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The economic expansion that began in 1991 has turned out to be longer and stronger
than any other in American history. Over the last five years, economic growth and
declining unemployment rates have started to bear fruit for working families’

incomes. Even so, the typical American family is working more hours, wage inequality
remains high, poverty has stagnated rather than fallen, and poor job quality is still a serious
American problem.

Where do Wisconsin workers and families stand in this picture? Are we doing better
or worse than the national average, better or worse than our own recent past? How equally
are we distributing the fruits of growth, and have things improved for our poorest workers?

The State of Working Wisconsin, 2000 is our attempt to answer these questions with
the best and most recent information available. Drawing on a wide variety of data we find
that median family income and median wages are up and growing in the 1990s. Still, there
is cause for concern: our families are working longer hours, income inequality here is on the
rise, and many of Wisconsin’s workers remain stuck in low-wage jobs.

These findings are summarized here and detailed in the full report. First, a word
about “income” and “wages.” Income means all sources of money — wages, salaries,
interest, dividends, and cash entitlements — available to a family. The median family is
exactly at the middle of the income distribution: half of families have higher income, and
half have lower. Wages refer to the hourly earnings of an individual’s primary job. Wages,
therefore, measure how individual workers are faring, and more importantly, the quality of
the jobs they hold.
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State of Working Wisconsin

Key Findings

The median family income in Wisconsin is up and has recently been
growing at almost double the national rate.

For the nation as a whole, the annual growth rate of family income in the 1990s was
0.5 percent.  But Wisconsin nearly doubled that rate, with incomes growing by 0.9 percent
each year. This is clearly good news, news that is shared with the rest of the region.

Nevertheless, it is worth remembering that annual income growth of greater than 2
percent was the norm in the first 30 years of the post-war period. So the performance of the
late-1990s is very good by recent standards, but compared to what many working families
grew up expecting, even these improved rates of growth are sluggish.

Moreover, the hours that American families work are at an all-time high. The median
American family with two children has the equivalent of 1.73 full-time workers, committing
3,600 hours to the labor force per year; we know that the work ethic in Wisconsin is even
stronger.
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Overall, median wages are moving upward, but are down from 1979 for
white men, African-Americans, and full-time workers.

Median wages have increased every year since 1995 and are now back at their levels
of a decade ago. Even so, the median wage in Wisconsin remains nearly 5 percent below the
level of 1979 — despite all the improvements in workforce education and productivity since
that time. Trends are more sobering when viewed by race and gender groups, with blacks
and white men in the state substantially below their 1979 wages.

The wage status of full-time workers is of particular interest, because they are more
likely to be family “breadwinners.” Wages for this group went up only $0.20 per hour from
1989–99: a two-cent increase each year for the decade. This slight gain still leaves
Wisconsin’s breadwinners fully 9.4 percent below their median wage in 1979.  Disturbingly
— and paradoxically — those working the most in our economy are gaining the least from it.
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While many of our residents are celebrating the state’s new prosperity,
significant numbers are still locked out of jobs that pay family-
supporting wages.

Wisconsin’s workers are playing by the rules, yet many are stuck in poverty-wage jobs
—  jobs paying a wage insufficient to lift even a full-time, year-round worker to the poverty
line for a family of four with two children. In 1999 dollars, this wage was $8.12 an hour or
less.

Only white women have seen a decline in jobs paying below the poverty line, down
from 36 percent in 1979 to 27 percent in 1999. For the rest, however, poverty-wage
employment has actually increased. We are now at the point where roughly a third of black
workers do not hold jobs paying above the poverty line, and the percentage of white men
with poverty-wage jobs has increased by 50 percent over the last two decades.
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Where did
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In 1990, percent of workers
who had quarterly earnings...

Job quality is a problem in Wisconsin for a number of reasons, including:

� the growth of low-wage service industries;
� the large number of entry-level, non-unionized jobs;
� lack of access to full-time work; and
� the fact that low-wage jobs often “trap” workers.

On this final point, low-wage jobs not only pay very little, but over the long run, they
often lead to low-wage careers, even in the prosperous ‘90s. In 1990, almost a third (31.8
percent) of Wisconsin workers had quarterly earnings that fell below the poverty line.  Eight
years later, more than half of those (53.5 percent)  still had earnings below the poverty line.
By contrast, of the workers who in 1990 held a higher paying job, the vast majority (89
percent) still did in 1997.
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The strong Wisconsin economy masks growing inequality.

From the late 1970s to the late 1990s, the average real income of Wisconsin families
in the bottom fifth of earnings fell 3 percent, to $17,324. By contrast, families in the top
quintile saw their average income rise over 30 percent, to $141,588. In the middle of the
income distribution, the median family fared better than the bottom, but not as well as the
top.
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Building a High Road Economy
Preserving Wisconsin’s traditions, and extending and sustaining our economic

prosperity, requires an agenda to improve the quality of jobs, support working families,
reduce racial disparity, and strengthen our cities.

Improve Job Quality

� Increase the state’s minimum wage and index it for inflation
� Support and expand unionization by improving opportunities for collective

bargaining
� Improve and expand workforce development and training initiatives
� Improve accountability in state and local economic development programs

through mandatory scoring and reporting criteria
� Encourage and increase employee ownership through regional investment funds,

stock ownership plans, and worker cooperatives

Support Working Families

� Adjust the federal Earned Income Tax Credit (EITC) so it phases out more slowly
(as income increases), and expand the credit for married two-earner couples

� Expand access to state child care assistance and support initiatives to improve
the quality of jobs for child care workers

� Extend health insurance coverage by improving Badger Care enrollment and
eligibility

� Reform Wisconsin’s tax system to make it more progressive

Reduce Racial Disparity by Focusing on Education and Training

� Reform the current system of funding primary education and modify revenue
caps to ensure educational attainment is based on ability rather than zip code

� Prepare non-college bound high school students for the transition from school
to work

Rebuild Metro Areas and Discourage Statewide Sprawl

� Encourage regional policies that capture natural linkages in our metro areas and
promote regional equity

� Promote cooperative urban redevelopment strategies that create family
supporting jobs and return economic opportunity lost to suburban sprawl

� Use the state’s recently enacted Comprehensive Planning law to control growth
and reduce costly, inefficient development

� Improve our use of federal transportation enhancement funds

Pursuing such a course would bring great benefit to the state, but perhaps the most
important result of this report will be increasing civic dialogue about the state of working
Wisconsin. Only when we all know the facts can we get to work solving the problems.

vii
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1. Growth, Unemployment,
and the Workforce

Across the nation, working families were disappointed by the early years of the
1990s economic expansion. Their incomes and wages stagnated and poverty rates
increased, despite low unemployment. The period was one of worker insecurity,

downsizing, and low productivity growth. The press reported widely on the “jobless
recovery,” as families found themselves stressed, fearful of job loss, and working more hours
simply to tread water.

But the expansion that began in 1991 has turned out to be longer and stronger than
any other in American history. Over the last five years, economic growth and ever declining
unemployment rates have begun to bear fruit: wages are up, especially at the bottom of the
labor market; new workers are being drawn into the labor force; and workers are moving
from substandard, irregular jobs to more permanent and more regular jobs. This
turnaround from the widespread wage declines of the 1980s and early 1990s is long-awaited
good news for working Americans.

Even so, the typical American family is working more hours, is taking on historic
household debt burdens, and often fails to receive adequate health care and pension
coverage. And some long-term problems cannot be reversed by such a brief period. Wage
inequality remains high, poverty has stagnated rather than fallen, and poor job quality,
especially as measured by the share of workers with very low-wage jobs, is still a substantial
American problem.

These national trends are documented and described in The State of Working
America 2000-2001, by economists Lawrence Mishel, Jared Bernstein, and John Schmitt,
which is the latest edition of a report that the Economic Policy Institute in Washington, DC,
produces every two years.

Where do Wisconsin workers and families stand in this picture? Is the long economic
expansion also paying off here in the Badger State? Are we doing better or worse than the
national average, better or worse than our own recent past? What are the trends in wages
and income in our state? How equally are we distributing the fruits of growth, and have
things improved for our poorest workers?

The State of Working Wisconsin, 2000 is our attempt to answer these questions with
the best and most recent data available. 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 families.
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This is our third edition of The State of Working Wisconsin, first issued in 1996 and
again in 1998. In the past, we showed that many of the most distressing national trends in
workers’ economic well-being were also evident in Wisconsin. Indeed, we found that in many
ways Wisconsin workers had been more badly hit than workers nationally.

In this edition of The State of Working Wisconsin — which relies on data through
1999 — we are happy to report some better news. The last five years of expansion have
positively affected earnings; in some areas Wisconsin is a national leader in their rebound.
Even so, challenges remain, especially in terms of economic inequality and job quality in the
state.

In succeeding chapters, we will examine income, wage, and job trends in much
greater detail. By way of introduction and background to that discussion, however, we use
the rest of this chapter to offer an overview of the Wisconsin economy, sketching the
industrial structure of the state and its performance on a variety of conventional measures of
economic strength. We begin with familiar measures — per capita income, unemployment,
industrial distribution, and workforce demographics. In the succeeding chapters we move
rapidly onto other measures of the well-being of working families in the state, including
family income, poverty, and inequality (Chapters 2 and 3). After that, we look at the source of
these broader trends in income and poverty: trends in wage rates at work and the quality of
jobs in the state (Chapters 4 and 5). We close with some suggestions for policies that can
help improve the lot of working families in Wisconsin.

In some cases it is useful to compare Wisconsin’s experience to national trends, and
we do so throughout the report. At times it is also useful to consider Wisconsin’s
performance compared to a handful of peer states; for these purposes, we show data from
neighboring states — Illinois, Indiana, Iowa, Michigan, and Minnesota — in order to help
illuminate regional trends and instances where Wisconsin stands out from the trends.

Wisconsin’s Economic Growth
Figures 1.1 and 1.2 summarize the now familiar strengths of Wisconsin’s economy:

relatively strong economic growth (shown by per capita income growth) and a relatively tight
labor market (shown by low unemployment rates). Strong growth and low unemployment
have dominated the state’s economic news over the last decade.

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 1.1 displays such income figures for Wisconsin and the U.S.
since 1969. What it shows is that our economy, and that of the U.S., has grown by more than
60 percent over the past 30 years; that Wisconsin remains a bit below the U.S. average in per
capita income; that we fell behind during the early 1980s recession; and that in recent years
our per capita income has grown faster, helping to close the gap that the 1980s produced.

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 1.2 shows,
Wisconsin unemployment rates have historically been below national rates (again with the
exception of a few “rust belt” years in the early 1980s). In recent years, however, the gap has
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lowest in the nation, at 3.1 percent, and almost 30 percent below the national rate of 4.2
percent.

Like Wisconsin, the entire Midwest region has posted relatively low unemployment
rates in recent years. This is a substantial and welcome turnaround from the 1980s when
the region was saddled with high unemployment. While Wisconsin’s 3.1 percent rate is a
historic low for the state, Minnesota, Indiana, and Iowa all have unemployment below 3.1
percent. The region’s more heavily industrialized and urbanized states — Illinois and
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Michigan — still post higher unemployment rates than Wisconsin, but their unemployment
has declined most substantially during the decade.

Low unemployment rates are related to the region’s strong employment growth in the
1990s. While only the Northeast posted strong job gains in the 1980s, in the 1990s, jobs
grew rapidly in the Midwest, especially in manufacturing in the early part of the decade and
services throughout the decade. Table 1.1 shows that only Minnesota and Iowa have
exceeded Wisconsin’s job growth in the 1990s. From 1989 to 1999, Wisconsin added more
than half a million new jobs for growth in total employment of nearly 23 percent over the
decade.

Economic growth and unemployment rates are key indicators of economic well-being
and they receive quite a bit of attention. But as a summary of the entire economy, they are
simply too crude. Net economic growth tells us nothing about how the benefits of growth are
being distributed. Low unemployment tells us nothing of the quality of jobs that people hold.
The rest of this report is devoted to drawing a broader, and more complete, picture of the
standard of living of Wisconsin families and how it has changed over the last years.

Wisconsin’s Industrial Base
Wisconsin’s workforce numbers about 3 million. Table 1.2 shows the 1998

distribution of employment, by sector, of the 2.6 million workers covered by unemployment
insurance. It shows, as is the case nationally, that our economy is dominated by services of
different kinds, and maintains a very large manufacturing sector. In fact, nearly one-in-four
workers hold jobs in the state’s service sector, and nearly one-in-four also hold jobs in
manufacturing. The rest of the state’s workforce — just over half — is spread across diverse
sectors, with a substantial share working in retail trade and government (which follow
manufacturing and services as key sectors for employment).

Manufacturing provides the largest base of well-paid jobs in the state, offering
earnings of $700 per week, or about $36,400 per year on the average. This is substantially
above the state average of $591 per week. Other high wage sectors include wholesale trade
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($701 per week), mining ($747), construction ($679), and finance, insurance and real estate
($698). On average, service jobs pay substantially less than these sectors, $477 a week
(about $25,000 a year), and at $275 per week, retail trade offers the lowest average weekly
wage of the state’s industries. It is worth noting that average weekly wages are low in the
service and retail sectors due to the preponderance of part-time work in those sectors, in
addition to the low wages they tend to offer. Subsequent chapters on wages and the quality of
jobs in the state will go into these issues in greater detail.

Wisconsin Population and Workforce
With 5.25 million residents, Wisconsin has posted strong population growth over the

last decade. As shown in Table 1.3, from 1990 to 1999, the state grew 7.3 percent, adding
more than 358,000 residents. Though that is substantial growth, Wisconsin’s population
increase was still exceeded by the national rate of 9.6 percent over the same period. In
general, growth in the Midwest has lagged behind that of states in the South and West, which
are attracting a greater share of immigrants. However, among peer states, Wisconsin’s
population growth from 1990-99 leads all except Minnesota.

As shown by Table 1.4, while Wisconsin remains overwhelmingly white in racial
composition — 90 percent here, as against 82 percent nationally — minority populations are
growing most rapidly. While 2000 Census data on the racial and ethnic makeup of the state
are not yet available, the 1999 estimates in Table 1.4 imply a growing economic (as well as
social) need to pay attention to diversity in our communities and workplaces.
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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, in Figure 1.3, show that this work ethic is alive
and well. Wisconsin residents are substantially more likely to be in the labor force than
adults in other states. Our labor force participation rates grew from 70 to 72 percent
between 1990 and 1999. Nationally, labor force participation grew from 66 to 67 percent in
the same period.

Table 1.5 shows the labor force participation breakdown by gender. Wisconsin men
participate at a 78 percent rate, compared to 74 percent for men nationally; Wisconsin
women participate at a 67 percent rate, compared to 60 percent nationally. This table makes
it clear that increasing labor force participation rates in the state owe substantially to
increasing participation by Wisconsin’s women.
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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,
and at the 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. WTCS alone, for example, serves more than 430,000 Wisconsin
adults annually — one-in-nine adults.
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Educational attainment in Wisconsin has also increased substantially in recent years.
Over 1979–99, as indicated in Table 1.6, the share of the workforce without high school
degrees nearly halved, the share with some post-secondary training short of college degrees
grew dramatically, and the share with college degrees increased 50 percent. Perhaps because
of the strength of our technical colleges, however, the share of Wisconsinites choosing to
complete 4-year college degrees is still below average; nationally, we rank 31

st
 on this

measure of educational attainment.

Counties in Wisconsin
Average benchmarks for the state like per capita income growth, unemployment, and

population growth, however, obscure the substantial variation in these variables across the
state’s 72 counties. For example, per capita income and its recent growth varies widely
across the state, as Figure 1.4 makes clear. The first panel shows county variation in levels of
1997 per capita income. The second panel shows county variation in real (adjusted for
inflation) per capita income growth from 1992 to 1997. In 1997, the highest county per
capita income was in Ozaukee County, at $35,879, and the lowest was in Adams County, at
$14,521 (1997 dollars). Likewise, while unemployment is low in the state, it ranges (as of
May 2000) from a high of 10.6 percent in Menominee County to a low of 1.5 percent in Dane
County. While not all data is available at a county level, we have compiled some of the most
important statistics in the county data appendix.

Recently released census data on population growth by county also reveals substantial
geographic variation. Four regions — the Fox Valley, areas along the Wisconsin River, Dane
County, and Southeastern Wisconsin — posted strong increases over 1990-2000. In fact, the
two counties with the most substantial population growth — Dane (up 51,893) and
Waukesha (50,940) — together accounted for nearly one-forth of the state’s total population
growth over the 1990s. At the same time, Milwaukee County’s total population fell just
slightly (down 4,446 to a total of 954,829 in 2000) and each of Douglas, Grant, Lafayette,
and Rusk Counties grew by less than 2 percent over the decade.
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The Ingredients for a Lasting Labor Shortage
This review of basics shows that Wisconsin has all the ingredients for a lasting labor

shortage: relatively slow population growth, already high labor force participation rates, and
low unemployment. The state’s labor shortage has much to do with demographics; in the
future the shortage will likely grow as more people retire out of the labor force than are
replenished by new generations of workers. For example, in 1980 nearly 94,000 Wisconsin
residents turned 18; demographers project that only 78,000 Wisconsin residents will turn 18
each year over the next ten years, and starting in 2010, only 67,000 people will reach 18
each year. Over that same period, the number of Wisconsin residents reaching retirement age
will grow. Thus the demographic and economic evidence suggest that this labor shortage will
be with us for at least two decades and will be more severe, especially starting a decade from
now.

The state’s long-term labor shortage will be substantial and will require multiple
strategies to craft a solution. We won’t be able to solve our labor shortage simply by
attracting new labor force entrants — with one of the highest participation rates in the
nation, there are few groups left to attract into the labor force. Nor will we be able to solve it
by simply convincing older workers to stay in the labor force longer, though that may help a
bit. Drawing new immigrants from other states and nations will also be insufficient, in part
because many other Midwestern states face a similar problem and will pursue a similar
strategy. Marketing alone will not be enough.

Among these strategies, we must prioritize workforce development. The state must
find ways to increase the productivity of incumbent workers, especially younger ones, and
thus develop a skill base to replace the growing cohort that will soon retire. The labor
shortage challenges us to find new ways to increase the skills and opportunities of state
residents and to build future economic growth on increasing productivity.
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2. Income & Poverty

The first chapter gave us a broad understanding of the Wisconsin economy, but it did
not provide much insight into how families are actually doing in the state. Why?
Because it only offered aggregate data, rather than a detailed look at what is

happening to families in the middle of the income distribution. Similarly, we have not yet
answered the critical question of whether families at the bottom of the income distribution
are doing any better than in the past.

“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. Median family income for four
person families is a key benchmark for the standard of living for Wisconsin working families.
The “median” family is exactly at the middle of the income distribution, half of families have
higher income, and half have lower. Obviously, using the median (rather than the average)
helps control for those with very high income who move averages up. We choose to focus on
families of four because these are generally families with children at home, who account for
the majority of income in the labor market.

“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 the 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. The Census Bureau’s poverty thresholds
for 1999 were: $8,667 for one individual under 65, $11,483 for a family of one parent and
one child, $13,423 for a family of one parent and two children, and $16,895 for a family of
two parents and two children.

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
relative costs of necessities such as housing and health care have risen; if the logic of the old
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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 through 1998. And accurate estimation of income and 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, “late-1990s.” Finally, for child poverty by race, it is
necessary to rely on even earlier data, provided by the 1990 Census.

Rising Median Income for Four Person Families
The median family income in Wisconsin is up. This is good news, since during the

first part of the 1990s, incomes were still drifting downward. But the good news is tempered
by two facts: family income has grown largely because of increases in the number of hours
worked; and by historical standards, Wisconsin’s income growth remains slow. Nevertheless,
after years of sluggish growth, Wisconsin’s families are finally moving ahead.

Table 2.1 presents Wisconsin and U.S. median income data for four person families,
going back to 1974. It shows that, for four person families, total income in Wisconsin is
presently $57,890 per year, nearly 12 percent above its 1979 level ($51,803). National
income grew nearly 14 percent over that same period, from $49,330 to $56,061. Perhaps
surprising, national income growth was stronger in the 1980s than the 1990s. Wisconsin
income, by contrast, recovered from disappointing performance in the 1980s to move ahead
more rapidly in the 1990s.

Throughout the Midwest, incomes have risen for four person families; peer states
show similar slow growth in the 1980s and surges in the 1990s. In fact, Table 2.2 makes
clear that the entire Midwest declined in relative standing during the 1980s, posting annual
growth rates well below the national rate of 0.8 percent per year. Iowa was hit hardest during
that decade; family income actually declined there. Michigan and Illinois fared best in the
1980s, with growth rates of 0.5 percent per year. Still, this was sluggish compared to
national rates.

By contrast, in the 1990s, these same states often posted growth rates that were
double the national rate. The national annual growth rate of income in the 1990s was 0.5
percent and Wisconsin nearly doubled that, with incomes growing by 0.9 percent each year.
Illinois, Indiana, and Iowa all grew at 1.1 percent per year. Median income in Minnesota
surged forward at four times the national rate, growing 2.1 percent per year. Only Michigan
moved at the national growth rate over the last decade. The growth of Wisconsin’s median
income is clearly good news; news that is shared with the rest of the region, and, in general,
exceeded by it.
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While Minnesota’s income growth stands out in this crowd, it is worth remembering
that annual income growth of greater than 2 percent was the norm in the first 30 years of the
post-war period. The American presumption of growing prosperity across generations was
established in that period and by such trends. It is clear that the economy is no longer
producing such substantial gains. The performance of the late-1990s is very good by recent
standards, but compared to what many working families grew up expecting, it is very
sluggish indeed.
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The Time Crunch: Substantial Family Work Effort Generates Only
Modest Income Gains

Currently, median family income in Wisconsin exceeds the national median income by
only 3 percent. Given that the state’s labor force participation so substantially exceeds the
national rate (see Table 1.5), this is insufficient payoff for greater work effort in the state.

Data constraints only allow work hours to be analyzed at a national level, but given
Wisconsin’s labor force participation trends, we know that the national story very likely
underestimates the state’s. To see how work hours have increased in recent years, let’s take a
married couple with two kids, a very typical member of the “four person family” population
examined here. By 1999, we know that such families increased their average annual work
effort to 3,600 hours. That is up 5.3 percent from the 3,418 hours of work posted by such
families in 1989 and fully 18 percent higher than the hours of work for those families in
1979.

The hours that American families work are at an all-time high. Committing 3,600
hours to the labor force, the median American family with two children has the equivalent of
1.73 full-time workers. The commitment of Wisconsin families to the labor market is surely
higher still. We are reaching a limit to the strategy of increasing hours of work in order to
secure a higher standard of living. At 3,600 hours of work and counting, how much more can
families commit to work and reasonably spend time with their kids? It is no surprise that
American families, especially those with small children, feel caught in a time bind: needing
time with their kids as well as income from work, and increasingly forced to choose income.

Poverty
We now turn our attention to the people in the state who have the least income: the

poor. Compared to the rest of the nation, Wisconsin has historically had a lower than average
percent of its population living below the poverty line, as Figure 2.1 makes clear. This
remains the case today, with a state poverty rate of 8.8 percent — substantially below the
national rate of 12.7 percent. (The poverty rate is defined as the percent of individuals whose
family income falls below the poverty line). Indeed, the latest data show Wisconsin as the
state with the second lowest poverty rate in the nation. Only Maryland performs better on
this benchmark. Still, the problem of poverty in Wisconsin is substantial and extreme for
specific groups, such as minority children. At present, more than 460,000 Wisconsinites live
in poverty, up from less than 400,000 two decades ago. Notice also that poverty has hovered
consistently around 9 percent even in the late 1990s, when family incomes at the median
advanced.

In terms of poverty in the Midwest over the last decade, Wisconsin stands out for low
levels of poverty, as Table 2.3 shows. Throughout the Midwest, poverty rates fall in the 9-11
percent range, substantially below the national rate of 13 percent. But Wisconsin’s poverty
rate is lower than any other peer state.

Wisconsin’s position relative to other Midwestern states changes when we consider the
trend in poverty over the decade. In fact, Wisconsin is the only state among this group that
actually posted an increase in poverty. While we remain the lowest in the region, our poverty
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advantage on other states has fallen because of this trend. Such stagnation in our poverty
rate suggests that there are some families that have been left behind by the economic boom.

Poverty varies substantially 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.
Good data on poverty for these groups are available only from the 1990 decennial Census
(the 2000 data are not yet available). In 1990, Wisconsin children were one and a half times
more likely to be poor than Wisconsin adults; women accounted for nearly two-thirds (60
percent) of non-retirement age poor adults, and nearly three-quarters (74 percent) of
retirement age ones.
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It is not surprising that poverty also varies by race, with people of color much more
likely to be poor than members of the white majority. That 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. In Wisconsin, nearly three quarters (72 percent)
of the poverty population was white in 1990.

Combining minority status with a young age, however, is surely the most likely
guarantee of poverty. In Wisconsin, 9.9 percent of white children were poor in 1990 (again
the most recent reliable data). This is distressing enough, but it is nothing compared to child
poverty rates of 33 percent among Hispanics, 46 percent among Native Americans, 49 among
Asians, and 56 percent among blacks in Wisconsin. While in the nation, too, minority
children have much higher rates of poverty than white children, the race differences in
Wisconsin are among the highest in the nation. Our white child poverty rate, for example,
was fifteenth lowest in the nation in 1990, while our black child poverty rate was second
highest, exceeded only by Louisiana. Here in Wisconsin, black children were more than 5.5
times as likely to be poor as white children. In Louisiana, for example, whatever the horrors
of its history of slavery, black children were “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 our state’s future. A mountain of evidence shows that poverty
dulls children — literally. It lowers their IQ, generates all kinds of learning disorders, and
slows their cognitive development. Finally, poverty hurts children — literally — because it
generates much higher rates of disease and physical disability.

Playing by the Rules, but Barely Getting By: Wisconsin’s Working
Poor

In Wisconsin, we have focused much policy attention on families who aren’t working.
We have focused less attention on the working poor, and that group — playing by the rules,
but barely getting by — has grown dramatically in the past 20 years. Figure 2.2 shows that
the share of working families that were poor has nearly doubled in the state over nearly two
decades — 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-to-late 1990s, however,
Wisconsin’s advantage relative to the nation had been cut in half, with the state’s share of
impoverished working families (8.9 percent) falling just over 20 percent short of the nation’s
(11.5 percent).

Today, looking at these realities, we should celebrate the growing income that many
families are finally experiencing. But we must also recognize that more progress is needed, if
Wisconsin is truly going to share its prosperity with all its residents. The make-do income
strategy of the past generation — increased work effort — cannot be pursued indefinitely in
the next. And with poverty rates still not declining and minority child poverty at such high
levels, who knows what the next downturn will bring?
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The income and poverty trends documented in the last chapter suggest that income
inequality may be on the rise. And indeed it is. In order to fully document this trend,
we turn our attention to distributional issues, with a detailed comparison of trends at

the bottom and top of the income distribution.

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

Growing Income Inequality in Wisconsin
Trends in average real (inflation adjusted) income for each fifth of the income

distribution provide a good yardstick for measuring inequality. Drawing on a national
analysis, we produced a report with the Wisconsin Council on Children and Families earlier
this year that compares trends in inequality in the nation and in Wisconsin, entitled “Pulling
Apart: The Strong Wisconsin Economy Masks Growing Inequality.” We draw on that report in
the findings presented below.

The national story of increasing inequality has been well documented and is reviewed
in Figure 3.1. From the late 1970s to the late 1990s, the average real income of the poorest
fifth of families fell 6 percent. Over that same period, the richest fifth of families experienced
a 33 percent income increase. Closer to the top of the income distribution, the story is even
more extreme; income rose by 55 percent for the richest five percent of families.

Wisconsin mirrors these national trends (Figure 3.1 and Table 3.1). From the late
1970s to the late 1990s, average real income of Wisconsin families in the bottom fifth of
earnings fell 2.6 percent to $17,324. At the same time, families in the top income quintile
saw their average income rise over 30 percent, to $141,588. At the middle of the income
distribution, the median family fared better than the bottom, but not as well as the top. For
the middle fifth of families, real income grew 7.7 percent to $53,610. So, while middle
income families moved slowly uphill, with an annual increase of income of just $190, the
state’s richest families sprinted forward, each year pulling in over $1,600 more than the year
before.

3. Income Inequality and
State Taxes
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While Wisconsin has traditionally been a national leader in terms of income equality,
recent trends have narrowed the difference between Wisconsin and its neighboring states.
Among peer states, in the late 1970s Wisconsin and Iowa posted the most equal income
distribution, with the income of the richest fifth of families at just over six times as much as
the income of the poorest fifth of families. At that time, Illinois posted the most unequal
income distribution; their richest families brought in more than 9 times the income of the
poorest families in the state. Over the last decade, however, the growth in Wisconsin’s ratio
outpaced every state in the region — for example, inequality in Wisconsin grew twice as fast
as it did in Minnesota.
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Finally, we should point out that Wisconsin’s recent surge in inequality has been
especially marked. From the late 1980s to the late 1990s, inequality grew rapidly in the
state, in spite of Wisconsin’s strong economic performance. The income of Wisconsin’s
poorest families fell slightly while the income of the state’s highest income families grew 26
percent (Figure 3.2). Nationally, over the same period, income at the bottom of the income
distribution rose slightly while the richest fifth of families gained 15 percent. As Figure 3.2
makes clear, Wisconsin’s recent growth in inequality far outstrips the national trend.

Inequality of Wealth is Even More Extreme
Income disparity alone, however, provides only part of the picture. Differences in

wealth—that is, disparities in ownership of stocks and bonds, real estate and other assets—
between the upper and lower echelons of American society are even more pronounced and
are growing more rapidly than the disparities in income discussed above.

Researchers have long known that a small percentage of Americans own the bulk of
assets. In 1995, for example, one percent of households owned 39 percent of the nation’s
wealth (and had 13 percent of the nation’s after-tax income). Eighty-four percent of all wealth
is owned by the 20 percent of wealthiest households. By contrast, the remaining 80 percent
of households hold only 16 percent of all assets. This disparity in wealth is currently greater
than at any other time since the Great Depression, and the booming stock market has
increased it. In addition, capital gains income and other income received by high-income
taxpayers have had extraordinary increases over the past few years as the stock market has
soared. Most capital gains income is realized by high-income taxpayers; nearly three-
quarters of all capital gains are realized by taxpayers with income exceeding $100,000. One-
quarter of all capital gains income is realized by taxpayers with incomes exceeding $1
million.
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Finally, wealth disparity is especially pronounced by race. Available data do not allow
us to examine disparity of income or wealth by race for Wisconsin, but the state trends no
doubt echo the national picture. In 1998, the average wealth in black households was only
18 percent of the average wealth of white households ($58,300 compared to $320,900, 1999
dollars). Additionally, fully 27 percent of black families have zero or negative net wealth while
only 15 percent of white families do.

In sum, stagnation of income for the poorest families and only moderate increases for
median families stand in marked contrast to the dramatic gains that high income families in
the state have secured over the last decade. In the past, rising tides have lifted all boats, but
it is clear that the economy has changed; Wisconsin’s growth has really paid off only for the
top 20 percent of the income distribution.

The State’s Tax Structure Exacerbates Income Inequality
Perversely, state and local taxes in Wisconsin are an additional source of inequality. As

Figure 3.3 and Table 3.2 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 12.3 percent; for those at its very top (the richest 1 percent of the
population), they are 8.5 percent. The poor have a tax burden 45 percent higher than the
rich. Including the federal deduction for state taxes in this picture only makes it worse. After
the federal deduction offset for local taxes, the bottom fifth are still paying at a 12.3 percent
rate, but the rich rate drops to 6.2 percent. Here, then, the poor are facing a tax burden
twice that of the rich.
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Wisconsin taxes are not only regressive, however, but also fairly high for working
families and the poor. With recent tax cuts, the situation has improved, as Wisconsin’s state
and local tax burden fell from 13.1 percent of personal income to 12.4 of personal income.
Even so, Wisconsin remains a relatively high tax state.

For a comparison with other states as shown in Table 3.3, we must rely on data from
1995 when Wisconsin burdens were slightly higher; at that point Wisconsin stands out for
the relatively high rates paid. Take, for example, 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. No other state in the region taxes middle-
income residents this much. For the bottom fifth of Wisconsin families, the tax rate of 13.6
percent 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 those who are better-off.
They could be consuming more, or better, public goods — education, transportation, safety,
etc. — which are 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 this is not the case. In Wisconsin, as elsewhere, social
services of almost all kinds have been cut, and such.
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You Get What You Pay For: Thinking About Wisconsin Tax Burdens
The taxes we pay support the services that benefit us — individually and collectively.

States with relatively high personal income tax burdens are among those states with the
strongest economies. Wisconsin’s higher taxes provide more than improved services. State
tax revenues also fund our system of shared revenue — the historic partnership between the
state and local governments. Shared revenue provides both a degree of local property tax
relief as well as a degree of tax equalization between local governments across the state.

But where there are higher taxes there should be correspondingly high tax equity
within the system. In Wisconsin this is clearly not the case. Moreover, state tax collections
during our recent economic boom have not been used to ensure long-term fiscal and
economic stability. Our state faces a short-term structural deficit of between $500 million
and $1.2 billion. The seriousness of this problem is amplified by the absence of any long-
term savings, despite the statutory mandate to appropriate funds as a safeguard against
unforeseen economic circumstances.

Instead, state revenue collections and forecasts of future revenue have been used to
finance politically expedient tax rebates and tax credits. Our public policy and resulting
budget priorities must recognize and plan for a changing economy — that is, something
slower than our recent boom.
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More than in any other developed nation, how you fare in the American economy
depends on how you fare in the labor market — on the quality of the job that you, as
an individual, are able to get and maintain. In this chapter, we look at trends in the

quality of jobs in Wisconsin, focusing on what most would consider the “bottom line” of job
quality: what they pay.

The news is much better than in the recent past. Median wages have increased each
year since 1995 and are now well above their values of a decade ago. Even so, the median
wage in Wisconsin remains 5 percent below the level of two decades ago — despite all the
improvements in workforce education and productivity since that time. For full-time
workers, for white men, for African Americans, and for people without college degrees, the
good news is substantially muted.

Trends in Wisconsin Wages
In this chapter we use 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 (2,321 in Wisconsin in 1999) is large enough to make statistically valid
inferences about the general population within it. The CPS provides information on wages,
hours, industry, and occupation for actual individuals, who in turn are classified by such
demographic variables as age, sex, race, and education.

In what follows, we analyze wage trends in Wisconsin over the 1979–99 period.
Throughout, we use median wages, not means, and report inflation-adjusted data, expressed
in 1999 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 $2.25
in 1999. So a worker making $10,000 in 1979 should not be thought of as less well off than
a worker making $22,514 in 1999, but rather the same. And a 1999 worker making $10,000
is actually making less than half as much, in real terms, as someone making that in 1979.)

Figure 4.1 and Table 4.1 display median hourly wage trends for Wisconsin and the
U.S. from 1979–99. 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 that
decline.

4. Wages in Wisconsin
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In 1979, the median worker in Wisconsin had a 5 percent wage advantage over the
nation’s median worker (annually, $1,000 for full-time workers in the state). By 1999, that
wage advantage had disappeared. In fact the national median wage slightly exceeded
Wisconsin’s in 1999. In terms of hourly wages, Wisconsin’s real median wage fell from
$12.43 in 1979 to $11.84 in 1999, a decline of 4.7 percent. Over the same period, the real
median national wage fell but then grew back to its original level, ending up at $11.87 in
1999.
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The economic expansion has finally put the median American worker back at the level
of income attained in 1979. Unfortunately in Wisconsin, median wages are still below 1979
levels. It may be tempting to pay attention only to the last five years of wage growth, and the
substantial gains made since 1989 are indeed important. However, today’s typical workers —
much more educated than in 1979, working with better technology, and thus more
productive — actually make less money than their predecessors just a generation ago. And
Wisconsin’s once substantial wage advantage relative to the U.S. for the median worker has
evaporated.

Disaggregating Wisconsin’s population by sex, we see that wage declines have
concentrated on men. In fact, Table 4.1 shows that men’s wages remain below their 1989
values and are nearly 17 percent lower than in 1979. The male median wage fell from $15.87
per hour to $13.23 over 1979-99. Nationally, over the same period, men’s wages declined 10
percent (down from $14.93 to $13.40 at the median). Wisconsin men fell even farther than
men nationally. Again, there is improvement in recent years, though in this case
“improvement” means stagnation. Wisconsin men’s wages dropped 3.5 percent over 1989–
99; nationally, men’s wages dropped only 1 percent. Wisconsin men are falling behind, and in
recent years, falling more swiftly than their national cohort.

Women’s wages in Wisconsin, on the other hand, have improved, albeit more slowly
than women nationally. Over 1979–99, the median wage of Wisconsin women increased 7.6
percent — from $9.45 to $10.17 — while women nationally showed a median wage increase
of 9.9 percent — from $9.38 to $10.31. These wage increases are not enormous, by any
means, but full-time working women at the median are bringing home $1,500 more annually.
Notably, Wisconsin women, having lagged behind their national sisters in the 1980s, closed
that gap during the 1990s, posting substantial gains over the period.

Finally, Table 4.2 looks only at full-time workers (Table 4.1 includes both full and
part-time), who are of particular interest because they are more likely to be household or
family “breadwinners.” From the perspective of these workers, the 1990s have offered
considerably less progress than for the overall workforce. In fact, wages for this group went
up only $0.20 per hour from 1989-99: a two-cent increase each year for the decade. This
slight gain still leaves Wisconsin’s breadwinners fully 9.4 percent below medians in 1979 —
while nationally, this group’s wages fell just 3.4 percent over the same period. Disturbingly—
and paradoxically—those working the most in our economy are gaining the least from it.
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In summary, Wisconsin’s median wages declined faster than national wages during the
1980s, but then made up some of the lost ground in the 1990s. Despite this recent good
news, however, wages in the state are well below their levels of two decades ago, and —
considering the whole of the 1979–99 period — have declined in contrast to the nation. And
as just indicated, what positive wage gains did occur in Wisconsin during 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 4.3, women still face a considerable “gender gap” in wages — the

difference between what they earn on average per hour and what men earn. In Wisconsin in
1999, as in the U.S., the ratio of women’s to men’s earnings was .77, indicating a gender gap
of 23 percent.

Both in Wisconsin and the nation, the gender gap is closing. Unfortunately, as Figure
4.2 makes clear, this owes more to the decline in men’s wages than to the rise in women’s
wages. Nationally, over 1979–99, the ratio of female to male median hourly wages rose 14
percentage points, from 63 to 77 percent. However, if men’s wages had remained constant
over that period the ratio would have improved only 6 percentage points, to 69 percent. In
Wisconsin, matters are worse. Our ratio of female to male wages rose from 60 to 77 percent
over the period, but if male earnings had remained constant the ratio would have risen only
to 64 percent. Obviously, it is hardly a victory when gender equity is achieved simply because
men’s wages decline.

 Men’s wage advantage over women results from both their concentration in higher-
wage industries and the higher wages that men receive within industries. Thus, industrial
stratification by sex contributes to the gender gap. The construction industry provides a case
in point. Men are nearly ten times more likely than women to be employed in this relatively
high-paying industry, which employs 10 percent of men but just 1 percent of women. And
within the industry, the median wage for men is 13 percent higher than the median wage for
women.
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Figures 4.3 and 4.4 show these two effects. Figure 4.3, recording the distribution of
employment by sex and industry, shows that women are concentrated in lower-paying
sectors. Figure 4.4 shows that, within those industries, women are clustered in the poorer-
paying jobs. In Finance, Insurance, and Real Estate (FIRE), for example, the female median
hourly wage was $11.55 per hour in 1999, nearly 40 percent lower than men’s median wage
of $18.27. In durable manufacturing, women’s wages were almost 30 percent below those of
men in the same sector, while in wholesale trade, women’s wages were over 20 percent below
those of men. Even the professional services industry, with a relatively high concentration of
women, exhibits a substantial gap in wages.

= 5% of Female Labor Force= 5% of Male Labor Force
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The Race Gap
Figures 4.5 and 4.6 display wage trends by race in Wisconsin and the U.S (see also

Table 4.1). The downward trend for blacks in the state is unmistakable. Wages have declined
substantially from 1979 values for black Wisconsinites. And this compares poorly both to
wage trends for whites in the state and to national trends for blacks. Recent years have
proven more positive, however, with wages for both black men and women moving up during
the late-1990s. This turnaround in wage trends is one among the most positive signs we
document in this report.
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Figure 4.5 provides the best illustration of these differential trends by race. Black men
in Wisconsin saw their wages fall between 1979 and 1999, from well above the national
median, down to the national level. Specifically, their earnings declined 23 percent over that
period — more than twice as fast as the 9 percent decline among black males nationally.
This shift in the relative standing of Wisconsin blacks is remarkable. At the beginning of the
period, black men in Wisconsin enjoyed a 20 percent wage advantage over their national
cohort; today, there is almost no difference. Wisconsin’s black men have made some strong
wage gains over the last three years, which is a positive reversal of a very long-standing
negative trend. It will be important to monitor this trend in the future.

Among black women, the story is similar (Figure 4.6). For black women nationally,
wages grew slightly over the 1979–99 period. In Wisconsin, they plummeted from well above
the national median to below it. But in the latter half of the 1990s, Wisconsin’s black women
have moved forward again, surpassing the national cohort in 1999. Note, however, that these
trends still leave black Wisconsin women with median wages that are 7 percent below their
1979 levels — and their advantage over the national median has been cut in half, falling from
21 to 8 percent.

The Education Gap
Wages are also increasingly stratified by education, as Table 4.4 makes clear.

Wisconsinites with college degrees have seen significant increases in their wages, while those
with less education are falling behind — mirroring trends for the nation as a whole.

Among Wisconsin men, college graduates saw their wages increase significantly (by 15
percent) over the past two decades. But for the majority of men holding less than a college
degree, the picture was one of unrelieved wage declines: 36 percent for high school dropouts,
21 percent for high school graduates, and 17 percent for those with 1-3 years post high
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school education. The upshot is that for men, the college/high-school gap has grown at a
steep rate, from 16 percent in 1979 to 69 percent in 1999.

Among Wisconsin women, college graduates posted even more substantial gains (25
percent) than did their male counterparts. But again, the majority of women do not hold
college degrees, and for them, the past two decades have been much less kind. Wages have
barely moved for women with some college experience (up 2 percent) or with high school
degrees (up 1 percent). And among high school dropouts, wages declined by 11 percent. So
for women, the college/high-school gap has also grown, from 40 percent in 1979 to 72
percent in 1999.

Here and in the nation, only the most educated have reaped the benefits of the new
prosperity. For the majority of Wisconsin workers (75 percent) who do not hold a four-year
college degree, wages have either declined or stagnated.

Table 4.4 does show a promising trend, however. Individuals with some college
experience (though not a college degree) have seen their wages grow in the past decade (4
percent for men, 7 percent for women). These are workers who have invested in acquiring
additional skills — via Associate’s Degrees or occupation-specific training — and Wisconsin
is finally starting to reward their efforts. Note that their national counterparts have seen no
such gains in recent years, perhaps indirect evidence of the strength of our technical college
system.

Wages, Industries, and Unions
The declining fortunes of workers without a college degree are usually pinned to the

rise of high-tech industries and the increasing need for computer and “knowledge-based”
skills. To some extent, it is true that the deindustrialization has hurt less educated workers,
with the flight of manufacturing jobs that used to provide family-supporting wages to high
school graduates. But especially in Wisconsin, there is another trend that has actually been
more important: the decline of wages within manufacturing, driven in large part by the
decline in unions.

Table 4.5 shows how median real wages have changed at the industry level over time.
Two decades ago, the highest paying jobs were to be found in the core industries of
manufacturing, construction, and transportation, with wages that were between 50 and 100
percent higher than those in the service sector. But between 1979 and 1999, wages in
construction fell by 21 percent; in non-durable manufacturing by 19 percent; in durable
manufacturing by 15 percent, and in transportation and communication by 25 percent.
Again, these are industries that typically do not require a college degree of front-line workers,
and so it is less-educated workers that have been hit strongest.

Especially in recent years, the problem is not so much that manufacturing jobs have
left the state, but that they pay much less now than they used to. Figure 4.7 underscores the
point, by showing each industry’s wage change between 1979 and 1999 alongside the percent
of the workforce that it employs. In 1999, fully 26 percent of Wisconsin workers held
manufacturing jobs and another 11 percent held jobs in construction and transportation
industries — a substantial part of the economy. Yet these industries lead the state’s economy
in the extent of their wage losses over the past two decades.



34

State of Working Wisconsin

��������	


����������	��
���������������������������������

���������������	��
�����������

������	�

�����������������������������������������
���������������������������

���� ���� ������	
�����

��������������������������������� ����	�� ����	�� ��	 �!
"����������� �
	#� � 	�
 �$�	�
%���&����������'�������� ��	 � �$	�
 ���	�
&����������'�������� ��	 
 �$	�� ���	�
�����(����������"�))���������������*�����+�������� ��	�� � 	�� �$�	�
,-������������� ��	�� � 	�� �#	�
.����������� 
	�# �	$$ �	�
*���������/��������)��������.������������0��1���� 
	�� �	 � ��	#
2������������.�(����0��1���� ��	$� ��	�� �#	#
�3./ ��	�� �$	$� �#	�
*��'���������0��1���� ��	 � �$	�� ��	�
*�������)����������� ��	$ ��	�� �	�

���������������	��
�����������

Agriculture

Construction

FIRE

Personal Services

Business & Repair Services

Retail Trade

Transportation

Non-Durable Manufacturing

Wholesale Trade

Durable Manufacturing

Professional Services

Public Administration

-30 -20 -10 0 2010

= 5% of Labor Force in 1999

change in real median wages



35

Wages in Wisconsin

Service industries, by contrast, have seen positive wage growth between 1979 and
1999, in some cases quite robust wage growth. And they also employ a substantial portion of
the workforce. But only some of these industries pay good wages, and rarely do they exceed
wage levels found in the more traditional goods-producing sector. It is therefore especially
good news that wage growth in especially retail trade, personal services, and business and
related services has been positive in recent years (until the early 1990s, these industries
showed declining wages).

Still, the manufacturing sector will continue to be a critical part of the economic base
of Wisconsin, and so it is worthwhile to take a closer look at what has happened to it over
the past two decades.

According to county employment data from the state, while some firms shut down
and others moved workers abroad, in 1998 there were almost as many manufacturing jobs
in the state, 566,000, as there were in 1979, when there were 583,000. But the jobs have
moved. Specifically, firms left Milwaukee, Racine, and Kenosha. Over the 20 year period,
those counties lost 96,000 manufacturing jobs, or 45 percent of their base. Meanwhile, the
rest of the state picked up 78,000 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, manufacturing employers in Milwaukee, Racine, and
Kenosha pay higher wages — on average, $39,000 per year (1998 dollars). 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, $33,000 annually. Just in this one sector,
then, the movement of 78,000 jobs out of the first area meant a loss in worker income in the
state of $421 million annually.

The union story merits elaboration as well. In line with national trends, unionization
in Wisconsin has declined dramatically, 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 352,000 greater than it is today. What’s the
wage effect? In Wisconsin in 1998, average hourly wages for a union worker were $16.08, as
compared to $13.03 for the average non-union worker. Yearly, this 23 percent “union
premium” in pay amounts to $6,060 (calculated on a full-time, year-round basis). Had those
352,000 workers gotten it last year, it would have represented a $2.1 billion boost in
Wisconsin worker income. Evenly distributed over the entire labor force, that would have
meant a $0.41 hourly wage increase for every Wisconsin worker, making our state median
wage $12.25 rather than its current $11.84. Calculated this way, the decline in unionization
in the state can be assigned almost a third of the wage decline over 1979–99.

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
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.



36

State of Working Wisconsin



The previous chapter offered a broad overview of Wisconsin’s median wage trends,
which have been rising steadily in recent years but have not yet rebounded to their
1979 levels. In this chapter, we will document an important factor holding back our

progress: the continuing proliferation of low-wage jobs in Wisconsin’s labor market.

The growth in badly-paid jobs helps to explain why even the current strong economy
has not made up the ground that Wisconsinites lost over the past two decades. It also helps
to explain the rising income inequality that we documented in Chapter 3. In order to better
understand the magnitude of this problem, we focus our attention on the bottom of the labor
market and document the share of workers earning wages below the poverty line.

Looking to the bottom of the labor market makes it clear that Wisconsin’s booming
economy is not paying off for everyone. We find that significant numbers of workers in the
state are still locked out of jobs that pay family-supporting wages — not just women, but
increasingly men as well. Poverty-wage jobs are an especially acute problem for blacks in the
state, and those who stopped their education after high school.

We go further to document factors that make for bad job quality: the strong growth of
low-wage service industries; lack of access to full-time work; the large number of entry-level,
non-unionized jobs; and the fact that low-wage jobs often “trap” workers and lead to low-
wage careers. Understanding these realities can contribute to the formation of a policy
agenda to improve the quality of jobs that Wisconsin’s boom is generating. Policy makers at
all levels — elected officials, economic development experts, family advocates, and
community leaders — should consider these realities so that we can begin to improve the
quality, rather than just the size, of Wisconsin’s job base.

The Growth in Poverty-Wage Jobs
We begin by presenting data on trends in “poverty-wage” jobs, using the Current

Population Survey described in the previous chapter. We define these as jobs paying a wage
insufficient to lift even a full-time (40 hours a week), year-round (52 weeks a year) worker to
the poverty line for a family of four with two children. In 1999 dollars, this wage was $8.12
an hour or less; if someone worked full-time for the entire year, annual earnings at this rate
would be $16,895.

5. Poverty-Wage Jobs
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Of course, this definition of “poverty wage” is somewhat arbitrary. We could have
chosen the poverty line for a family of two, or five, or some other wage level entirely. And not
all workers who earn “poverty wages” are actually living in poverty. They may be part of a
household or family that has other earners on whom they can rely for support. At the same
time, it is important to remember that workers who earn poverty wages often can find only
part-time jobs and often have spouses who hold jobs similar to their own — so that poverty-
wage jobs are a good indicator of working poor families. Moreover, our interest here is to
track the quality of jobs being generated in Wisconsin, and no one would call eight dollars an
hour a good job.

Table 5.1 shows the trend in poverty-wage employment in Wisconsin over time. In
1979, one in five Wisconsin workers (21 percent) worked in a poverty-wage job. Over the
next decade, this number increased significantly, to almost one in three workers (30 percent)
in 1989. The 1990s then brought a reversal of this upward trend. Poverty-wage employment
has receded, especially in the last several years, dropping back to 22 percent of all jobs in
the state in 1999. As with median wages, the last several years have boosted the standing of
workers at the bottom of the labor market and job quality appears to be improving for some.

But this aggregate trend is very misleading. When we break it down for different
groups, we find that many workers have, in fact, not shared in the overall reduction in low-
wage jobs.

We start with the race-sex breakdowns in Table 5.1. Among the four groups, only
white women have seen a decline in poverty-wage jobs over time, down from 36 percent in
1979 to 27 percent in 1999. This is, of course, an enormously encouraging trend, but clearly
there is still a long way to go. Even with these substantial declines, more than one-in-four
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white women in Wisconsin currently earn poverty wages. White women are still much more
likely to hold poverty-wage jobs than white men, but while in 1979, they were 3.5 times more
likely to hold such jobs, in 1999 they were less than 2 times as likely. This mirrors the
decline in the gender gap in median wages documented in the previous chapter; white
women are making progress relative to white men.

For the other three groups, however, poverty-wage employment has actually increased.
This is most apparent among black men, where the percent of workers with low-wage jobs
has more than doubled over the last two decades (from 14 percent in 1979 to 30 percent in
1999). Black women show a similar trend over the same time period, with low-wage jobs
growing from 27 to 35 percent. Figure 5.1 gives the full historical perspective on this trend.
While the second half of the 90s decade brought some relief, over the long run there has been
a marked deterioration in job quality for African Americans in this state. We are now at the
point where roughly a third of black workers does not hold a job that pays above the poverty
line.

White men are the least likely to earn poverty wages, as one might expect. In 1999,
less than 16 percent held a poverty-wage job. But this represents an increase of 53 percent
over 1979, when only one-in-ten held such jobs. In fact, white men are second only to black
men in the extent of the deterioration in job quality over the past two decades.

The next entry in Table 5.1 focuses on trends for full-time workers only. Part-time
jobs generally pay less than full-time ones, and so it might be that some of the increases in
low-wage jobs documented above could just reflect an increase in part-time employment. The
table does indeed show that full-time workers earn poverty wages less frequently than does
the overall workforce. But distressingly, it also shows that full-time workers have actually
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seen a growth in poverty-wage jobs, in contrast to the workforce as a whole. In 1979, just
one in nine (13.5 percent) full-time Wisconsin workers earned poverty wages. In 1999, one in
six did (16 percent) — an increase of 19 percent. Clearly, finding a full-time job does not
guarantee a good wage in our new economy; this is a serious problem since full-time workers
are most likely the main breadwinners in their family.

Finally, less educated workers have suffered the most from the expansion of poverty-
wage jobs. Table 5.1 shows that in 1999, more than half of high school dropouts in the state
earned poverty wages, almost double the percent in 1979. High school graduates fared
somewhat better, with only a slight increase over the past two decades. Still, in 1999 roughly
one-in-four (26 percent) high school graduates held a low-wage job. And note that these two
groups of workers still represent the majority of Wisconsinites.

By contrast, workers with some college experience or a college degree saw a steady
decline in poverty-wage jobs over the same period — supporting the argument that skills
have become more important in the new economy. Still, it is worrisome that 23 percent of
Wisconsin workers with some post-secondary schooling held a poverty-wage job in 1999.
These are workers with Associate’s Degrees, certificates, and occupation-specific training,
surely indicators of solid skills. The fact that almost one in four of these workers have badly-
paid jobs suggests that Wisconsin is not doing enough to reward its residents’ investments in
training.

To summarize, poverty-wage jobs are an enduring reality of Wisconsin’s economic
landscape, accounting for one-in-five workers. Moreover, such jobs have grown significantly
over the past two decades for African Americans, white men, full-time workers, and those
with a high school degree or less. In order to fully appreciate the impact of this trend — and
the policy solutions that will be required — we now turn to some of the factors that are
correlated with low-wage employment.

What Makes for Bad Job Quality?
A full understanding of poverty-wage jobs means that we have to look beyond simply

the fact that they don’t pay well. There are systematic factors that make for low-wage
employment, which can tell us a lot about the steps that Wisconsin policy makers need to
take in order solve the “bad jobs” problem. Here we document three such factors. First, low-
pay service industries play a strong and expanding role in the state’s economy and generate a
significant portion of Wisconsin’s jobs. Second, poverty-wage earners tend to work part-time,
in entry-level positions, and in non-union workplaces, making work less stable and
supporting a family more difficult. And third, low-wage jobs tend to trap workers in chronic
instability and lead to low-wage careers over the long run.

In what follows, we compare two groups of Wisconsin workers: those in poverty-wage
jobs (as defined earlier with wages equal to or less than $8.12 per hour), and those in what
we will refer to as “higher-wage jobs” (wages greater than $8.12 per hour).

Low-Wage Service Industries

Wisconsin has historically had a strong manufacturing base, offering middle-class
wages and good benefits to workers without a college degree. Like the rest of the nation,
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however, Wisconsin has seen a shift from manufacturing to service industries since the early
1970s. Although Wisconsin has managed to retain a larger share of manufacturing jobs than
most states, the majority of its job growth has come from the service sector.

This is both good and bad news. At the upper end of the service sector, there are a
number of industries that pay well. For example, in 1998 the average weekly pay in
Wisconsin in finance, insurance, and real estate industries was $698 a week (See Table 1.2).
This is comparable to the weekly pay in manufacturing ($700) and construction ($679). Yet
there is also another side to the new economy, namely industries that have low weekly
earnings, such as retail trade ($275) and services ($478).

From the perspective of measuring job quality, what is important is that these low-pay
industries have grown just as strongly as high-pay industries during the past two decades.
For example, between 1979 and 1999, more than a third of Wisconsin’s net job growth (36.4
percent) came from retail trade, business and repair services, and personal service
industries. This balances out the 32.2 percent contributed by professional services and the
10 percent contributed by finance, insurance, and real estate.

With this overall picture in mind, Figure 5.2 shows that in 1999, poverty-wage
workers were much more likely to hold jobs in the bottom of the service sector — again,
retail trade, business and repair services, and personal services. Combined, these industries
accounted for almost half of all poverty-wage jobs (48 percent). By contrast, only 17 percent
of higher wage workers held jobs in these industries.

The flip side of the story is that poverty-wage workers are much less likely to hold
jobs in manufacturing industries — 12 percent, as compared to 29 percent for higher-wage
workers. The same finding holds for construction, transportation, and wholesale trade. As
we saw, these are industries which have traditionally done a much better job of providing
family-supporting wages.
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Hours, Unions, and Occupations

Poverty-wage workers face additional obstacles. First, they are less likely to find
stable, full-time employment and instead bounce through a series of short-lived jobs. Table
5.2 shows that in 1999, the percent of part-time jobs was almost four times higher for
poverty-wage workers than for higher wage workers (41 percent compared to 11 percent,
respectively). Moreover, while our data do not have information on weeks worked during the
year, other studies have shown that part-time jobs tend to be part-year jobs as well. The
upshot is that access to stable, long-term jobs is a serious problem at the bottom of the wage
distribution.

A second problem is that poverty-wage jobs are much less likely to be unionized —
not surprising, since unions are often able to bargain for higher wages. Still, the gap in
representation is striking. In 1999, only 6 percent of poverty-wage workers held union jobs,
as compared to 23 percent of higher-wage workers.

Finally, jobs that don’t pay well tend to consist of entry-level and front-line positions.
Table 5.2 shows that poverty-wage workers were more likely to hold sales and service jobs
than higher wage workers (49 percent as compared to 15 percent) and less likely to be
managers, professionals, and technicians (11 percent as compared to 36 percent). Note also
that when poverty-wage workers do hold manufacturing-related jobs, it is usually not in the
better paid craft jobs (only 6 percent), but rather front-line labor jobs (19 percent).

This difference in occupations is instructive. For example, the reader may have
noticed that in Figure 5.2, poverty-wage workers were strongly represented in professional
service industries and in finance, insurance, and real estate (28 percent). These industries
are typically seen as the vanguard of the service sector, filled with managers, stock brokers,
and technology wizards. In truth, however, these industries tend to be stratified between a
tier of high-skill jobs and a tier of low-skill jobs, such as customer service representatives —
hence the presence of low-wage workers even in this elite niche.
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Workers Get Caught in the Low-Wage Career Trap

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

In order to illustrate this pattern, we shift to a different dataset that allows us to track
workers over long periods of time. The Wisconsin Department of Workforce Development
maintains Unemployment Insurance data files, which record quarterly earnings for
individuals working in the state. The advantage of these data is that, unlike the Current
Population Survey, we can follow workers over time and record any progress they make in
terms of earnings. The disadvantage is that very little additional information is available. We
do not know the workers’ sex, race, or education, for example, and we do not know how
many hours and weeks they worked in a given quarter. In what follows, we present data on
the percent of workers with quarterly earnings that fell at or below the poverty line. This
percent differs from the ones in Table 5.1 above, because we have not been able to adjust for
hours or weeks worked. Still, as we will see, this measure is more than adequate to the task
of identifying workers who are stuck in low-wage jobs over the long term.

In Figure 5.3, we begin by focusing on the year 1990 and record the percent of
workers who had quarterly earnings insufficient to lift a family of four above the official
poverty line.

In 1990, almost one in three workers (32 percent) had quarterly earnings that fell
below the poverty line. Following this group to 1997, we see that eight years later, nearly 54
percent of those same workers still held a poverty-earnings job. Only 12 percent had
managed to reach the pay range of 150 to 200 percent of the poverty line. And only 9 percent
had managed to rise into what we would consider the middle-class, with quarterly earnings
that were twice the poverty line or more.
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… below
the poverty line

31.8%

… above
the poverty line

68.2%

Where did
they end up in 1997?

In 1990, percent of workers
who held a job with earnings:

Still below the poverty line 53.5%
Earned 100-150% of poverty line 25.7
Earned 150-200% of poverty line 11.6
Earned more than 200% 9.2

Moved below the poverty line 11.0%
Earned 100-150% of poverty line 16.1
Earned 150-200% of poverty line 21.0
Earned more than 200% 52.0
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By contrast, the vast majority of Wisconsin workers who were above the poverty line
in 1990 were still above it in 1997. About a third (37 percent) was earning between 150 to
200 percent of the poverty line, and more than half (52 percent) were earning at least double
the poverty line.

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

Now, some might argue that this is purely a function of lack of skill. While the data set
used here does not give information on education level, other research on low-wage careers
has shown that skill is not the whole story. Low-wage jobs of the type one finds in retail trade
and other service industries exert their own negative pull on worker’s careers: few skills are
learned, and there are few opportunities for promotion.

The Geography of Poverty Wages
A common perception is that low-wage jobs are limited to Wisconsin’s inner cities,

perhaps reflecting a less-skilled labor poor or the influx of immigrant workers. But a closer
looks reveals that, in fact, no region in the state is immune to the problem of low-wage work.
For the following analyses, we continue to use the State’s Unemployment Insurance records
and examine quarterly earnings on a county-by-county basis.

The first map in Figure 5.4 takes all Wisconsin workers who had quarterly earnings at
or below the poverty line in of 1997. It shows where these workers were located: clearly, the
large majority was in just a few counties: Milwaukee, Waukesha, Dane, Brown, and
Outagamie.
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But this map only tells part of the story. We can also approach the issue from another
angle, and instead ask, within each county, how many workers had quarterly earnings at or
below the poverty line? This is a question about communities and the type of opportunities
they offer to their residents.

The second map in Figure 5.4 shows, of all the workers within each county, the
percentage that had poverty level earnings. And here, the picture changes dramatically.
Residents of rural counties in Wisconsin clearly had a higher likelihood of holding a poverty-
wage job than did urban residents.

So in terms of raw numbers, the majority of Wisconsin’s poverty-wage jobs are in
urban areas, simply because those areas have most of the jobs in the state. But a higher
percentage of jobs in rural areas pay very low wages.

From a worker’s perspective, the second point is probably the more relevant way of
looking at things, because it indicates the chances of finding a good job. And from a
community’s perspective, this is also the more relevant way of looking at things, because
when there aren’t enough good jobs around, other measures of social health deteriorate. The
upshot, then, is that low-wage jobs are every region’s problem. The challenge of raising living
standards spans the state, and can only be solved through concerted action on all fronts —
urban and rural, regional and statewide.
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Working families in Wisconsin are, on average, better off than they have been in two
decades, and trends point in the direction of further improvement. Even so, some
workers are still falling behind, inequality is on the increase and, at the bottom of

the labor market, many continue to bounce through a series of low-wage, dead-end jobs.
How can we maintain and build on the strengths of Wisconsin’s present economy, while
making improvement on these problems? In this chapter, we outline some of the policy
options.

Before doing so, however, we anticipate and respond to four common objections to
thinking seriously about these matters in the first place.

We’re Biased

How the economy is doing for working families is a politically charged topic, and
inevitably those with different political agendas will “spin” the facts in different ways. Here at
COWS we are sometimes accused of only looking for bad news — and deliberately ignoring
favorable economic trends. We think this charge is unfair, and unsubstantiated. We make
every effort to be accurate and objective in our documentation, and report the good news
along with the bad. If there is any “bias” in our focus, it is simply to shine a spotlight on the
well-being of those who make up most of our economy — viz. working families themselves —
but whose fate within it is usually not reported on with depth. We do believe, and this shows
our values, that in a democratic society the measure of economic performance is whether the
fruits of prosperity are widely shared. But this should not a controversial view. It’s just
another way of stating the “American dream” of widening opportunity, and rising living
standards, for most of the population. And in seeing how that dream is doing, median wage
trends, especially those for specific race, gender, and education groups, speak to the day-to-
day reality of working families in the state better than a quick review of job growth or the
unemployment rate.

1979 is a Bad Benchmark

A closely related charge is that 1979, the year we use as a benchmark for most over-
time comparisons, is an unfair one. That was about the time the U.S. economy began
behaving differently than it did in the past — when each generation did better than the one
before, wages rose fairly steadily, and productivity and wage growth tended to go hand in

6. Toward a Policy Agenda
for Working Wisconsin
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hand. But 1979 is not, for workers, the best year of American economic performance; on
most wage and income measures, that pride of place goes to 1973. So we’re not deliberately
choosing a year in comparison to which everything looks bad. And 1979, because it was a
year for which we have decennial census data, because it’s sufficiently long ago to mark an
intervening generation of economic experience, and precisely because it preceded the
troubled wage history of the 1980s-90s, seems like a recommended benchmark. What we at
COWS are trying to make sense of, and working to reverse, are the troubling wage and
income trends of this period. The fact that real wages are still below their 1979 values shows
— even after some five years of good economic news for workers — just how far we still need
to go.

W2 Will Change All This

Some argue that the basic wage trends reported here will look substantially different
once the latest effects of welfare reform are known. But this seems very improbable. For one
thing, we deliberately focus on median wages — again, those at the very center of the income
distribution — and these (unlike average wages) are insensitive to movements at either tail of
that distribution, among the very poor or the very well-off. For a second thing, even before
W2, the welfare population in Wisconsin was only a tiny fraction of the total workforce. It’s
simply not big enough to make much difference in the aggregate numbers.

Productivity Has Turned Around

Finally, some point to the nation’s strong recent showing in annual productivity
growth as evidence that our time of troubles is now behind us, and that, inevitably, adverse
wage trends will be reversed. We certainly welcome the recent productivity numbers, and
indeed do think that they point to an economy that, at least on this measure, is
fundamentally more vibrant than in the recent past. But productivity growth per se doesn’t
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guarantee that the benefits will trickle down to workers. As Figure 6.1 makes clear, median
wage growth has long lagged substantially behind productivity growth, and has continued to
even during the recent productivity upsurge. Presently, workers are nearly fifty percent more
productive than they were in 1973, but even average compensation is just over 15 percent
higher than its 1973 value, and among men, and at the median, the news is substantially
worse. Men are still below their levels of 25 years ago, and the overall median is only a tiny
bit above it. If this trend is allowed to continue, we’ll have an ever more productive economy,
but again one in which the fruits of that effort and intelligence are not widely shared.

Building the High Road in Wisconsin
Wisconsin’s current economic strength permits us to pursue a more inclusive future

for Wisconsin residents. We can choose to embrace and extend Wisconsin’s egalitarian past,
and to expand it into the future, but to do so will require careful thinking, bold strategies,
and new coalitions. And that means that at least part of what must happen is to let the
discussion on the economy begin. Discussion about the state of our state needs to happen
throughout Wisconsin — inspired by community and faith-based groups, by leaders’ forums
and policy makers, by academics and activists. We offer this report as a contribution to a
growing statewide dialogue on what economic growth has meant for the working families of
Wisconsin and what paths our future should follow.

Crafting the solutions for sustaining a shared prosperity will not be a simple process.
There is no single “magic bullet” that can ensure it. We do not presume to have all the
answers, but some of what needs to be done is clear enough. Preserving Wisconsin’s
traditions, and extending our economic prosperity, requires an agenda to improve the quality
of jobs, support working families, reduce racial disparity, and strengthen our cities.

Improve Job Quality in the State
Wisconsin’s economic strength affords us the opportunity to make strategic choices

about economic development. This is the chance to raise the floor at the bottom of the labor
market and close off the low-road, low-wage option in the state. To ensure that economic
strength brings prosperity to all we should strengthen the minimum wage and unions,
support education and training initiatives, improve business accountability, and increase
employee ownership in the state.

Raise and Index the Minimum Wage

Increasing the earnings for workers at the bottom of the labor market is one direct
way to make work pay. Contrary to the popular image, most minimum wage workers are
making direct contributions to family income.

Increase the state minimum wage and index it for inflation. Ten states have minimum
wages higher than the federal level. Washington State, for example, recently enacted an
increase to $6.50 per hour, effective in January 2001, with indexing for inflation in
subsequent years.
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Support and Expand Worker Representation

Unions in Wisconsin have a strong history of promoting workers’ interests, promoting
high-road economic development, and increasing the incomes of state residents. Unions are
also key partners with managers in finding ways to invest in workers. For these reasons, we
should continue to support Wisconsin’s union heritage and look for ways to expand coverage
in the state. We should also experiment more, as have other states, in harnessing worker
representation as a tool for regulatory enforcement and industrial upgrading.

� Support Project Labor Agreements between contractors and building trades
unions that set the terms and conditions for management and labor on
construction projects. Last session the Wisconsin Assembly proposed to ban such
agreements on publicly-funded construction projects. That was a mistake.

� Oppose so-called “paycheck protection” laws which severely limit the ability of
unions to defend the interests of their members and those of workers generally.

� Encourage more constructive labor-management relations by including a check on
management practice (for example, its record of labor law violations) in public
contracting.

� Support those unions and firms that are working together, rather than at
loggerheads, through state funding of “high road partnerships” between
management and labor.

Support Education and Training Initiatives that Build Career Ladders

Even as low-wage workers struggle to get out of the low-wage job trap, employers in
some of Wisconsin’s best paying industries are struggling to find qualified workers.
Wisconsin is in an ideal position to overcome the skills gap in ways that payoff for both
businesses and workers. Wisconsin also is home to one of the nation’s premier industry
partnerships, the Wisconsin Regional Training Partnership (WRTP), a partnership of more
than 60 firms in Milwaukee’s durable manufacturing sector that has implemented strategies
to overcome the gap in the Milwaukee region.

� Implement and expand workforce development and training initiatives for the
current workforce that allow people to move into family supporting jobs.

� Expand and replicate comprehensive partnerships in leading industries that
support technology upgrading, workplace education, and employment assistance
for disadvantaged workers.

Improve Accountability in Economic Development Assistance

Wisconsin provides tens of millions of dollars in economic development to firms every
year in the name of creating and retaining jobs. Despite the huge amount of money involved
there is very little reporting to determine if recipients lived up their promises, whether jobs
were created or retained, or that the firms we subsidize are supporting working families. It is
reasonable to expect accountability and cost-effectiveness in business subsidies funded by
Wisconsin’s taxpayers.
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� Implement a reporting system similar to those in Minnesota and Maine to answer
such questions as: how many jobs were created or retained, what were the wages
and employer-provided health care benefits of those jobs, and in what industries
were those jobs.

� Require local and state agencies to develop criteria for awarding subsidies,
including a policy for wages and benefits for newly-created jobs. Require
companies that fail to meet their wage and job creation goals within a reasonable
time frame to pay back, with interest, at least a prorated amount of the
development assistance.

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.

� Encourage the development of employee stake generally — in the form of worker
cooperatives, general stock ownership corporations, Employee Stock Ownership
Plans, and other means to “share the wealth.”

� 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 dividend from their investment. 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.

Support Working Families
Wisconsin’s families are working more than ever before. This is a chance to direct

state policy in ways that support families and allow families that are playing by the rules to
make ends meet. To ensure that our working families have the support they need to thrive,
we should expand the earned income tax credit, support quality childcare and accessible
healthcare, and make the state’s taxes more progressive.

Expand the Earned Income Tax Credit

The Earned Income Tax Credit (EITC) provides a tremendous boost to the incomes of
working poor families. However, the current structure of the federal credit penalizes families
who earn more. The following change would mitigate the existing work penalty:

� Adjust the federal EITC so it phases out more slowly (as income increases) and
expand the credit for married, two-earner couples. These changes are included in
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a proposal by President Clinton and a plan endorsed by Wisconsin Congressman
Petri. (These changes to the federal EITC would also indirectly boost Wisconsin’s
own EITC, since it is linked to the federal credit.)

Make Quality Childcare Affordable

Wisconsin, like most other states, faces a host of challenges in providing access to
quality child care for working families. One of the most expensive items in a family’s budget,
full-time licensed care typically costs upwards of $7,000 per year. The following
recommendations would make Wisconsin’s already innovative childcare subsidy program
more successful:

� Make the Wisconsin Shares childcare subsidies more accessible to parents
enrolled in higher education programs;

� Explore the feasibility of expanding access to childcare subsidies to families with
incomes up to 250% of the federal poverty line (as allowed by federal rules) to
address the current “cliff effects” in the childcare subsidy program that occur
when families reach income limits, and lose benefits before they are able to cover
these costs independently.

� Support pilot initiatives to improve the quality of care for children by improving
the quality of jobs for child care workers.

Extend Health Insurance

In recent years, Wisconsin has taken significant steps forward to ensure that
increased numbers of low-income workers have access to health insurance. The state’s
innovative BadgerCare program (which essentially expands access to Medicaid to low-income
working families) is generally considered to be a success, with more than 60,000 people
enrolled. However, specific policy changes are needed to continue the state’s progress in
improving access to health insurance for uninsured low-wage workers and their families,
including:

� Eliminate or reduce the BadgerCare premiums that have proven to be a significant
impediment to enrollment for families over 150% of the federal poverty line;

� Assess the feasibility of expanding BadgerCare coverage to families with incomes
up to 250% of the federal poverty line (as federal rules allow).

Make Taxes More 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. However done, it is
absurd that our poorest workers now face a higher state and local tax rate than the rich. The
corporate sector in Wisconsin provides about 6% of the state’s general purpose revenues.
Still, the corporate sector received a $64 million annual property tax break in the 1997-1998
legislative session, and sought an additional $80 million income tax break in the session just
ended.



53

Toward a Policy Agenda for Working Wisconsin

� Oppose single sales factor corporate tax apportionment in order to maintain a
more equitable distribution of tax burdens between smaller in-state firms and
multi-state corporations.

� Preserve the newly created personal income tax exemption and the increased
standard deductions to partially offset the overall regressivity of Wisconsin’s tax
structure.

Reduce Racial Disparity by Focusing on Education and Training
On indicators from unemployment to wages to child poverty, Wisconsin exhibits

extreme racial disparity. The state’s prosperity allows us the opportunity to make
investments that can help close that gap. Moreover, public policy must eliminate structural
biases in our social institutions and barriers in our economy that reproduce racial inequality.
Our egalitarian tradition requires us to pursue such a course that ensures minorities in the
state have the same access to opportunity:

� Reform the current system of funding primary education to ensure constitutional
adequacy and modify the system of revenue caps that limits the ability of local
educators to repair facilities, retain teachers, and improve educational programs.

� Prepare non-college bound high school students for the transition from school-to-
work.

Rebuild Our Metro Areas and Discourage Statewide Sprawl
From Milwaukee to Green Bay, Eau Claire to Superior, Wisconsin’s cities and their

surrounding metropolitan regions are facing substantial challenges — including the loss
through sprawled development of tax base and employment, and the need to raise taxes and
fees or cut services because of the freeze on state shared revenue since 1995.

At the same time, our state’s rural and agricultural heritage is threatened by outdated
policies and the pressures of suburban development. We are daily converting hundreds of
acres of farmland to housing developments and low-wage industrial sites.

As a state we want to discourage sprawl and reverse its effects on our metro areas and
rural landscape alike. Sprawl is wasteful of older infrastructure. It destroys the environment
and raises the costs of “managing” the environment left behind. Sprawled development costs
more per individual to support than dense development. We need policies that concentrate
housing and production, and harness the productivity effects — from shared knowledge,
easier joint production, denser tax base, and more — that follow from their concentration.

� Encourage regional policies that are neither “state” nor “local” which capture
natural linkages in our metro areas and promote regional equity through tax base
sharing or functional consolidation of service delivery.

� Promote cooperative urban redevelopment strategies that create family supporting
jobs, restore old “brownfields” sites, and return economic opportunity lost to
suburban sprawl. Milwaukee’s Menomonee River Valley is one example of
successful public/private redevelopment strategies.
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� Use the state’s recently enacted “Comprehensive Planning” law to control growth
and reduce costly, inefficient development. Controlling sprawl, however, requires
more than planning and demands multiple strategies for transportation, housing,
stormwater run-off, and more.

                                                * * * * * * *

Taking these steps would begin to improve the situation of Wisconsin working families
and their children, relieve our environment, and strengthen our industrial base. Of course,
enacting such a program will be an enormous task, and one requiring the cooperation of
parties more accustomed to conflict — business and labor, Republicans and Democrats,
suburbanites and central city residents, the public and private sectors. What is most difficult
— what requires courage — is taking the first step.

We can start by making sure useful, understandable information about our economy
is available to citizens of this state. It is this purpose, above all, that The State of Working
Wisconsin 2000 is meant to serve — to help inform and widen popular discussion of the
economy. It is important too that we make our political leaders’ choices about our economic
future more visible to citizens, and more accountable. We should increase the transparency
of our legislative and state budget processes, and once more put organized people, not
organized money, in command of their direction.

In the end, though, it bears emphasis that 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, and government, in this state.
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Data Sources &
Methodology

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 (NBER)
develops the CPS Outgoing Rotation Group (CPS-ORG) file. This file has been adapted by the
Economic Policy Institute (EPI). We relied on EPI’s version of the file for all of our tabulations
and calculations, except for our calculations of labor force participation, for which we used
the NBER version of the file, since the relevant variable had been dropped from the EPI
version.

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 between 18 and 64
(inclusive), but exclude the unincorporated self-employed. We exclude individuals with
hourly earnings less than $0.50 per hour and more than $100 per hour, in 1989 CPU-X1
adjusted dollars. CPS demographic weights were applied to make the sample representative
of the population. All of this is standard in CPS analyses. In the case of labor force
participation (for which we used the NBER version of the ORG file), we included the working
age population 16 and above.

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
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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
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 sometimes 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, which,
starting with December 1982, is identical to CPI-U). “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

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

CPS – U.S. Department of Labor. Bureau of Labor Statistics, Current Population Survey
1979-1997. See appendix on methods for data sources. Two versions of the CPS were used:
one provided by the National Bureau of Economic Research and one provided by the
Economic Policy Institute. These are referred to as CPS (NBER) and CPS (EPI) respectively.

EPI – Economic Policy Institute, Washington D.C. (Web site is at http://www.epinet.org/)

DWD UI - Department of Workforce Development, Unemployment Insurance: This is a 5%
sample of wage records drawn from the Unemployment Insurance data files that are
maintained by the State of Wisconsin, Department of Workforce Development. The sample
was given to COWS under a license designed to maintain the confidentiality of individual
records; we therefore report only aggregate data. A worker’s quarterly wage record was
included in this sample if he or she held that same job in the previous and following
quarters. This was done in order to ensure that the quarterly earnings reported represent
earnings for a full quarter of work, not just some part of that quarter.

Table Notes

Chapter 1

1.1 Employment and Employment Growth in the Midwest, 1969–99. EPI, State of
Working America, 2000–01.

1.2 Wisconsin Employment, Wages, and Number of Establishments, by Industry, 1998.
Wisconsin Department of Workforce Development. Current Employment and Wages
(CEW) Table 209. Internet address as of 8/23/00: http://www.dwd.state.wi.us/dwelmi/
cew_Tbl209_yearly.htm/.

1.3 Population and Population Growth in the Midwest and U.S., 1990–99. U.S. Census
Bureau, State Population Estimates. Internet address as of 8/23/00: http://
www.census.gov/population/www/estimates/statepop.html/.
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1.4 Wisconsin’s Population Growth, 1990–2000. 1990 data: U.S. Census Bureau,
Population estimates for States by race and Hispanic origin. Internet address as of 8/
23/00: http://www.census.gov/population/estimates/state/srh/srhus90.txt/. 2000 data:
U.S. Census Bureau, State Population Projections. Internet address as of 8/23/00:
http://www.census.gov/population/projections/state/stpjrace.txt/.

1.5 Labor Force Participation in Wisconsin and the U.S. For 1980, 1990, and 1999: CPS
(NBER). 1970 numbers for Wisconsin are from the 1970 Census, Wisconsin state
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Chapter 3
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U.S. Bureau of the Census. Internet address as of 9/13/00: http://www.census.gov/
population/estimates/county/co-99-1/99C1_55.txt/.
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