Getting a job used to be an exit from poverty,
but not anymore
Using this Economic Analysis Toolkit (EAT)
You CAN figure out why jobs no longer get
people out of poverty

National Learning Community on Poverty Trends
Salon A 9:1510:45 am
August 302017

Jim Masters: CCAP, NQRiksters@cencomfut.com
Allen Stansbury, Senior Associaddien@stansbury.net
Center for Community Futures
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Connecting National Trends
with Local Data
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More than 46 million Americans are living in poverty.
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Purpose To analyze Community Action
strategies and identify effective, promising and
iInnovative approaches that eliminate the

causes of poverty

BUILD OUR CAPACITY!
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Subject Matter Experts

Jim Masters Allen Stansbury
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Likelihood of Experiencing Poverty in the US(

The Likelihood of Experiencing Relative
Poverty over the Life Courdy Mark R.
Rank (Professor at George Warren Browr
School of Social Work, Washington ol
University, St. Loui$/o) and Thomas A. %
Hirschl(Professor at the Department of
Development Sociology, Cornell Universit
Ithaca,NY) found that:

AOver a lifetime, most Americans will
experience at least a year of relative
poverty,

ABetween the ages of 25 to 60, 61.8 v |
percent of the population will experience g
a year below the 20th percentile, and B30 % 40 45 50 55 60

_ *Poveny

FExtreme poverty

A42.1 percent will experience a year belo A
the 10th percentile.

http://journals.plos.org/plosone/article/file?id=10.1371/journal.pone.0133513&type=printable
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http://journals.plos.org/plosone/article/file?id=10.1371/journal.pone.0133513&type=printable
http://journals.plos.org/plosone/article/file?id=10.1371/journal.pone.0133513&type=printable

Likelihood of Experiencing Poverty in the US (Z

Characteristics associated with

experiencing these levels of -
poverty include those who are: :‘;
AYounger, i
. ™
ANonwhite, L |
F # Consecutive
AFemale, -Edo | lT(::d utiy
. 30
ANot married, &
AWith 12 years or less of 10
educat|0n, or o-lomore Jormore Sormore dcormore Sormore 100rmare
AWnho have a work disability. Numberof years

http://journals.plos.org/plosone/article/file?id=10.1371/journal.pone.0133513&type=printable
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The problem: as the middle class is shrinking
the American Dream Is slipping away

. Share of adults living in middle-income
According to Pew nouseholds is falling.
Research: L

Lower - Upper
Lowest middle Mlidd le middle Highest

daz2zNB K2dza S K : == IEl s 12 o
ever before have fallen 2012 [HEENE s1 12 8
Into the category of the 2o0: [ s w7
G 2N AYy3d L1222 - EN = B
whose incomes are in the ...
bottom two quintiles

earning Iess than $42 000 B

PEW RESEARCH CENTER

.orq/2015/12/09/thamericanmiddIeclassis—losinqqround
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2014, the share of adults living in middle income households fell
in 203 of 229 U.S. metropolitan arées

CHANGE IN MIDDLE CLASS

PERCENTAGE POINT CHANGE IN MIDDLE-INCOME SHARE OF POPULATION, 2000-2014
| | | = [ 5]

<-8 8--6 -6--4 -4—2 2-0 0-2 2—-4 4-6 >6

SOURCE: Pew Research Center

l YSNAOI Qa4 {KNARYJ]AYy3d aARRfS /a8y | PéwResedchCehter] | (0 / KIy3aSa 2A0KAY

@

enter for
ommunity Futures



http://www.pewsocialtrends.org/2016/05/11/americas-shrinking-middle-class-a-close-look-at-changes-within-metropolitan-areas/

The Big Economic Causes of The Shrinking
Middle Class since 19¢and into the Future

Job Loss and Wage Stagnation happen because of:

1. Business culture and policies
ur>g Thomas Piketty, Emmanuel S&&azChetty

U Businesses give short term profits to managers and investors and not
to worker pay and benefits.

HO® . dzaAySaa LINFOUAOSa Ay (UKS yIYS
U Automation

U Offshoring of jobs to lower labor costs, improve product quality
U Cash held to avoid taxes, for M&A

3. Government failure to deal with the above.
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What is The Number and Percent of
People Living in Middle Income
Households in Your Area?

Who is “middle income”™ and “upper income™?

imum 2014 household income needed to qualify for middie- and upper-
ncome tiers, by househcoidsize
1 2 3 S S
UPPER INCOME $72.521 102.560 125.609 145,041 162.161
MIDDLE INCOME $24.173 34,186 41.869 48.347 54,053

PEW RESEARCH CENTER
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EAT Questionl. What is the number and percent
of people living in middle income households In
your area?

a. How many households in your state/area earn less than $42,000 a
year (the bottom two quintiles of the population)

http://www.pewresearch.org/facttank/2016/05/11/are-you-in-the-
americanmiddle-class/

http://www.nccp.org/tools/converter/

b. What is the 40 year trend?

c. What other definitions and/or measures do you use to define what
constitutes middle class in your area?
https://project.wnyc.org/mediarincomenation/#4/38.63/-95.89
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http://www.pewresearch.org/fact-tank/2016/05/11/are-you-in-the-american-middle-class/
http://www.nccp.org/tools/converter/
https://project.wnyc.org/median-income-nation/#4/38.63/-95.89

Good Paying Jobs Are Declining

The Center fOl’ ECOn0mIC aﬂd Share of Workers with Good Jobs, by Gender, 1979-2010
Policy Research: .

A Good (?aylng jobs (at least
$18.50 an hour) decllned
overall between 1979 and e
2010. | sz e T8
A While males held the

majority of the jobs lost, f B
female 'employment steadily :
increased.

A 40% of those good jobs
requiring a degree held

Nt of Workforos

steady at about 425%
A JObS W|th Only a h|%h SChOOI v 1980 1985 1990 1995 2000 2005 2010
degree fe” from /O to gtgﬂ:'?;c:eggp?tanalysisofMarthCurrentPopuIationSurvey.

about 5%

http://www.cepr.net/documents/publications/qgoodobs-2012-07.pdf
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http://www.cepr.net/documents/publications/good-jobs-2012-07.pdf

EAT Question 2. What Is the percentage of
goodpaying jobs in your area?

F® 2 KIFI{d LISNOSYld 2F GKS 220a Ay @
more than $18.50 an hour?
Ahttp://cepr.net/documents/publications/googobs-2012-07.pdf

Ahttps://www.bls.gov/oes/2016/may/oes nat.htm

b. What is the 20, 30 or 40 year trend?

AAn oldie but goodie
https://www.census.gov/prod/2003pubs/02statab/labor.pdf
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http://cepr.net/documents/publications/good-jobs-2012-07.pdf
https://www.bls.gov/oes/2016/may/oes_nat.htm
https://www.census.gov/prod/2003pubs/02statab/labor.pdf

Improving community assessments

A HOWTO MATERIALS for community assessment from the
Partnership, NASCSP and ANCRT describe CONDITIONS st
as the poverty rate, unemployment rate, etc.

A Do not ask for DETAILS about how people actually earn
money, (paritime, temp, wage rates, number who have
dropped out of the labor force, etc.)

A Do not describe problems in the economy and in the
opportunity structure that are the CAUSES of why people are
unable to earn a living.

A Therefore do not lead to STRATEGIES that reduce the cause
(Most services just ameliorate conditions.)
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The Solution: Use the Economic Analysis ToolKi
CKAE ¢22f 1 A0 KSftLa /!'1! Qa
causes of poverty today, to analyze:

A Automation¢ progress is a twedged sword.

A Globalizatior; goods are cheaper but jobs are lost.

A Corporate culture and business practices squeeze
employees, give the profits to the investors and
managers. (All perfectly legat well, mostly legal
except for wage theft and union busting.)

A The failure of government to deal with the above

trends for the past 40 years.
@©
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Economic Analysis Toolkit (EAT)

ACKS 902y2YAO !lylfeéeara ¢z
how the national economic and workforce trends
appear in their state, counties and citieshis
Information should be a section of the community
assessment.,

AcKS 91 ¢ gAaff KSEfLI /!!Qa
the rules under which the economy operatddany
scholars, think tanks and practitioners have good
iIdeas. We need more education and advocacy to get

them adopted
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ECONOMIC ANALYSIS OVERVIEW

THE TOOLS START AT THE HIGHES
LEVELS OF ECONOMIC ANALYSIS
GDB, AND WORK DEDUCTIVELY
DOWN TO THE CHARACTERISTICS
OF JO-B-S IN YOUR AREA.
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Toolkit format on each topic

A Identify or define the problem/issue

A Indicators of the problem/issue.
I National
I Local

A EAT Questions for you to answer about your area

A And/or EAT survey questions for a group or
iIndividuals

A A map or mapping tool (if possible)
A Mitigation measures are listed in the White Paper

. ©)
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Toolkit Topic Areas

A. Economic Growth Rate >3% healthy, < 2% sick

B. Economic Regions operate between you and the global econor
C. How are profits divided? >50% to wage earners is healthy,
D. Formal/informal economy, self employment

E. Workforce Composition: characteristics of the people working
F. Characteristics of the jobs themselves

G. Compensation

H. Income volatility

|. Household wealth

J. What is to be done?

K. Bonus Section: Family Formation

enter for
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A. Growth Rate in GDP iIs about 2.2%

Change in Real GDP
Percent change at annual rate (seasonally adjusted)

5
0 I |
—— First quarter 2009:
American Recovery and
-3 Reinvestment Act of 2009
Fourth quarter 2008:
0 Financial stabilization (TARP)

2008 2009 2010 20M 2012 2013 2014 2015

Source: Bureau of Economic Analysis.

CENTER ON BUDGET AND POLICY PRIORITIES | CBPP.ORG

http://www.cbpp.org/chartbook1tgdp-changeoptpng
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A. What Is the economic growth rate in your
area? Is it above 3%? Below 3%?

AThe growth rate is key. If above 3%, the
rising tide hopefully lifts all boats.

Af between 2% and 3%, your economy is just
floating along.

Af growth is below 2%, in most areas you are
adding to unemployment, wages are
stagnant or declining

. ©
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A. EAT Question 3. Economic Growth Rate

What is the growth rate in your state? Region?
Area?

DATA SOURCES:

A University Extension division
A Economic Development Agencies

A Local Workforce Innovation and Opportunity boards or
commissions

A County Economic Development Departments
A State Department of Commerce

. ©
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B. Economic Regions

AWages in the same industry vary dramatically across the U.S. because
of the characteristics of the ECONOMIC REGIONS in which they are
located. How does your geographic area fit into the economic
regions described by the USDA and the Department of Commerce
Economic Development Administration?

AMore importantly, the REGIONS are the links connecting your local
economy to the global economy, and REGIONS are the conduits for
the dynamics of the global economy back into your area. For
SEFYLX S Ittt 2At adzZdi e 3I2Sa Ay
2dzi0 2F OGOKIFG Galyloé ¢KS LINAOS T
to worldwide aggregate supply/demand factors for a particular grade
of oil, not because of what any one country or supplier tries to do.

The world pricing systems come into your community.

. ©
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B. Economic Regions

AWnhen the marketplace for goods (including commodities,
manufactured goods) or services (including labor costs) in an industry
become globalized, values (prices) move toward the world average
for that sector. Over time, wages in a given industry inr\leage
countries go up, wages in that industry in a Rwgaige countries
stagnate or go down.

A Harvard Professor Michael Porter explains the realities of regional
economies and why there are such wide variations between them.
Start here. If you make this through this paper you get an honorary
MBA.
http://clustermapping.us/sites/default/files/files/resource/The Econ
omic_ Performance of Regions.pdf

AHowever you can bypass this paper and go straight to the sources

(next slide).
. ©
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http://clustermapping.us/sites/default/files/files/resource/The_Economic_Performance_of_Regions.pdf

B. EAT Question 4. Economic Reggahascribe your
regions and their characteristics

ALocate your region(s) and learn about economic trends affecting
economic opportunity

A https://en.wikipedia.org/wiki/List of regions of the United States

A USDAhttps://www.ers.usda.qgov/topics/ruraeconomy
population/ruralclassifications

A EDA and Harvard University Business School
http://www.clustermapping.us/cluster

A https://united-states.reaproject.orqg/
A https://www.ers.usda.gov/topics/ruraeconomypopulation/rurak

classifications
. @©
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https://en.wikipedia.org/wiki/List_of_regions_of_the_United_States
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https://united-states.reaproject.org/
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C. How productivity growth and profits are
allocated.

AWnhat happens to the benefits of growth in productivgyo the

profits?
AWhat is the percent of corporate income going to workers
Al SNE A& I adzZNLINRAS FT2NJ é2dzY aAay

the rise in productivity have gone to the owners and managers, not
to the wage earners.
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C. Robert Reich: Economic trends 1947
2009

The Great The Great
Prosperity: Regression: $679-2609

4 N ~— +80%
1947-79 1980—-Now
Pay Rose With Productivity ... .-« And Then It Didn’t
Wages and overall compensation,
for production and non-
supervisory workers (now about 82
percent of the private sector work
force), tracked steadily upward PRODUCTIVITY
alongside gains in productivity.
CHANGE,
The rising value of goods and 1;’417;‘;96 CHANGE,
services per worker meant *: AVG. HOURLY 1979-2009
rising pay. But that COMPENSATION —~ . gog
relationship ended M
in the 1970s. +100% I

AVG. HOURLY
WAGE
BASELINE
IS 1947
['s0 ['70 l'so |'so '00
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C. Growing Productivity Gap 1973
2015

Productivity—
De T Myes ] bg
The gap between productivity and a typical worker’s I ay I'racker
compensation has increased dramatically since 1973 Change 1973-2015:
Productivity growth and hourly compensation growth, 1948-2015 Productivity
0

o 300% 1948-1973: 1973-2015: +79.4%

g Productivity: 96.7% Productivity: 73.4%

- Hourly Hourly compensation: 11:1% Hourly pay

g 250 compensation: 91.3% 2411% + 11.1%

v . . .

o 200 Productivity Productivity has

S 50 grown 6.6x more

g than pay

© 12.5%

& 100 Updated August 2016

% _ Hourly compensation

S 50

g /

@] o /_-’

1950 1960 1970 1980 1990 2000 2010

Data

Note: Data are for average hourly compensation of production/nonsupervisory workers in the
private sector and net productivity of the total economy. “Net productivity” is the growth of output
of goods and services minus depreciation per hour worked.

Source: EPI analysis of data from the Bureau of Economic Analysis (BEA) and the Bureau of Labor
Statistics (BLS) (see the technical appendix of Bivens and Mishel 2015 for more detailed
information)

Economic Poliev Institute

ttp://www.epi.org/productivity-pay-gap/
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| ® 5SOfAYS Ay f I 02NXQA-2a1K|

ActKS RSOtAYS Ay f1I
income since 2000 means $535 billion

less for workers p— _

A Between 2000 and the second quarter of ot ssiness Secor abor e
2015, the share of income generated by I T s movhenie [amon Ja{ o
O2NLR N} GA2ya GKFG 68y
(versus going to managers and investors)
declined from 82.3 percent to 75.5 :
percent.

A This 6.8 percentagpoint decline in

fro2NQRa akKlFINBE 2F O2N1 .

2002 2004 2006 2008 2010 2012 2014 2016

that if this amount was spread over the e et e Rt SRyt
entire labor force (not just corporate e 0006¢
sector employees) this would translate

into a $3,770 raise for each worker.

Units: Index 2009=100, Seasonally Adjusted
Frequency: Quarterly

Suggested Citation:
U.S. Bureau of Labor Statistics, Nonfarm Business Sector: Labor Share [PRS85006173], retrieved from FRED, Federal Reserve Bank of St. Louis; hitps://fred stlouisfed.org/series/PRS§5006173,
June 17, 2017,

RELATED CONTENT

https://fred.stlouisfed.org/series/PRS85006173#
http://www.epi.org/publication/understanding -the-historic-divergencebetween-productivity-and-a-typicalFworkers-pay-why-it-matters-and-why-its-real

http://www.epi.org/publication/the —declinein—Iaborsshareof—corporateincomesinceZOOOmeansBSSbiIIion—Iessfor—workers/
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https://fred.stlouisfed.org/series/PRS85006173
http://www.epi.org/publication/understanding-the-historic-divergence-between-productivity-and-a-typical-workers-pay-why-it-matters-and-why-its-real
http://www.epi.org/publication/the-decline-in-labors-share-of-corporate-income-since-2000-means-535-billion-less-for-workers/

| & 91 ¢ vdzSauAzy po -
Income In your area?

ACan you find his for a state or city?

AData and information sources:
V Department of Labor (BLS)
V State employment statistics
V Local workforce council
V University extension service
V University department of economics
V Chamber of Commerce

V Local workforce innovation and opportun
board/council
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Cash held by U.S. corporations

A$2.1 Trillion Bank and Nen
bank deposits stashed in
off-shore banks

A20% of profits helaff-
shore

AlInsteadof investing,
corporations have been
paying more money out to
Wall Streetby issuing
dividends and repurchasing
shares

(anN
A~
(0p))

AGEaAIYATAOFY O LI NIéE 27
shortfall incorporate
investment is due to
the fact that fewer
andfewer corporations
control more and more of
the American market.

article/Techompaniesare-hoardingcashso-where-is-
hingtonpost.com/news/wonk/wp/2017/07/18/researchetsave
tting-on-ungodlypilesof-

isrc=nl_wonk&wpmm=1
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