wage fell 5 percent, while in Wisconsin it actually rose 2.7 percent. In real terms,
however, that meant an increase of only 28 cents per hour —  from $10.35 to $10.63.

Figure 2.2
Real Median Wage, Wisconsin and U.S., 1979–97

(values in 1997 dollars)

Source: Authors’ Analysis.
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Table 2.1
Median Hourly Wages, Wisconsin and the U.S., by Sex and Race

(values in 1997 dollars)

Wisconsin U.S.
Median Hourly Wage Percent Change Median Hourly Wage Percent Change

1979 1989 1997 1979–97 1989–97 1979 1989 1997 1979–97 1989–97

All $11.61 $10.35 $10.63 -8.4% 2.7% $11.05 $11.00 $10.46 -5.3% -5.0%

Men 15.36 12.94 12.74 -17.1 -1.5 14.15 12.94 12.00 -15.2 -7.3
White Men 15.45 12.94 12.99 -15.9 0.4 14.55 12.94 12.10 -16.8 -6.5
Black Men 13.26 10.35 8.93 -32.7 -13.7 11.05 9.94 9.50 -14.0 -4.5

Women 8.84 8.48 9.25 4.7 9.1 8.84 9.33 9.33 5.6 0.0
White Women 8.84 8.63 9.40 6.4 8.9 8.91 9.48 9.50 6.6 0.2
Black Women 9.95 7.36 7.25 -27.2 -1.5 8.40 8.61 8.41 0.1 -2.2

Source: Authors’ Analysis.

Disaggregating the Wisconsin population by sex, we see that wage declines have
concentrated on men. Table 2.1 shows that male median wages fell 17 percent over 1979–97,
from $15.36 per hour to $12.74. Nationally, over the same period, men’s wages declined 15
percent (down from $14.15 to $12.00 at the median), so Wisconsin men fell a bit farther
than men nationally. Again, there is improvement in recent years, though in this case
“improvement” means stagnation. Wisconsin men’s wages dropped 1.5 percent over 1989–
97; nationally, men’s wages dropped 7 percent. While still falling behind, Wisconsin men are
recently falling less swiftly than their national cohort.

Women’s wages in Wisconsin, on the other hand, have improved, albeit more slowly
than women nationally. Over 1979–97, the median wage of Wisconsin women increased 4.7
percent —  from $8.84 to $9.25 —  while women nationally showed a median wage increase of
5.6 percent —  from $8.84 to $9.33. Here again, however, the triviality of the increase in both
populations is more telling than their difference. Over the course of two decades, women
nationally picked up 49 cents an hour; in Wisconsin, they picked up 41 cents.

Finally, Table 2.2 looks only at full-time workers (Table 2.1 includes both full and
part-time), who are of particular interest because they are more likely to be household or
family “breadwinners.” It shows that wages for such workers in Wisconsin have declined
about 10 percent over 1979–97, twice the national rate for their cohort. Disturbingly, it also
shows that, even in the booming 1990s, full-time worker wages here stagnated —  increasing
a paltry 0.3 percent over 1989–97. While better than the national record for such workers,
this compares unfavorably to the Wisconsin workforce as a whole. Paradoxically, those
working hardest in our economy are getting the least from it.

In summary, median Wisconsin wages declined faster than national ones in the 1980s,
but then bucked national trends in the 1990s. Despite this recent good news, however, wages
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in the state are well below their levels of two decades ago, and —  considering the whole of
the 1979–97 period —  have declined faster than wages nationally. Moreover, as just
indicated, what positive wage gains did occur in Wisconsin in the 1990s barely touched full-
time workers and were not experienced at all by men as a group.

The Gender Gap in Wages
As indicated in Table 2.3, women still face a considerable “gender gap” in wages —  the

difference between what they earn on average per hour and what a man earns. In 1997, in
Wisconsin, this gap was 27 percent. The median hourly wage for women was $9.25 per hour,
just 73 percent of the $12.74 median hourly wage for men. This is about one-fourth higher
than the national gender gap, which is 22 percent.

In Wisconsin and nationally, the gender gap is closing. Unfortunately, however, Figure
2.3 makes it clear that this owes more to the decline in men’s wages than the rise in the
wages of women. Nationally, over 1979–97, the ratio of female to male median hourly wages
rose 16 percentage points, from 62 to 78 percent. However, if men’s wages had remained
constant over that period it would have improved only 4 percentage points, to 66 percent. On
this more meaningful measure of progress, women are moving ahead at the rate of 2
percentage points a decade —  implying a closure of the gap in about 200 years. In Wisconsin,

Table 2.2
Median Real Hourly Wages for Full-Time Workers

(values in 1997 dollars)

Median Hourly Wage Percent Change
1979 1989 1997 1979–97 1989–97

Wisconsin $ 13.26 $ 11.97 $ 12.00 -9.5 % 0.3 %
U.S. 12.58 12.14 11.91 -5.3 -1.9

Source: Authors’ Analysis.

Table 2.3
The Gender Gap in Wages:

Ratio of Women’s Median Wage to Men’s

1979 1989 1997

Wisconsin 0.58 0.66 0.73
U.S. 0.62 0.72 0.78

Source: Authors’ Analysis.
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matters are worse. Our nominal ratio of female to male wages rose from 58–73 percent over
the period. But if male earnings had remained constant it would have risen only to 60
percent —  implying a real rate of progress of 1 percentage point a decade, and a closure of
the gap in about 400 years.

Industrial stratification by sex contributes to this gender gap. Men’s higher wages
result from both their concentration in higher-wage industries and the higher-wages men
receive within industries. The construction industry provides an exaggerated case in point.
Men are nearly ten times more likely than women to be employed in this relatively high-
paying industry, which employs 8 percent of men but less than 1 percent of women. And
within the industry, the median wage for men is $15.75, better than 50 percent above the
$9.25 median for women in the industry.

Figures 2.4 and 2.5 show these two effects. Figure 2.4, recording the distribution of
employment by sex and industry, shows women concentrated in lower-paying sectors. Figure
2.5 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
$11.00 per hour in 1997, nearly 50 percent lower than men’s median wage, $21.63. In
public administration and wholesale trade, women’s wages are more than 30 percent below
those of men in the same sector. Even the professional services industry, with a relatively
high concentration of women, exhibits a substantial gap in wages.

Figure 2.3
Median Wages by Sex, Wisconsin & U.S., 1979–97

(values in 1997 dollars)

Source: Authors’ Analysis.
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The Race Gap
Figures 2.6 and 2.7 (and Table 2.1) show wage trends by race in Wisconsin and the

U.S. Because of the small sample sizes in Wisconsin, the data on blacks in the state are
“noisy” —  showing considerable fluctuation by year. Still, the downward trend is
unmistakable. Wages are declining, rapidly, for black Wisconsinites.

Nationally, black wages are also falling, but not as fast, and they started from a lower
point. Among black Wisconsin males, earnings have declined 33 percent over the 1979–97

Figure 2.4
Wisconsin Workforce Distribution Across Industry, by Sex, 1997

Source: Authors’ Analysis.

Figure 2.5
Wisconsin’s Gender Gap by Industry, 1997 Median Hourly Wages

Source:  Authors’ Analysis.
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period —  twice as fast as the 14 percent decline among black males nationally. At the
beginning of the period, Wisconsin black males enjoyed a 20 percent wage advantage over
their national cohort; today, they are at a 6 percent wage disadvantage. Among black women,
the story is even worse. Among black women nationally, the wages held steady over the
1979–97 period. In Wisconsin, they plummeted 27 percent. This transformed a 1979 black
female Wisconsin wage advantage of 16 percent to a 14 percent disadvantage by 1997.

Figure 2.6
White and Black Men’s Real Median Wages, Wisconsin & U.S., 1979–97

(values in 1997 dollars)

Source: Authors’ Analysis.

Figure 2.7
White and Black Women’s Real Median Wages, Wisconsin & U.S., 1979–97

(values in 1997 dollars)

Source: Authors’ Analysis.
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The Education Gap
Wages are also increasingly stratified by education, as Table 2.4 and Figure 2.8 make

clear. Those Wisconsinites with college degrees are holding their own on wages; those with
less education are falling behind. In 1979, Wisconsin college graduates earned 45 percent
more than those with only high school degrees; by 1997, they earned 76 percent more. Here,
the Wisconsin experience basically tracks the national one, where the college/high-school gap
grew from 50 to 80 percent over the period.

Among Wisconsin men, college graduates showed a very modest wage increase of 4
percent over the past two decades. Among the 75 percent of the male workforce without
college degrees, the picture was one of unrelieved wage decline: 38 percent for high school
dropouts; 26 percent for high school graduates, 16 percent for those with 1-3 years post
high school education. Among Wisconsin women, college graduates posted a substantial 18
percent gain over the period. Among the 77 percent of the female workforce without college
degrees, wages stagnated or declined, dropping 4.0 percent for those with 1-3 years of post-
secondary education, 0.3 percent among high school graduates, and 21 percent among high
school dropouts.

Table 2.4 does shows some recent good news, however, for those with some post-
secondary training, and perhaps indirect evidence of the strength of our technical college
system. Nationally, throughout the 1979–97 period, those with such post-secondary training
short of college registered wage declines. In the 1980s, this was true in Wisconsin too, with
this group’s median wages dropping 15 percent. Since 1989, however, Wisconsin wages for
this cohort have recovered slightly, rising 7 percent, even as they have continued to decline,
by 9 percent, nationally.

Figure 2.8
Real Median Wages by Education, Wisconsin & U.S., 1979–97

(values in 1997 dollars)

Source: Authors’ Analysis.
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Growth in Very Low-Wage Jobs

The broad decline in median wages in Wisconsin in part reflects the growth of low-
wage jobs as a share of total employment. To track this trend, we present data on the growth
of  “poverty wage” jobs. We define these as jobs paying a wage insufficient to lift even a full-
time (40 hours a week), year-round (50 weeks a year) worker to the poverty line for a family
of four —  in 1997 dollars, $8.20 an hour or less.

Of course, this definition of “poverty wage” is arbitrary. We could have chosen the
poverty line for a family of two, or five, or some other wage level entirely. Nor are all those
who earn such “poverty” wages actually living in poverty. They may be part of a household or
family with another earner, or two, on whom they can rely for support. But for our purposes
—  to see the trend in low-wage jobs —  none of this is especially relevant. To track the
changing share of total employment taken by low-wage employment, we need some definition
of such employment. This is one. And while arbitrary, it doesn’t seem unreasonable.

So defined, Table 2.5 and Figure 2.9 display the upward trend in poverty wage
employment in Wisconsin and the United States. In 1979, just over one in four Wisconsin
workers (26 percent) worked poverty wage jobs. By 1989, more than one in three did. More
recently, especially over 1996-97, poverty wage employment has receded somewhat,
dropping back to 31 percent of all jobs in the state. This compares favorably to national
trends, where such low-wage jobs have continued to increase their share of total
employment. Still, it is not at all good that, here in Wisconsin, such “poverty-wage” jobs have
grown from 1-in-4 to just under 1-in-3 of all jobs in the state.

Table 2.4
Median Hourly Wages, Wisconsin and the U.S., by Sex and Education

(values in 1997 dollars)

Wisconsin U.S.
Median Hourly Wage Percent Change Median Hourly Wage Percent Change

1979 1989 1997 1979–97 1989–97 1979 1989 1997 1979–97 1989–97

Men
No H.S. Degree $11.05 $7.64 $6.88 -37.7% -10.0% $11.05 $8.41 $7.00 -36.7% -16.8%
H.S. Graduates 15.48 12.36 11.50 -25.7 -6.9 14.15 11.77 11.00 -22.2 -6.5
1-3 yrs. Post H.S.15.32 12.30 12.88 -15.9 4.8 15.03 12.94 12.00 -20.2 -7.3
College Grads 18.08 18.12 18.80 4.0 3.8 19.34 19.42 19.23 -0.6 -1.0

Women
No H.S. Degree 6.92 5.71 5.50 -20.5 -3.6 6.92 6.15 5.92 -14.4 -3.7
H.S. Graduates 8.84 8.12 8.81 -0.3 8.5 8.84 8.41 8.10 -8.4 -3.7
1-3 yrs. Post H.S. 9.79 8.74 9.40 -4.0 7.6 9.68 10.03 9.50 -1.9 -5.3
College Grads 12.45 14.24 14.72 18.2 3.4 13.26 14.89 15.00 13.1 0.7

Source: Authors’ Analysis.
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Table 2.5 and Figure 2.9 show the distribution of poverty wage employment by race
and sex. (As with wages, the trends for blacks in Figure 2.8 fluctuate widely from year to year
due to the small sample size in the data, but again the trend line remains clear.) Among
black men, the share working in poverty-wage jobs has more than doubled over the 1979–97
period, jumping from 18 to 41 percent. And here again, the trend for Wisconsin black men is
worse than for their national cohort, who started with a much higher average share of
poverty wage jobs (28 vs. 18 percent) and ended the period with a lower one (40 vs. 41
percent) than in Wisconsin. Black Wisconsin women show a similar experience. The share of
them working in poverty jobs doubled over 1979–97, from 32 to 61 percent, and they moved

Figure 2.9
Percent of Wisconsin Workers Earning Below Poverty Wages, 1979–97

(wage less than $8.20/hr. in 1997 dollars)

Source: Authors’ Analysis.

Table 2.5
Share of Wisconsin Workers Earning Poverty Wages

(wage less than $8.20/hr. in 1997 dollars)

Wisconsin U.S.
Share Earning Poverty Wages Percent Change Share Earning Poverty Wages Percent Change

1979 1989 1997 1979–97 1989–97 1979 1989 1997 1979–97 1989–97

All Workers 26.4% 35.5% 30.7% 16.3% -13.5% 27.9% 33.0% 34.8% 24.7% 5.5%

Men
White Men 14.7 23.9 22.1 50.3 -7.5 16.1 23.4 27.0 67.7 15.4
Black Men 17.7 30.0 41.2 132.8 37.3 27.5 36.9 40.3 46.5 9.2

Women
White Women 41.0 47.1 37.9 -7.6 -19.5 41.1 41.3 40.5 -1.5 -1.9
Black Women 31.9 54.8 61.1 91.5 11.5 46.6 47.6 49.0 5.2 2.9

Source: Authors’ Analysis.
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from being much less likely to work in poverty jobs than black women nationally (32 versus
47 percent) to much more likely to do so (61 versus 49 percent).

As might be expected, of the basic sex/race groups, white men are least likely to earn
poverty wages; only 22 percent of them were in poverty jobs in 1997. Also, in recent years,
this share has been ebbing slightly among white men in Wisconsin, even as it has continued
to grow nationally. Still, 22 percent represents a steep 50 percent increase from the 15
percent who worked such jobs in 1979.

The story with white women is probably the most encouraging in terms of the trends
in low-wage jobs. Large numbers of them —  38 percent —  work at poverty wages, but (after
increasing in the 1980s, and then falling back in the 1990s) this is essentially unchanged
since 1979.

Part-time jobs generally pay less than full-time ones. Could the large increases in
poverty wage jobs just reflect an increase in part-time employment? To answer this question
we did a separate analysis of poverty wage trends among full-time workers.

Table 2.6 gives the results. It shows, expectedly, that full-time workers earn poverty
wages less frequently than does the overall workforce. But distressingly, it also shows that
the growth in poverty wage jobs is actually more rapid among full-time workers than the
overall workforce (and thus more rapid than among part-time members of that workforce as
well). In 1979, just one in seven (14.9 percent) of full-time Wisconsin workers earned poverty
wages; by 1997, one in five (20.3 percent) did —  an increase of 36 percent. Despite
Wisconsin’s gains on this front in the 1990s, for the 1979–97 whole period that is a larger
increase than the 34 percent posted nationally.

As is the case nationally, virtually all the increase in Wisconsin full-time poverty wage
jobs is accounted for by men. Full-time Wisconsin female workers are twice as likely as full-
time male workers to earn poverty wages, but, as with Wisconsin women generally, the
poverty wage share in 1979 and 1997 are close to identical (27 and 27.7 percent,
respectively). Among full-time Wisconsin men, on the other hand, the share working poverty
wages leapt from 8 to 15 percent —  an 85 percent increase.

Table 2.6
Share of Full-Time Workers Earning Poverty Wages

(wage less than $8.20/hr. in 1997 dollars)

Wisconsin U.S.
Share Earning Poverty Wages Percent Change Share Earning Poverty Wages Percent Change

1979 1989 1997 1979–97 1989–97 1979 1989 1997 1979–97 1989–97

All Workers 14.9 % 23.1 % 20.3 % 36.2 % -12.1 % 19.8 % 24.9 % 26.6 % 34.3 % 6.8 %
Men 8.1 15.9 15.0 85.2 -5.7 12.0 19.0 22.2 85.0 16.8
Women 27.0 33.9 27.7 2.6 -18.3 32.1 32.7 32.3 0.6 -1.2

Source: Authors’ Analysis.
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Finally, as would be expected, poverty wage jobs are heavily concentrated among those
with less school. In 1997, as Table 2.7 and Figure 2.10 show, three-of-four high school
dropouts in the state earned poverty wages, and one-in-three high school graduates did. But
nearly one-in-three of those with some post-secondary training short of college also did. The
table also shows that —  in contrast to other workers in Wisconsin —  among high school
dropouts the poverty wage share of jobs continued to grow in the 1990s.

Figure 2.10
Share Earning Poverty Wages by Education, Wisconsin & U.S., 1979–97

(wage less than $8.20/hr. in 1997 dollars)

Source: Authors’ Analysis.
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Table 2.7
Share of Workers Earning Poverty Wages by Education

(wage less than $8.20/hr. in 1997 dollars)

Wisconsin U.S.
Share Earning Poverty Wages Percent Change Share Earning Poverty Wages Percent Change

1979 1989 1997 1979–97 1989–97 1979 1989 1997 1979–97 1989–97

All Workers
No H.S. Degree 47.4% 64.7% 77.2% 62.9% 19.3% 46.8% 60.2% 71.3% 52.4% 18.4%
H.S. Graduates 26.2 36.0 32.6 24.4 -9.4 27.5 36.8 39.4 43.3 7.1
1-3 yrs. Post H.S. 20.5 36.9 28.7 40.0 -22.2 23.3 29.7 33.1 42.1 11.4
College Grads 7.7 13.6 9.2 19.5 -32.4 9.2 10.9 11.0 19.6 0.9

Men
No H.S. Degree 34.1 53.6 65.7 92.7 22.6 32.9 49.0 62.8 90.9 28.2
H.S. Graduates 10.5 20.5 22.9 118.1 11.7 13.8 25.2 29.1 110.9 15.5
1-3 yrs. Post H.S. 13.1 27.6 19.8 51.1 -28.3 14.2 22.5 26.7 88.0 18.7
College Grads 3.8 8.9 6.2 63.2 -30.3 5.7 8.2 8.8 54.4 7.3

Women
No H.S. Degree 69.0 79.5 92.2 33.6 16.0 68.1 75.6 83.8 23.1 10.8
H.S. Graduates 41.8 50.6 42.7 2.2 -15.6 41.8 48.2 50.6 21.1 5.0
1-3 yrs. Post H.S. 29.0 45.5 37.6 29.7 -17.4 34.1 36.6 39.1 14.7 6.8
College Grads 14.8 20.1 12.6 -14.9 -37.3 14.7 14.0 13.5 -8.2 -3.6

Source: Authors’ Analysis.
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T he  living standards of Wisconsin workers and their families are not just
determined by wages. Among other things, they depend as well on how the wages
and other income of different individuals come together in household and family

units. Knowing how workers are doing at the median also does not tell us much about the
shape of the income distribution —  how the fruits of economic cooperation are shared. Of
particular concern, it doesn’t tell us how people are doing at the bottom of that distribution.
In this chapter, we fill in the picture of working Wisconsin by looking at these income and
distribution issues.

At the outset, we define some key terms and offer a note on 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, some 70 percent of Wisconsinites live in families. “Inequality” can be defined in
different ways. To keep things simple, we generally just compare the income of those in the
top fifth (or “quintile”) of the income distribution to those in the bottom fifth; the higher that
ratio, the more “unequal” the distribution.

“Poverty” is a bit more complicated. We use the most common national definition of
poverty —  the so-called “poverty line” —  which had its origins in a “back of an envelope”
calculation made by a Department of Agriculture economist in the 1950s. At the time the
average family spent about a third of its income on food. The economist calculated the cost
of 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 certainly be considered “poor.”  In the 1960s, the Social Security
Administration began to publish poverty statistics based upon this “poverty line,” corrected
for inflation. Ever since, families have been defined as “poor” if their cash income before
taxes does not exceed this subsistence threshold. In 1997, this poverty line was $16,404 in
annual income for a family of four, $12,803 for a family of three, $10,468 for a family of two,
and $8,178 for a single individual.

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 a fifth, as the

3. Income, Inequality, and
Poverty
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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. A more nuanced,
updated, and realistic definition of poverty would almost certainly classify many more
Americans as “poor” than the conventional measure does. Still, because the federal
government has used this measure for 40 years, it provides a way of tracking the status of
very-low income families and individuals over time. For all its flaws, we believe it provides a
useful tool for examining those trends in Wisconsin.

Regarding data, at this writing, reliable data on income, including family income, are
available only through 1996. And accurate estimation of poverty rates of specific populations
at the state level generally requires merging multiple years of Current Population Survey
data. (This is so because income status questions are asked less frequently than wage
questions on the CPS, making sample sizes smaller.) In the report, merged years are
reported as ranges, for example, “mid-1990s.” Finally, for child poverty by race, it is
necessary to rely on even earlier data, provided by the 1990 Census.

Family Income
At the median, family income in Wisconsin is up. This is good news. As late as 1994

—  as reported, for example, in the last The State of Working Wisconsin —  incomes were
continuing their downward drift.

Table 3.1 presents Wisconsin and U.S. median income data for four person families,
going back to 1974. It shows that, for these families, total income in Wisconsin is presently 6
percent above its 1979 level; nationally, median income for this group is 9 points above.

In Wisconsin, the strongest growth in family income was posted in the 1970s, when
four-person family income was rising 1.4 percent annually. After that, the annual growth
rates fell by two-thirds: to 0.3 percent over 1979–89 and 0.5 percent even during the
“booming” 1990s.

Of course, these figures would be even worse if family income trends followed wage
trends. That they have not again owes, entirely, to increased work effort by adults within
those families, struggling against declining wages.

To see how this worked over the period, let’s take a married couple with two kids, a
very typical member of the “four person family” population examined here. Over 1979–96,
nationally, we know that such families increased their average annual work effort by 615
hours (about four months) —  from 3,236 in 1979 to 3,851 in 1996 —  an increase of 19
percent. Now they claim the harvest of that work —  an income increase of 9 percent, or less
than half as much as their increase in work. Let’s assume this couple gets all its income from
wages. Nationally, wives contributed 89 percent of the increased work effort since that time
(544 hours), husbands the remaining 11 percent (71 hours). If national male and female
median wages had merely remained at their 1979 level, today this family would be
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making $5,814 more than it did at that time, rather than only $4,035 —  a difference of
$1,800. Instead of being up 9 percent on 1979 levels, they’d be up 12 percent.

We can’t tell this story with the same precision in Wisconsin, as there are no reliable
state statistics on hours worked by families. But with a little effort, we can get close. We
know that working men in Wisconsin began the period averaging the same 40.9 number of
hours a week as men nationally, and ended it averaging 42.7 hours per week, compared to
42.2 hours for men nationally. Averaging the endpoints on typical Wisconsin and national
work weeks, and then taking their ratio, we can estimate that over the period a male
Wisconsin worker was “equivalent” —  in terms of average hours worked —  to 1.006 of the
typical U.S. male worker. Doing the same for Wisconsin women, whose average hours lag
national ones, yields Wisconsin female “equivalence” of 0.946 to women nationally. We also
know the labor force participation rate of married Wisconsin men did not change over 1980–
96, while the national rate for married men dropped 4 percent, and that married Wisconsin
women increased their participation rate 14 percent faster than women nationally. Multiplied
by their respective equivalence coefficients, we can thus say that the increase in work effort
in Wisconsin was typically (1.006 X 4 =) 4.02 percent greater for men than nationally, and
typically (0.946 X 14 =) 13.24 percent greater for women. Applying these “Wisconsin extra
effort” coefficients to the known national averages on increased hours for married couples
with kids would drive the male contribution to 74 hours and the female one to 616. Again
assuming all income from wages, if Wisconsin wages had held at 1979 levels, such a couple
here would have seen an increase of $6,584 in income over the period, instead of $3,121 —  a
difference of better than $3,400. In percentage terms, this translates to a 13 percent
increase, better than twice the one they actually got.

Table 3.1
Median Income for Four Person Families, Wisconsin & U.S., 1974–96

(1996 dollars)

Year Wisconsin U.S.

1974 $ 46,550 $ 44,582
1979 49,865 47,483
1989 51,318 51,578
1996 52,986 51,518

Percent Change
1974–96 13.8 15.6
1979–96 6.3 8.5
1989–96 3.3 0.0

Annual Growth Rates
1974–79 1.4 1.3
1979–89 0.3 0.8
1989–96 0.5 0.0

Source: Economic Policy Institute.
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Inequality

Wisconsin has traditionally prided itself on its relatively high level of equality. We can
still do so. Even today, only 8 states have more equally distributed income. But this tradition
is threatened by the wage and income trends already reviewed, and exacerbated by tax policy.
As a result, inequality is growing in Wisconsin. And in the 1990s, by contrast with the 1980s,
it is growing faster than in the nation.

Table 3.2 shows the level and growth of inequality in Wisconsin and the U.S. Again
using the ratio of top quintile earnings to bottom quintile earnings as our measure of
inequality, it shows that Wisconsin is substantially more equal than the nation as a whole.
Here, the top fifth of families earned 7.7 times the bottom fifth. Nationally, the richest fifth
brought 11 times as much income as the poorest fifth —  the national gap is almost half again
as large as the state’s.

That’s the good news. The bad news is that inequality is growing in Wisconsin, and
much more rapidly than in the recent past. From the late 1970s to the late 1980s, national
inequality increased 25 percent, but Wisconsin inequality increased only 5 percent. Just
from the 1980s to the mid-1990s (half the previous period), national inequality has kept
growing at about the same rate, registering a 12 percent increase. But inequality in
Wisconsin has increased 18 percent —  50 percent faster than nationally. This is better than
3.5 times the absolute increase in inequality in Wisconsin in the 1980s, and about 7 times
the rate of that increase. If we keep it up through the end of the decade, inequality will have
increased by nearly a third over the course of the 1990s.

Perversely, state and local taxes in Wisconsin are an additional source of inequality. As
Figure 3.1 and Table 3.3 make clear, the combined package of Wisconsin taxes —  including
property taxes, sales and excise taxes, and income taxes —  is almost perfectly regressive,
requiring less contribution the higher your income. Looking at the two ends of the earnings
distribution, for example, state and local tax rates for those in the bottom fifth of that
distribution are about 14 percent; for those at its very top (the richest 1 percent of the
population), they are 9 percent. The poor have a tax burden 55 percent higher than the rich.
Including the federal deduction for state taxes in this picture only makes it worse. After the

Table 3.2
Income Inequality in Wisconsin and the U.S., Late 1970s to Mid-1990s

(ratio of total income of richest fifth to total income of the poorest fifth)

  Percent Change
Late 1970s Late 1980s Mid-1990s Late 1970s Late 1980s
(1978–80) (1988–90) (1994–96) – Late 80s – Mid-90s

Wisconsin 6.3 6.6 7.7 5 % 18 %
U.S. 7.7 9.5 10.7 25 12

Source: Economic Policy Institute.



33

Income, Inequality, and Poverty

federal deduction offset for local taxes, the bottom fifth are still paying at a 14 percent rate,
but the rich rate drops to 6 percent. Here, then, the poor are facing a tax burden 133 percent
greater than the rich.

Figure 3.1
Wisconsin State and Local Taxes by Income Group, 1995

Source: Institute on Taxation and Economic Policy.

Table 3.3
Wisconsin State and Local Taxes by Income Group, 1995

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

Less Than $30,000 $43,000 $56,000 $72,000 $114,000 $262,000
Income Range $30,000 –$43,000 –$56,000 –$72,000 –$114,000 –$262,000  or more
Average Income $19,600 $37,100 $49,300 $62,800 $86,400 $157,000 $633,000

State & Excise Taxes 6.0% 4.3% 3.8% 3.1% 2.5% 1.7% 1.1%
General Sales- Individuals 3.3 2.5 2.2 1.9 1.5 1.1 0.7
Other Sales & Excise- Individuals 1.4 0.9 0.7 0.6 0.4 0.3 0.1
Sales & Excise on Business 1.3 0.9 0.8 0.7 0.5 0.4 0.2

Property Taxes 6.4 4.3 4.1 4.1 3.8 3.1 2.1
Property Taxes on Families 6.0 4.1 3.9 3.9 3.6 2.7 1.2
Other Property Taxes 0.4 0.2 0.2 0.2 0.2 0.4 1.0

Income Taxes 1.3 3.9 4.7 5.2 5.4 5.6 5.6
Personal Income Tax 1.1 3.9 4.7 5.1 5.3 5.4 5.4
Corporate Income Tax 0.1 0.0 0.0 0.0 0.1 0.1 0.3

Total Taxes 13.7 12.5 12.6 12.4 11.8 10.4 8.8

Total After Federal Deduction Offset13.6 12.1 12.0 11.1 9.8 8.1 6.4

Source: Institute on Taxation and Economic Policy.
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Wisconsin taxes are not only regressive, however, but exceptionally high for working
families and the poor. Take families right in the middle of the income distribution. In
Wisconsin, they pay 12 percent of their income in taxes. Nationally, this group pays only 9.4
percent, almost a third less. Only the (much richer) state of New York taxes its middle class
at a higher rate. For the bottom fifth of Wisconsin families, their 13.6 percent tax rate is also
exceptionally high. It is above the national rate of 12.4 percent for this group, and exceeded
only in six states.

Of course, it could be argued that the middle class and poor, even though they pay far
above their fair share of taxes, get more back from the state than the better off. They could
be consuming more, or better, public goods —  education, transportation, safety, etc. —
supported by regressive tax dollars. If this were the case, there would be less reason to be
concerned about Wisconsin tax regressivity. But there is no evidence that this is so, and
much evidence that it is not. In Wisconsin as elsewhere, social services of almost all kinds
have been cut, and such classic public goods as education and safety tend to be worse, not
better, in poorer communities. The perverse result is that working Wisconsinites are paying
more into a system that gives them less.

Poverty
Compared to the rest of the nation, Wisconsin has historically had lower than average

portions of it population living below the poverty line, as Figure 3.2 makes clear. This
remains the case today, with a state poverty rate of 8.8 —  substantially below the national
rate of 13.7 percent. Still, the problem of poverty in Wisconsin is substantial, growing, and
extreme for some sub-portions of the population. At present, better than half a million
Wisconsinites live in poverty, up from less than 400,000 two decades ago. And the poverty
rate among Wisconsin children increased 50 percent, better than one and a half times the
national increase over the same period. Table 3.4 provides the basic data for Wisconsin and
the U.S.

Figure 3.2
Poverty Rate in Wisconsin and U.S., 1980–96

Source: U.S. Bureau of the Census.
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Poverty varies by age and sex. In a nutshell, children are much more likely to be poor
than adults and adult women are much more likely to be poor than men. So, for example,
Wisconsin children are one and a half times more likely to be poor than Wisconsin adults,
and women account for nearly two-thirds (60 percent) of non-retirement age poor adults,
and nearly three-quarters (74 percent) of retirement age ones. Table 3.5 provides the basic
data here.

Nor will it surprise that poverty also varies by race, with people of color much more
likely to be poor than members of the white majority. This said, it is always worth recalling
that whites are indeed a majority —  even of the poverty population. The common stereotype
of poor people as minorities is simply false. Here in Wisconsin, for example, nearly three
quarters (72 percent) of the poverty population is white, as Table 3.6 indicates.

Table 3.4
Individual, Family, and Child Poverty in Wisconsin and the U.S.

Wisconsin                           U.S.
1979 1989 Mid-1990s 1979 1989     Mid-1990s

Thousands Below the Poverty Line
Individuals 388 508 521 26,072 31,500 38,052
Families 77 97 N/A 5,500 6,800      N/A
Children 139 189 213 10,377 12,590 15,164

Percent Below the Poverty Line
Individuals 8.5 % 10.7 % 10.3 % 11.7 % 12.8 % 14.7 %
Families 6.3 7.6 N/A 9.2 10.3 N/A
Children 10.4 14.9 15.1 16.4 19.6 21.5

Source:  U.S. Census, Economic Report of the President, Center on Budget and Policy Priorities.

Table 3.5
Wisconsin Poverty Status by Sex and Age, 1989

Percent in Percent of Poverty
Below Poverty Above Poverty Poverty  for Age Cohort

All Women 292,963 2,205,690 11.7 % 57.6 %
Up to 17 Years 92,827 525,182 15.0 49.2
18–64 Years 159,378 1,295,562 11.0 60.2
65 Years and Older 40,758 312,257 12.0 74.4

All Men 215,582 2,117,534 9.0 42.4
Up to 17 Years 96,036 557,120 14.7 50.8
18–64 Years 105,498 1,317,688 7.4 39.8
65 Years and Older 14,048 237,749 5.6 25.6

Source: U.S. Census.
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Combining minority status with a young age, however, is surely the most likely
guarantee of poverty. In Wisconsin, 9.9 percent of white children are poor. This is distressing
enough, but it is as nothing compared to child poverty rates of: 33 percent among Hispanics
in the state, 46 percent among Native Americans, 49 among Asians, and 56 percent among
blacks. While in the nation, too, minority children have much higher rates of poverty than
white kids, the differences in Wisconsin are among the highest in the nation. Our white child
poverty rate, for example, is fifteenth lowest in the nation, while our black child poverty rate
is second highest, exceeded only by Louisiana. Here in Wisconsin, black children are more
than 5.5 times as likely to be poor as white kids. In Louisiana, for example, whatever the
horrors of its racist past, black children are “only” 3.7 times more likely to be poor.

Whatever a child’s color, however, poverty is very bad news, and a growing population
of poor kids is threatening to our state’s future. A mountain of evidence shows that poverty
dulls children —  literally. It lowers their IQ, generates all manner of learning disorders, and
slows their cognitive development. And poverty hurts children —  literally, generating much
higher rates of disease and physical disability.

The Working Poor
It is commonly assumed that poor children result from lazy parents, or at least

parents who do not work. But this is not true, nationally or in Wisconsin, as Table 3.7
shows.

In the mid-1990s, Wisconsin had some 89,000 poor families headed by able-bodied
parents. Of these, three quarters (74 percent) had at least one working parent —  working on
average 42 weeks a year (9.5 months). Over one quarter (27 percent) had the equivalent of a
full-time, year-round working parent. Among poor individual adults and families without
children, three-quarters also worked. Even those who received public assistance worked.
Even before recent “W2” (Wisconsin Works) reform in the state, more than two thirds

Table 3.6
Wisconsin Poverty Status of Persons by Race, 1989

Percent in Percent of Total
Below Poverty Above Poverty Poverty  Poverty

White 365,391 4,026,624 8 % 71.8 %
Black 95,447 138,254 41 18.8
Asian & Pacific Islander 21,008 29,968 41 4.1
Native American 13,285 24,956 35 2.6
Other 13,414 25,756 34 2.6

TOTAL 508,545 4,245,558 11 100.0

Source: U.S. Census.
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(68.8 percent) of Wisconsin’s welfare families had a parent who worked at least part of that
year —  far higher than the 52 percent rate among this group nationally. For the children of
these workers, the problem wasn’t that their parents were lazy. The problem was that their
parents had lousy jobs.

What is true of the officially poor is truer still of the “near poor” —  those operating
just at or above the poverty line. There are about 126,000 Wisconsin families who fall into
this category. Virtually all of them have a working parent and better than two-thirds (69
percent) had a full-time, year-round one.

Nor do Wisconsin’s working poor families fit simple stereotypes. As Table 3.8 shows,
while almost two-thirds (64 percent) are female-headed, for example, over a quarter are
headed by a married couple. While about a third are black or Hispanic, two-thirds are white.
While a large number of household heads are high-school dropouts, more than half are high
school graduates. While many are young, most are not. And close to half (45 percent) of them
live in rural areas.

What is clear is that —  reflecting the generally unfavorable wage trends in the state —
the ranks of the working poor are growing. While our analysis on wages (see Chapter 2)
showed an explosion in the share of people who worked at poverty level wages, we document
here the effect of poverty wage work on the actual chances that working families with
children live in poverty. Mirroring the explosion in poverty wage jobs, Figure 3.3 shows that
the share of working families that were poor has doubled in the state in the past decade

Table 3.7
Data on Working Poor Families; Wisconsin and U.S., Mid-1990s

Wisconsin U.S.

Poor Families With Children
Number 89,000 6,051,000
Number With a Worker 66,000 (74%) 3,941,000 (65%)
Average Number of Weeks Worked 42 41
Number With a Full-Time Year-Round Worker 24,000 (27%) 1,527,000 (25%)
Families that Received Welfare 83,000 4,842,000
Families with Welfare and a Working Parent 57,000 (69%) 2,509,000 (52%)

Poor Families Without Children
Number of Poor Families Without Children 92,000 5,727,000
Number With a Worker 69,000 (75%) 3,557,000 (62%)
Average Number of Weeks Worked 36 34
Number With a Full-Time Year Round Worker 18,000 (20%) 689,000 (12%)

Near Poor Families (income 100-200% of poverty)
Number 126,000 7,440,000
Number With a Worker 126,000 (99%) 7,139,000 (96%)
Number With a Full-Time, Year-Round Worker 87,000 (69%) 5,493,000 (74%)

Source: Center on Budget and Policy Priorities.
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and a half —  outpacing the national increase in such families. In fact, in the late 1970s, only
4.6 percent of working families in the state were poor, over 40 percent below the national
share of poor families at that time, 7.9 percent. By the mid-1990s, Wisconsin’s advantage
relative to the nation had been cut in half, with the state’s share of impoverished working
families (9.3 percent) falling just 20 percent short of the nation’s (11.7 percent).

Taken together, the news on income, inequality, and poverty confirm that Wisconsin’s
working families are facing a new reality. In addition to long-term wage declines, most
families see their hours of paid work skyrocketing as their incomes only inch forward. They
experience a growing gap between rich and poor, made worse by a regressive state tax
system. And, most bitterly, even if they “play by the rules” and work hard for a living, their
chance of being impoverished has doubled.

Table 3.8
Characteristics of the Wisconsin’s Working Poor, Mid-1990s

Working Poor Families Working Poor Individuals &
with Children Families without Children

Mid-1990s Mid-1990s

Family Type
Married Couples 28% 14%
Female-Headed 64 N/A
Male-Headed 7 N/A
Single Individuals N/A 86

Race & Ethnicity
White 66 90
Black 23 7
Hispanic 8 1
Other 4 3

Education of Family Head
Less than High School 22 25
High School or GED 53 38
Some College 24 27
College or More 2 10

Age of family head
Under 25 19 32
25–34 36 25
35–44 35 22
45 or Older 10 20

Residence
Metropolitan 55 37
Rural 45 63

Source: Center on Budget and Policy Priorities.
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A generation ago, few Wisconsinites would have predicted this as our future, and none
of conscience would have wanted it. Today, looking at these realities, we must see that they
have to be changed if we are again to prosper, and share our prosperity, as a state. The
make-do income strategy of the past generation —  increased work effort —  cannot be
pursued indefinitely in the next. At 3850 hours and counting, how much more time can
parents reasonably spend away from their kids? With the wages of half our workforce falling
even during an exceptional recovery, who knows what the next downturn will bring? With
increases in inequality and child poverty outpacing the nation’s, how much longer will
Wisconsin have the economic and social cohesion that, in the past, has so often enabled us to
great do things together —  things that set us apart as a state?

Figure 3.3
Share of Working Families with Children that Were Poor, late 1970s to mid-1990s

Source: Center on Budget and Policy Priorities.
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T he facts of wage stagnation and growing inequality in America are no longer in
serious dispute. Analysis has been elaborate and extensive enough, particularly
over the past decade, that virtually all economists agree that these phenomena are

real, and that they represent a fundamental shift in the operation of American labor markets.
We hope our analysis of the same trends in Wisconsin is clear and compelling enough to
establish that they are real here too. We believe these trends are worth worrying about and
trying to do something about. The first step toward doing so is to understand their origin.
And beginning that explanation is what this chapter is principally about.

Before getting to that explanation, however, we want first to attend a different matter.
For whatever reason or motivation, some people are sure to disagree on the need to worry
about the trends documented here. They will say that those trends are exaggerated, or
nonexistent, or of no intrinsic concern, or inevitable. We consider such a view at best deeply
confused, and at worst deliberately evasive. It is voiced often enough, however, and is
sufficiently polluting of public debate about the economy, that it is worth explicitly
debunking. Before getting to our explanation, then, we perform that task.

Evasions

There are by now a fairly routine series of arguments made by those who would have
us believe that wage and inequality trends are not troubling, or are inevitable. Here, we
simply go through this routine, considering its standard arguments one by one.

“It’s just demographics”

One common argument is that changes in the racial or gender composition of the
workforce, and/or changes in family structure, explain or mitigate the importance of wage
and income decline. Since people of color make less money than whites, and women less
than men, and single-parent households less than dual-earners, for example, we can blame
wage and income decline on the increased labor force participation of such groups. A slightly
different argument, also relying on family structure, is that since families today are smaller
than in the past, their making less money need not trouble us, since they have fewer mouths
to feed.

4. Evasions & Explanations
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What’s wrong with the race argument is that the growth and timing of of-color labor
force participation does not match the growth and timing of inequality and wage decline. The
same might be said of the change in family arrangements. Labor force participation by
single-parent households, for example, surged in the 1970s, when equality was increasing,
then slowed considerably in the 1980s, when inequality exploded. And for the prime “usual
suspect” in this area —  single black female parents —  poverty actually declined, with
opposite effects on inequality than the demographic explanation would suggest. It might also
be noted that of-color populations significantly improved their educational standing relative
to whites during the period of exploding inequality. Were their increased labor force
participation a part of the inequality story, it should have had precisely the opposite effect
than that claimed.

What’s wrong with the women argument is that women’s wages have actually
increased over the period; earnings declines have been centered on men. Given the high level
of occupational sex segregation in the economy, indeed, we would expect an influx of new
women workers to depress women’s wages; but again, just the opposite happened.

What’s wrong with the smaller family size argument is that, adjusting family earnings
for family size, inequality looks even worse.

“It’s in the benefits”

Some argue that benefits like health insurance, which are widely provided by
employers and whose cost has skyrocketed in recent years, compensate for nominal wage
decline. Wrong again. Including such benefits —  as Figure 4.1 does in tracking hourly
“compensation” (which includes benefits) as well as wages —  does not change the basic
picture; indeed, it makes it worse. The growth of benefits has slowed in recent years; many

Figure 4.1
National Real Hourly Wage and Compensation Growth, 1959–97

(production and non-supervisory workers)

Source:  Economic Policy Institute.
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benefits themselves have been cut (fewer men have pensions, for example, and employers
cover a smaller proportion of health insurance); and the overall distribution of benefits has
become more unequal (in 1979, for example, 70 percent of working high school grads had
employer-provided health insurance; in 1996, just 60 percent did), not less.

“It’s in the stock market”

Widespread growth of 401(k) and other savings plans for individual workers, along
with a booming stock market, are sometimes said to compensate workers for wage decline
and erase the effects of income inequality. What’s wrong with this argument is the
distribution of stock ownership favors the rich, not the poor. The bottom 50 percent of
households own only about 5 percent of all stock while the top 5 percent of families own
fully 50 percent. A booming stock market increases inequality; it doesn’t reduce it. Besides,
for most working families income from stock is utterly irrelevant: two-thirds of American
households don’t own any stock at all.

“It’s all the CPI”

Another common argument is that the Consumer Price Index (CPI) overstates
inflation, and thus understates real wage gains. What’s wrong with this argument is that the
CPI probably underestimates inflation in many things even as it may overestimate in others;
that it has improved over time as the Bureau of Labor Statistics has improved measures of
product quality; and that even if the CPI is imperfect, there is no disputing the trend growth
of wages, which has fallen. Nor is there disputing that in other countries, with CPI’s no better
than our own, CPI-corrected wages are rising.

“Don’t worry, we’re a mobile society”

Yet another argument is that in America, a highly “mobile” society, even those who
start poor have ample opportunity to get ahead. The thought is that we shouldn’t be troubled
by the fact that workers may be starting out poorer these days, since they can capture
income later. What’s wrong with this argument, first, is that America is not particularly
mobile, particularly as compared to Europe, where wages have increased. Second, in the
U.S. mobility certainly didn’t increase in the 1980s to offset the explosion in inequality.
Indeed, on what is probably the most important measure —  the share of workers who, as
they age and advance in their careers, increase their earnings —  it sharply decreased. In the
1970s the ratio of such life-cycle winners to losers was 4-to-1. In the 1980s, it fell to 3-to-1,
meaning that one third of workers actually lost ground as their job experience increased.

“It’s just a productivity problem”

Some argue that declining wage growth owes to declining productivity growth. What’s
wrong with this argument is the decline in growth of wages vastly exceeds the decline in
growth in productivity, and in many cases wages have declined absolutely, while productivity
certainly has not. While growing more slowly than in the past, productivity is up by more
than a third since the early 1970s, but average wages are actually down. As Figure 4.2
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shows, productivity has grown substantially even in the 1990s, but wages have not kept up.
Low annual rates of productivity growth in other countries, moreover, have not kept them
from sharing its benefit with workers in the form of wages.

“Income doesn’t measure well-being, consumption does”

While the above statement is true —  think of a miserable miser with all those dollar
bills under a mattress —  the suggestion that income is irrelevant to consumption is, of
course, preposterous. It is hard to eat what you can’t buy. Very poor people are sometimes an
exception to this rule. They borrow cash from relatives or friends, or get direct aid from
them. Obviously, however, such a strategy could not be pursued by all workers, as they’d just
be borrowing from themselves. And for middle class workers, even credit card debts
eventually come due.

“It’s just technology”

Another popular argument is that inequality simply follows from the widespread
application of new technology, which is thought to have dramatically increased skill
requirements while changing the particular skills required. On this argument, what’s
happening in the economy is that those with the needed new skills are prospering; those
without them, especially older workers and the classically “unskilled,” are falling behind.
Inequality results, but how could it be otherwise?

This argument is more serious than the others we have considered, or at least has the
appearance of greater seriousness. Most, ourselves included, recognize that technology and
its attendant skill demands are the most, or among the most important, determinants of
living standards and wage distribution. As applied to recent U.S. wage decline and inequality,
however, the weight of the “it’s all technology” argument is largely borrowed from this

Figure 4.2
National Productivity and Compensation Growth in the 1990s

Source:  Economic Policy Institute.
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acknowledged fact —  since the active wage and skill data do not support it. First, to have the
far-ranging labor market effect claimed, advanced technology requiring highly skilled
workers would need to be very widely deployed, and that in turn would tremendously boost
productivity. But productivity growth has not exploded. And, correspondingly, unfortunately
few employers report needing particularly advanced skills. Second, for technological change
to explain the sharp increase in inequality in the 1980s and 1990s, we would need to see
some corresponding increase in the rate of technological change during that period. But even
among those industries with the most technological change during the period, the labor
market “shock” effect of new technology —  the displacement of less-skilled workers by more
skilled ones —  was no greater then than in the 1970s. Third, the explanation does not fit the
wage data, which show stagnation extending to all sorts of skilled workers (including even
recent college graduates with computer science degrees), and increasing inequality within all
educational groups.

“It’s taxes and big government”

 Yet another argument is that stagnating living standards can be blamed on the
government —  on taxes, or excess government size, or federal deficits. The tax argument is
beside the point for most of the data presented here, which concern pre-tax earnings and
incomes. But this aside, it’s also wrong. The share of income taken by federal taxes of all
kinds (income, Social Security, excise, etc.) is the same now as in the late 1970s, before the
big explosion in inequality. The share taken by state and local taxes has remained roughly
constant too. With no change in the size of the tax burden, it can’t be blamed for the change
in wages and inequality. What’s wrong with the “bloated government” argument, among other
things, is that it is exactly wrong on timing. Government at all levels has been shrinking since
the 1970s, as inequality has increased, not growing. When it was really growing was during
the 1950s and 1960s, when inequality was decreasing. What’s wrong with the deficit
argument, finally, is that there is no association between movements in the deficit and
movements in inequality. Large structural deficits didn’t start appearing in the U.S. until the
mid-1980s, well after wage decline and increased inequality had begun; similarly, the gradual
decline in the deficit from the late 1980s through today did not reverse those trends.

“It’s just capitalism”

Some say today’s trends are the inevitable result of increased competition. What’s
wrong with this argument is that, among developed capitalist countries, these trends are
largely unique to the United States. Europe and Japan have also been pressured by new
competition. Only in the U.S., however, have we seen a generation of wage decline and
skyrocketing inequality.

“It hurts, but it’s good for society in the long run”

Finally, some argue that inequality, while socially ugly, is economically pretty —  that it
induces greater work effort, inventiveness, and thus, eventually, productivity improvements
that benefit everyone. What’s wrong with this argument is that productivity growth is
inversely related to inequality, not positively related: higher levels of inequality  are
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associated with slower productivity growth, not faster. This is true cross-nationally, as
countless studies have shown, and certainly seems true in the U.S. When the U.S. was
growing together, in the postwar generation, productivity surged; and certainly the explosion
in inequality over the past two decades is not associated with an explosion in productivity,
but just the opposite.

Explanations

So much for ways to avoid thinking about the problems we have described. How
might we begin to explain those problems, and thus think about their solution?

Conventional explanations of wage decline and rising inequality focus on simple
demand and supply shifts in the labor market. Changes in the sorts of jobs offered by
employers, or the skills or number of workers on the labor market, are thought to determine
the movement of wages and the relative standing of different workers.

What do such explanations tell us?

Nationally, demand shifts in the labor market —  out of jobs in the production of
goods to jobs in service production, do indeed seem to have substantially eroded the
earnings power of workers without college degrees. Such deindustrialization obviously first
affects those who hold (or held) jobs in manufacturing. In the Midwest especially, its effects
have been particularly devastating on the earning of less skilled black men, who historically
disproportionately relied on manufacturing as their way into the middle class.

Deindustrialization, in turn, is the result both of increasing productivity and
increasing international trade. As workers become more productive, firms require fewer
workers to produce the same number of goods. Or they lose out to international competition.
As the option to produce abroad with low-wage labor opens up, some firms relocate facilities
there. Others simply threaten foreign relocation, or shutdown, as a way of reducing domestic
wages. Apart from such deindustrialization or threat effects, there is also a domestic
relocation effect, with similar wage results. Here, firms do not relocate abroad, but move to
low-wage havens within the U.S. itself. As we shall see in a moment, there has been much of
that in Wisconsin.

Supply shifts in the labor force are another potential source of some of the negative
trends in wages and inequality. If, especially at a given skill level, the number of workers
increases more rapidly than the number of jobs, wages for those jobs are expected to fall. If
the supply of workers falls, wages should rise. The early 1980s widening of college vs. high-
school graduate wage differentials, for example, might be substantially blamed on the relative
under-supply of college graduates at the time. Such supply effects work less obviously than
market theory would imagine, however, and are probably, on balance, a less important part
of the overall explanation. The most important supply shift over the last generation has been
increased female labor market participation, for example. But even as massive numbers of
women were pouring into relatively sex-segregated occupations, women’s wages increased
over the period. And even though the “baby bust” generation that followed the boomers
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represents a sharp curtailment in the supply of young workers, they have suffered some of
the worst wage declines.

While certainly respecting the insights afforded by such conventional labor market
analyses, in the end we think institutional and political changes over the last generation —
things like deregulation, deunionization, declining real minimum wages, changing corporate
norms, tougher political organization of business, and changes in how firms organize work
—  do a better job explaining what has really happened to American workers. At least among
prime-age non-college-educated workers, for example, declines in unionization and the value
of the minimum wage alone probably account for as much as a third of their wage decline.
Generally high unemployment in the early 1980s, a political decision, also reduced their
bargaining power. Exceptional profit rates in the 1990s, well above their historic levels,
imply a “profit squeeze” on wages. These sorts of factors remind us that the labor market is
not simply another market. It involves the exchange of people, not products or services —
people whose organization and power, either in the economy itself or through public policy,
make a big difference in how they get rewarded within that market.

Even the apparently impersonal demand shifts of the period were heavily inflected by
such political and institutional factors. There was very little that was “natural” in the
deindustrialization process. Heavily a deunionization process, it was not matched in its
severity by other developed countries, but deliberately encouraged by public policy. Nor is
there an economic law that says service sector work must be low-paid, and thus that general
shifts to service employment need be accompanied by general wage decline. Indeed, since
services are generally not traded internationally, they are less subject than manufacturing to
wage pressures beyond our control.

The same general point may be made about the changes in organization of work
during the period —  including increased use of subcontractors, and contingent and
temporary workers —  in ways that we know to have had adverse effects on wages, inequality,
and the worker institutions that might redress them. And certainly it can be said of the
general framework of competition, the distribution of jobs, and the human capital that
workers bring to the labor market. Industry deregulation, the repeal of prevailing wage and
other labor market protections, the collapse of pattern bargaining, the destruction of high-
wage employment in our urban centers, cutbacks in education and training, and declining
scholarship assistance to working class students all figure in the supply and demand
equation enacted in labor markets. But none of these things is chiefly determined by
markets. They are largely decisions of public policy.

Sectoral Shifts

An easy way to underscore the importance of justificational and political change is to
examine the importance of sectoral shifts in Wisconsin employment (the classic “demand
shift”) on wages. Are Wisconsin workers making less because high-paying manufacturing
jobs are giving way to low-paying service sector ones?
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Figure 4.4
Industrial Distribution of the Wisconsin Workforce, 1997

Source:  Authors’ Analysis.

Figures 4.3 and 4.4 show the sectoral distribution of Wisconsin employment in 1979
and 1997. Comparing them, we can see that manufacturing (durable and non-durable
together), as a share of total employment, dropped from 32 to 25 percent; professional
services increased from 21 to 25 percent; FIRE rose from 5 to 6 percent; and so on. We
know that, over the same period, average wages in the state fell from $13.11 to $12.61 an
hour. Our question is whether those cross-industry shifts have anything to do with that wage
decline.

To answer it, we perform a “shift share” analysis on wages and industrial structure.
Assume that the distribution of employment today were unchanged from 1979 (so, 32

Figure 4.3
 Industrial Distribution of the Wisconsin Workforce, 1979

Source:  Authors’ Analysis.
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percent of workers in manufacturing, only 21 percent in professional services, etc.), but that
workers were paid the average wage within those industries today. What would the resulting
state average wage be?

The answer is $12.61 —  exactly what it is today. At least in Wisconsin, sectoral shifts
alone explain none of the wage decline over the period.

The real culprit for wage decline in Wisconsin is the pervasive decline in wages within
industries, not the movement of workers across them. As Table 4.5 makes clear, real median
hourly wages fell in 6 of the 12 standard industry groups —  together employing more than
55 percent of the workforce. That’s the core proximate reason wages have gone down
statewide. Or, more elegantly, let’s reverse our earlier shift-share analysis. Assume that the
distribution of employment is what it is today (25 percent in manufacturing, 27 percent in
professional services, etc.), but that workers in different industries were paid what those
industries’ 1979 average wage. What would the resulting state average wage be?

The answer is $12.88 — much closer to the $13.11 with which we started. Eventually,
within-industry decline is the key to understanding wage decline in Wisconsin.

What’s Going On?
But what explains such within-industry wage decline? Several things, again, but four

essentially institutional or political factors stand out for us —  though limitation in the data
prohibit precise quantification of their effect.

The Flight of Manufacturing From Urban Areas and Unions: We know that
earnings declines have concentrated on men, and that manufacturing is disproportionately

Figure 4.5
Change in Real Median Wages by Industry, 1979–97

Source:  Authors’ Analysis.
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important to Wisconsin, and a traditional source of (especially for blacks) good earnings for
non-college graduates. Understanding the dynamics of wage decline in manufacturing —
where wages fell 17 percent, from $14.50 to $12.00, over 1979–97 —  would thus clearly
help our explanation.

What happened? It wasn’t “deindustrialization” in any classic sense. According to
county employment data from the state, while some firms shut down, and others moved
workers abroad, in 1995 there were actually more manufacturing jobs in the state — 13,000
more —  than in 1979. But the jobs had moved. Specifically, firms left Milwaukee, Racine,
and Kenosha. Over the period, those counties lost 76,000 manufacturing jobs, or 36 percent
of their base. Meanwhile, the rest of the state picked up 89,000 jobs, many with the same
employers. The wage significance of this is simply stated. Because they are more highly
unionized, and generally engaged in more advanced production, employers in Milwaukee,
Racine, and Kenosha (MRK) pay higher wages —  on average, $36,000 per year. Because they
are less highly unionized, and generally engaged in less advanced production, employers in
the rest of the state pay lower ones —  on average, $31,000 annually. Just in this one sector,
then, the movement of 76,000 jobs out of the first area meant a loss in worker income in the
state of $380 million annually. The growth of relatively low-wage non-MRK firms,
additionally, put added pressure on MRK ones. Operating with lower taxes, in greenfield
sites, paying lower wages, the non-MRK firms gnaw at the margins of the MRK firms that
remain and put downward pressure on union wages. And with less density of manufacturing
in MRK, its advantages as a region decline, leading to further erosion. The maps in Figures
4.6 and 4.7 show, on a county basis, the redistribution of manufacturing in the state.

While it’s tempting to think that this is only a story of manufacturing, it isn’t. The
quality of manufacturing in an economy also has spillover effects on services. Particularly
when concentrated, high-end manufacturing (and its employees) will naturally demand, and
be able to pay for, greater and more advanced services than low-end manufacturing. As the
Wisconsin manufacturing base shifts toward less advanced production, and becomes more
decentralized, this positive effect on the service sector declines.

Declining Unionization: As it has nationally, unionization in Wisconsin has
dramatically declined, falling from about 33 percent of the workforce in the early 1970s to
under 19 percent today. If unionization had been maintained at its previous level, union
membership in the state would be 355,000 greater than it is today. What’s the wage effect? In
Wisconsin in 1997, average weekly earnings for a union worker were $653, as compared to
$503 for the average non-union worker. Yearly, this 30 percent “union premium” in pay
amounts to $7,500 (calculated on a full-time, year-round basis). Had those 355,000 gotten it
last year, it would have represented a $2.7 billion boost in Wisconsin worker income. Evenly
distributed over the entire labor force, that would have meant a $0.55 hourly wage increase
for every Wisconsin worker, making our state median wage $11.18 rather than its current
$10.63. Calculated this way, the decline in unionization in the state can be assigned half of
the wage decline over 1979–97.

Unionization has a big spillover on non-union worker wages too, but one that declines
dramatically as union density declines. At 30 percent average density, and density much
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Figure 4.6
Manufacturing Employment, by County, 1995

Source: County Business Patterns.

Figure 4.7
Percent Change in Manufacturing Employment, by County, 1979–95

Source: County Business Patterns.
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higher in particular sectors of the economy (including the crucial manufacturing one), 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. The
loss of this wage multiplier on union power is enormous. Finally, the presence of more
unions in an economy is a spur to productivity. Because they 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 spillovers in the economy.

New Work Arrangements: In part because they face increased competitive
pressures, and in part simply because they can get away with it, employers today make much
heavier use of temporary, contingent, or subcontracted workers —  generally with lower-than-
average pay and benefits. In addition to lowering the welfare of the workers directly, these
new arrangements have the additional effect of making it hard for new labor market entrants
to connect to careers. As recent studies have shown —  comparing cohorts of young labor
market entrants in the 1960s and the 1980s —  young workers now experience less job
stability, more volatile and lengthy transitions into jobs, and shorter job tenure with given
employers. All this makes it more difficult to build a career. Indeed, it even makes the
requirements of a career less obvious to workers, since they have less contact with firms
during the period that they are still building their skills. To contrast with the “old world” —
quintessentially, but not exclusively, in manufacturing —  once upon a time young, less-
skilled workers could go down to the factory, sign up, and be assigned something (often
something menial) to do. They had the opportunity to learn about what the firm did, to get
the feel of the place, to distinguish themselves. Now, that opportunity is not available. More
than ever, informal networks are key to finding employment —  which tends to have
destructive, self-enforcing effects on communities of workers (particular of-color, and less-
educated) without those sorts of informal connections.

Adverse Public Policy: In too many ways to inventory here, public policy has
become more worker-unfriendly over the past 25 years. Wage protections have fallen, union
protections have been eroded, deregulation has dropped standards of safety and wages on
industry, taxes have become more regressive, etc. Most broadly —  affecting a very broad
range of policy areas —  the U.S. and Wisconsin have not made a deliberate choice about the
sort of economy we wish to encourage. More than ever before, firms in today’s economy face
a basic choice on how to compete. They can pursue a “low-road” strategy that focuses on
cutting the cost of goods or services —  typically beginning with the cost of the labor. Or they
can pursue a “high-road” strategy that focuses on improving the quality and distinctiveness
of goods or services, with the premium charged customers for better quality passed on to the
more productive workers who produce it. Low-roading is associated with job insecurity, wage
loss, increased inequality, and a degraded environment. High-roading is associated with
longer-term employment, higher wages, greater equality, and a cleaner environment. From
the standpoint of society, then, the preferred strategy is clear. We should take the high road.

But what the wage and income data summarized in this report tell us is that, as a
society, we have not. As a matter of public policy, we have neither “closed off” the low-road by
imposing higher standards on firms, nor “helped pave” the high road by providing the
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infrastructure of supports (advanced training systems, modernization services, appropriate
tax incentives, etc.) that staying on it typically requires. With plenty of money to be made on
either strategy, but one less costly and difficult to pursue, it’s not surprising that most firms
have chosen some version of low-roading.

If Wisconsin is to get back to a future of shared prosperity, this is what needs to
change.
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So, despite Wisconsin’s spectacular growth and unemployment rates, its workers are
falling behind, working families are treading water, and inequality in our state has markedly
increased. Rather than use this “Conclusion” to review the details of this story, we ask how it
might be untold. How could we begin to restore some greater measure of economic well
being and shared prosperity to Wisconsin’s working families?

As with the origin of present misfortunes, so with their remedy. There is no single
“magic bullet” that can rectify them, any more than there was a single cause. Also, we do not
take this to be the place for a detailed reform program, listing what needs to be done in the
myriad areas of public policy and private practice touching on economic performance, and
what would be required to change recent experience in the state.  Nor do we presume that we
know everything about what needs to be done.

Still, in broad terms, at least some of what needs to be done is clear enough. Here are
seven ideas for improvement.

Close Off the Low Road

 It is possible to make good money by paying workers poor wages. If it is possible for
firms to do so, some will choose to, a choice which has the obvious effect of depressing
wages. Moreover, firms that take the “low-road” compete away the margins of “high-road”
firms, making it difficult for them to take the time and make the investment in equipment
and new work organization necessary to get on the high road and stay there. In order to both
improve the bottom line for workers, and help build the constituency of more advanced
firms in the state, Wisconsin needs to do something to foreclose the low-road option. A direct
way of doing so, of course, is to raise mandatory wage levels —  for example, by increasing
the state’s minimum wage. A less direct way would be to encourage stronger collective
bargaining, especially among poorer workers. Removing existing subsidies to low-road firms
—  transportation policies that encourage their location in low-wage areas serving higher-wage
markets, tax abatements and subsidies of all kinds that encourage “sprawl” beyond those
markets, direct giveaways of development funds to public contracts with firms paying below-
average wages —  would also be a natural step in this direction. Without debating the
particular merits of any these methods of limiting the low-road option, the important point is
to see the need to do so. There is nothing “naturally”  occurring in Wisconsin’s near-full-
employment labor markets that is consistently driving up wages. More deliberate
intervention and care is required.

Conclusion
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Help Pave the High Road

To thrive, firms of the sort that are good for Wisconsin —  firms paying living wages
under competitive conditions —  need an institutional infrastructure providing the inputs of
advanced production. They require good education and training institutions to generate the
skilled workforce upon which they rely, “modernization” services to disseminate best practice
within firms trying to get onto the high road, and mechanisms to facilitate their own cross-
learning and joint production. These requirements are essentially “public goods” and
collective action problems of all kinds keep this sort of institutional infrastructure from
arising naturally. While it may be in the interest of any individual firm to have such public
goods, it makes little sense for any one firm to make the investment to provide them on its
own, and no individual firm has the capacity to provide them even if it wanted. Instead,
groups of firms, unions, workers, need to be organized for such provision. Linkages and
some measure of cooperation need to be clarified and institutionalized among competing
firms, across workers, and between the private sector and the state for this integrated
infrastructure to be developed. Wisconsin boasts many “best practice” examples of high-road
institutional infrastructure, but at the moment they remain more stand-alone examples than
parts of an integrated modernization system. Such an integrated system needs to be carefully
aimed at and constructed.

Build Career Ladders for Workers

Once, in the days of traditional mass production, less-skilled workers could gain
entry to lower-paying jobs that went somewhere. Within firms, especially the unionized firms
of the manufacturing sector, “job ladders” marked their progress. Unskilled or semi-skilled
labor market participants entered this market at the bottom “rung” of the ladders, and
climbed them one rung at a time. The ability to bid on higher rungs was determined by
seniority. The availability of new places was determined by firm expansion and/or the
movement up and out (owing to transfer or retirement) of those at its very top. Rungs were
sufficiently close together that, typically, by the time workers had the seniority needed to
move up, they also had the skills to do so. Necessary human capital thus “naturally” accrued
in the system through experience on the job. Today, however, this system of orderly progress
has widely collapsed. Firms have reduced the total number of job descriptions (stripping
rungs from ladders) and have begun to cross-functionally define jobs (ladders have crashed
into one another). Good jobs carry somewhat more demanding human capital requirements,
and movement across them is increasingly driven by worker demonstration of specific skills.

The result is increased inequality in the labor market (with luck or skill more
determinative of labor market position), less regularity in career trajectories, and a more
forbidding system for would-be labor market entrants, who can no longer “go down to the
factory and sign up” with any confidence either that they have the skills needed for entry level
jobs, or that those jobs will naturally put them on a career path of increasing income and
security. We see the consequences of the present system in Wisconsin: marginalized workers
shifting around in essentially dead-end jobs, and workers within firms unable to advance.
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What can be done about this? In conjunction with the first two steps recommended
above, a natural solution is to build a modern equivalent of the old job ladders —  but,
responding to new economic realities, now on an industry or regional labor market basis.
Across such industries and markets, employers and training institutions should map desired
skill sets, use employee positions in that space as a guide to hiring and career movement,
and provide workers with the means to acquire the skills mapped on it. Done systematically,
the gains from such an effort are abundant. Employers gain a better-trained workforce, and
reduced search costs for new employees. Labor market entrants can get clear signals on how
to get started in that market, and how to move up within it —  even a low-paying job can be a
step toward a rewarding career. And incumbent workers gain widened opportunity and
greater career security.

In the past few years, we have seen the benefits, in isolated sectors, that can come of
doing something of this sort. In Milwaukee, in what the U.S. Department of Labor is now
lauding as a national model, the Wisconsin Regional Training Partnership has been able to
improve training and advancement opportunities for thousands of workers. And in the last
year, in partnership with the Milwaukee Jobs Initiative —  itself a joint business, labor, and
community effort, governed by the Greater Milwaukee Committee, the Milwaukee County
Labor Council, and the Campaign for a Sustainable Milwaukee —  it has placed more than a
hundred impoverished workers into good-paying jobs with a real future. In Dane County, the
“Jobs With a Future” project of the Economic Summit Council (another joint business, labor,
community effort), which has also received national notice, has shown our ability to move
previously dead-ended low-wage workers up within the industry of their choice. The sorts of
high-road partnerships (particularly between business and labor) that drive such welcome
change could be more generally encouraged through state policy. The recent passage of
Workforce Investment Act —  a major reform of federal training programs which explicitly
encourages states in such experiment —  provides a natural occasion for doing so.

These three strategies are strongly complementary, with movement on one effectively
requiring movement on the others. Without some effort to raise demands on employers by
closing the low road option, fewer than desired will innovate. Without collective support of
that innovation, the pace on the high road will be slower than desired, and firms will
backslide or fail. Without clear signals to workers on how they can get the tools to participate
and gain from the new economy, the new system will not enjoy sufficient social support for
the public investments needed to allow it to reach critical mass and really take off.

Rebuild Milwaukee Metro and Discourage Statewide Sprawl

Many Wisconsinites seem to have a love/hate affair with Milwaukee. Summerfest is
welcome, but the city itself is not. We would do well to recognize that Milwaukee is a great
city that sets us apart in the Midwest —  as its current mayor likes to joke, “without it we’d
be Iowa.” More important, we should recognize that Milwaukee Metro (Milwaukee plus its
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immediately surrounding counties) is our principal source, as a state, of financial and
manufacturing might, as well as our major population center —  and of course the home of
our greatest problems with falling wages and rising inequality. It is time to repair it. Our
neighbor state of Minnesota has shown, faced with like dynamics in the Twin Cities of
Minneapolis and St. Paul, that it is possible to repeal the “Iron Law of Urban Decay.”
Through more thoughtful targeting of transit monies, tax base sharing, the restoration of
“brownfield” sites in the old metropolis, and fair housing policies, we could again harness
the historic strengths of the Milwaukee Metro region while dramatically reducing inequality
within it. Doing so is especially important to us, as a state, if we are to reclaim our
manufacturing advantage on the nation (and all the money that brings), and reduce the
hideous levels of poverty that are damaging a generation of central city children.

Correction of the example of Milwaukee Metro, moreover, should be generalized to a
state-wide correction of the economics of housing, commercial, and industrial “sprawl.” We
want, as a state, to be discouraging such sprawl. It is wasteful of older infrastructure. It
hurts the environment. It costs more per individual to support than dense development. And
it lacerates our physical beauty. Today, in Wisconsin, we are daily converting hundreds of
acres of farmland to housing developments and low-wage industrial sites. This is a mistake.
We need “growth boundaries” and other devices to concentrate housing and production, and
harness the productivity effects —  from shared knowledge, easier joint production, denser
tax bases, and more —  that follow from their concentration.

Make Taxes Progressive

The current tax structure in Wisconsin is clearly regressive —  requiring more from
those who are poor than from those who are rich. We should change that. One way to begin
would be by moving school funding off its property-tax base to an income one, while
revisiting the income brackets established in the 1980s. However done, it is absurd that our
poorest workers now face a higher state and local tax rate than the rich.

Increase Supports for Women and Children

Almost all the increase in family earnings in Wisconsin owes to increased work effort
by women. And here, as elsewhere, women carry the greatest burden of the costs of “social
reproduction” —  caring for kids, taking care of aging relatives, etc. Women in Wisconsin
should be supported in these and other tasks. That may mean an increase in childcare
allowances, or some kind of direct subsidy, or a pay equity program, perhaps beginning with
state workers. However done, we should as a state boost our support for women, who are as
a group relatively disadvantaged workers. And as we attend the special problems of women,
we would do well to take special aim at the welfare of our children. They are innocent, and
they are our future. A sensible and democratic goal for the state would be to aim at “starting
gate equality” for all of them —  beginning with guarantees of childcare, health insurance, and
an equalized base of school funding.
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Conclusion

Increase Employee Ownership

The Green Bay Packers are famous as an example of a community-owned team that
has maintained above-average winning records, and visited more than a few Super Bowls.
Nationally, firms with significant employee stock ownership have outperformed those
without, no doubt in part because having an ownership stake in firms gives workers added
reason to be productive. We can and should, through state policy, encourage the development
of such a stake generally —  in the form of worker cooperatives, general stock ownership
corporations, Employee Stock Ownership Plans, and other means to “share the wealth.” We
could also, as in Canada, encourage regional investment in high-roading firms through
investment funds dedicated to that purpose. Capitalized through worker savings, and
encouraged by state tax credits, such funds have shown their capacity to give worker
investors a market rate of return, while promoting desirable employment in their region —
in effect, a double bang for their buck. And the improved employment and tax base their
investments generate, the Canadian experience also makes clear, more than make up for the
cost of state incentives to their creation.

* * * * * * *

Taking these seven steps would begin to improve the situation of Wisconsin working
families and their children, relieve our environment, and strengthen our industrial base.
Together, they provide a recipe for “shared prosperity” —  for an economy that sustains itself
and its participants by rewarding the contribution and effort of all. Of course, enacting such
a program will be an enormous task, and one requiring the cooperation of economic actors
more accustomed to conflict —  business and labor, Republicans and Democrats,
suburbanites and central city residents, the public and private sectors. As with many long
journeys, however, strength to complete that task would be gained along the way. A strategy
of shared prosperity could begin with the broad support of those now losing out in the
economy, and high-roading firms within it; progress along it would increase support, in
particular from business, as more and more firms saw the substantial profits to be made on
that high road. What is most difficult —  what requires courage —  is taking the first step.

As we offer this report in an election year, finally, we are leery of its possible political
interpretation. To be clear then, economic problems for working families in Wisconsin are
distinctly non-partisan in origin, and should be non-partisan in solution. They began under
Democratic rule and continue under Republican, and they affect us all, Republican and
Democrat alike. The choices facing us are not about parties or partisanship, but about our
coherence and welfare as a people. As an ancient Declaration reminds us, the basic purpose
of democratic government is to further the collective “pursuit of happiness.” Achieving that
purpose today, simply and clearly, requires changing the way that we do business in this
state.
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The State of Working Wisconsin relies on a range of data sources. The particular
source or sources relied on for any given Table or Figure are identified with them, with
notation as described in the Table and Figure Notes which follows this appendix.

Current Population Survey & Decennial Census

Our primary source is annual U.S. Bureau of the Census compilations of the Current
Population Survey (CPS). From these, the National Bureau of Economic Research develops
the CPS Outgoing Rotation Group (CPS-ORG) Files, on which we have relied for the analysis
for 1979–96. For 1997, we relied on the CPS-ORG as compiled by the Economic Policy
Institute, which were available to us on a more timely basis.

We chose to base our analysis on CPS-ORG data because we believe 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. We include all respondents 16 and over. We
exclude individuals with hourly earnings less than $0.50 per hour and more than $100 per
hour. CPS 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 categorization for education. 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, 1–3 years of post high school, college graduates. In the years before
1994 we assign individuals with less than 12 years of schools to the first category, those with
12 year 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

Data Sources &
Methodology
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any of range of technical or associate degrees are classed in the 1–3 years of post high
school” category, as are those who report having begun college but not completing it.

In addition to the CPS, we sometime rely on the 1990 U.S. Census. This is obviously
dated, but provides the last reliable source for a variety of more specialized questions,
particularly regarding the status of children and racial minorities.

Real Median Wages

In general, we present trends in real median hourly wages. “Real” means inflation-
adjusted —  in our case, through the standard Consumer Price Index (CPI-U-X1). “Median”
means the center of a distribution, above which half the distribution lies and below which
half lies.

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 disfavor this approach in general on the grounds that means can mislead
because of outliers in the distribution —  in the U.S. today, usually high-income outliers that
drag them unnaturally up —  can blur the picture of what is happening to most people. 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
income, and so less opportunity for upward dragging. Compared to the rest of the nation,
then, Wisconsin mean wages look worse than our median wages do, but only because we
have less inequality.

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.
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Table & Figure Notes

Guide to Abbreviations

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

Census —  U.S. Department of Commerce, Bureau of the Census, 1990, 1980, 1970 Census
of Population and Housing.  Summary Tape Files (STF) 1C and 3A, and state volumes.

CPS —  U.S. Department of Labor. Bureau of Labor Statistics, Current Population Survey
1979-1997. See appendix on methods for data sources.

CPR —  U.S. Department of Commerce, Bureau of the Census, Current Population Reports
1979-1996, Series P-60.

EPI —  Economic Policy Institute, Washington D.C.

ERP —  President of the United States.  Washington D.C.: U.S. Government Printing Office.
Economic Report of the President.

Green Book —  Committee on Ways and Means, U.S. House of Representatives.  U.S.
Government Printing Office. 1994 Green Book: Overview of Entitlement Programs.

Statistical Abstract 1997 —  U.S. Department of Commerce, Bureau of the Census.
Statistical Abstract of the United States: 1997.

Table Notes

Chapter 1
1.1 Wisconsin Employment, Wages and Number of Establishments, by Industry, 1995.

Wisconsin Department of Workforce Development, Employment and Wages Covered
by Wisconsin’s U.C. Law, Table 209.

1.2 Wisconsin and U.S. Sectoral Distribution, 1979 and 1996. Authors’ Analysis of CPS
data, 1979 and 1996. Survey sample includes all workers 16 and over that reported a
wage. Wages are required to be at least $.50 per hour in the year of the survey.
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1.3 Wisconsin’s Manufacturing Sector. All 1995 data from U.S. Bureau of the Census,
Annual Survey of Manufactures, and 1992 data on value of exports from U.S. Bureau
of the Census, Census of Manufacturers.

1.4 Wisconsin’s Agricultural Sector. U.S. Department of Agriculture, data on milk
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Agricultural Statistics Service. All other data from the U.S. Bureau of the Census,
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1.5 Labor Force Participation in Wisconsin and U.S., 1970–96. 1970 Wisconsin statistics
are from the 1970 Census, Wisconsin state volume; U.S. numbers from 1997
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persons over 16.

1.6 Wisconsin Average Scores on Knowledge & Concepts Examinations, 1997–98. Data
from Wisconsin Department of Public Instruction, Office of Educational
Accountability, “School Performance Reports, 1997–98 Knowledge and Concepts
Exam”, (Internet address as of August, 1998: http://www.dpi.state.wi.us/dpi/oea/
kce98npr.html).

1.7 Educational Attainment of Wisconsin Workers. Authors’ Analysis of CPS data.
Sample selection the same as for Table 1.2.

1.8 Age Composition of Wisconsin’s Population. 1980 and 1990 Census. 1980 Wisconsin
number from 1980 Census, state volumes, 1990 Wisconsin numbers from Wisconsin
Department of Administration, Bureau of Intergovernmental Relations, (Internet
address as of August, 1998: http://www.doa.state.wi.us/deir/boi.htm), 1980 U.S.
numbers from 1995 Statistical Abstract, Table 21.  1990 data from 1990 Census,
STF 3A.

1.9 Wisconsin’s Population Growth, 1990–96. U.S. Bureau of the Census, 1990 to 1996
Annual Time Series of State Population Estimates By Age, Sex, Race, and Hispanic
Origin, (Internet address as of August, 1998: http://www.census.gov/population/www/
estimates/st_sasrh.html).

1.10 Wisconsin in Black and White. Wisconsin unemployment data from Bureau of Labor
Statistics, (Internet address as of August, 1998: http://146.142.4.24/cgi-bin/
surveymost?gp), U.S. unemployment data from 1997 Statistical Abstract, Table 621,
income and poverty statistics 1990 Census, STF 3A.

Chapter 2
2.1 Median Hourly Wages, Wisconsin and the U.S., by Sex and Race. CPS 1979–97.

Survey sample includes all workers 16 and over that reported a wage.  Wages are
imputed hourly wages if the respondent reported a weekly wage or the respondent’s
reported hourly wage.  Wages are required to be at least $.50 per hour in the year of
the survey. See notes on method for more details.

2.2 Median Real Hourly Wages for Full Time Workers. CPS, 1979–97. Sample selection
the same as in Table 2.1.

2.3 The Gender Gap in Wages: Ratio of Women’s Median Wage to Men’s. CPS, 1979–97.
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2.5 Share of Wisconsin Workers Earning Poverty Wages. CPS, 1979–97. Sample
selection the same as in Table 2.1.
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