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CHAPTER 1
INTRODUCTION
The Problem and Its Setting

Much of current Vocational Education is redundant, obsolete, and superfluous
when only the economic expectations of those who particibate in and fund this activity are
used as criteria. Many of the remaining activities are also rapidly becoming non- or
counter- productive when evaluated using mainly economic or employment related
critéria. This does not appear to be due to any sudden lack of commitment or abrupt
failure on the part of the institution of Vocational Education or those who participate in
and fund it, but rather due to continuing basic and fundamental structural shifts in the
American society, culture, and economic organizations which both well served and were
well served by Vocational Education for many years. Indeed, the cost in time and money
to produce competent and qualified employees for jobs of ever-increasing complexity and
responsibility has been continually reduced. The problem is that the traditional formulas
no longer meet the learners’ objectives of increased income and employment stability, the
general publics’ expectations of economic growth and development, and the government’s
objectives of increasing revenues while lowering tax rates, improving social conditions and

increasing citizen engagement/ participation. Given the technological basis of much of our



society and culture, Vocational Education has an increasingly vital role in education, but

not its traditional one.
Statement of the Problem

Given that enormous amounts of time, effort and money are being invested in
Vocational Education and that rapid and massive structural changes have occurred and
continue to occur in the economic and other structures of the United States, it is
reasonable to perform a critical, effectively zero-based, evaluation or reassessment of the
apparent effectiveness and efficiency of Vocational Education in meeting its major stated
and implicit expectations, goals and objectives under recent, current, and projected
conditions. This is particularly true in that a preliminary literature review did not discover
such a critical evaluation or assessment which overtly considered the drastic economic,
social and cultural changes in the United States from about the end of the war in Vietnam

(1968) to the present (1998).

Significance of the Problem

The lack of such a critical assessment or evaluation has caused legislators, policy
makers, (potential) practitioners, employers, learners, and other stakeholders in Vocational
Education to base their decisions on what may be obsolete information and theoretical
cognitive models or paradigms. While in many cases useful or expected outcomes are still
obtained when obsolete / obsolescent models and information are used, in many more

cases either no positive out-comes are produced or even worse, counter-productive



outcomes result. Two examples of non- or counter- productive outcomes, which the
nation can ill afford, can easily be projected:

. There will be a continuing massive mis-allocation of scare resources of

time, money and attention in non- or counter- productive efforts; and

. The existing loss of faith in “The System” will be amplified and

exacerbated, increasing the already excessive perceptions of distrust,
alienation, separation and abuse by those who have “played by the rules,”
but have still “lost.”

Although many other factors are important, there is a need to concentrate on the
apparent economic impact of Vocational, Occupational and Technical Education
[VOTE]. That concentration is based on two primary observations.

First, the quintessentially American attitudes and perceptions of many, probably most,

Americans as succinctly expressed in the following phrases:

. “Show Me the Money!”

. “What’s the bottom line?

. “Greed is good!”

. and the ever-popular and ubiquitous phrase “Cost / Benefit Analysis.”

Second, when students, voluntarily attending school (that is post-secondary), are
surveyed' to determine their reasons for continuing their education, at least 75 per cent of
the responses include some variation of:

. To get a better job. (To do a better job was never mentioned!)

! Sources for this statement are included in later sections, or see the Cooperative Institutional Research
Program [CIRP] studies, for example http://www.uvc.ohio-state.edu/chouse/trnman. txt



. To make more money.

Indeed, because the aggregate data included schools such as the Yale School of
Divinity and the Union Theological Seminary, the frequency of these rather crass but
highly pragmatic objectives probably reaches 90 percent or more, when only students in
the trades, occupations and professions (other than clergy) are considered.

Therefore, if a major factor in most current decisions and the primary stated reason
for participation in voluntary (post-secondary) education / training is economic, it is
entirely justified to perform a primarily economic (impact) analysis of a substantial

component® of post-secondary education, that is VOTE.
Definitions

Disputations— This study operationally defines “disputation” as a disagreement or
argument that has continued for an excessive amount of time with no apparent progress
toward a broad convergence of opinion or even any agreement of the terms and definitions
used. This indicates an inordinately high content of “articles of faith” in the ideological
or theological sense, which by definition are not subject to empirical proof or disproof,
therefore “disputations” by definition are not capable of “resolution” in the usual
positivist/realist sense of the word. ~As such, items identified as disputations are included

for informational purposes only.

? Indeed, if the number of current students / learners and graduates / alumni is used as a criteria, VOTE is
the major component of post-secondary education.



VOTE - VOTE is an acronym which stands for “Vocational, Occupational and
Technical Education.” There seems to be currently general agreement about VOTE on

the following points®:

. It is education / training which is not intended to lead to a baccalaureate
degree.
. It is practical education / training overtly intended to enable the student /

learner to engage in and to improve or at least maintain their economic
situation in specific fields, occupations or trades.

There is substantial, although less universal agreement on the following:

. It is post-secondary, that is post-high-school, education / training.

. Its primary objectives are not to produce or result in personal growth, self-
discovery, personal satisfaction or general knowledge, although this
frequently results. Such objectives are more properly those of adult
education*. Under this definition it is entirely possible to have both VOTE
and Adult Education occur for students seated side by side in the same
class at the same time.

. It should be specifically noted that the accepted definition and expectations
of VOTE has continually changed across time from before its Federal

implementation under the Smith-Hughes Act of 1918 to the present.

3 Wirth, A. G. (1980) Education in the technological society: The vocational-liberal studies controversy in
the early twentieth century Lanham, MD: University Press of America
4 Elias J. L. And Merriam, S. B. (1995) Philosophical foundations of Adult Education 2nd ed. Malabar,

FL: Krieger Publishing Company



. As unsatisfactory as it may be, the most comprehensive method of defining
VOTE may be to use the Buddhist technique of negation®, that is VOTE is
education that is not Special Education, not Remedial Education, not
Academic Education, not Primary Education, not Secondary Education,
not . ..
Skill(s) Premium® — “Skill(s) Premium” is a term discovered to be in common use
in some branches of Economics. It specifically refers to the additional amount of wages a
person will earn, over and above the commonly accepted floor or minimum wage, because
of their possession of a specific skill or ability. This concept has proven to be the key for
resolving a large number of problematics involving the words “labor shortage.” “Skill
Premium” is discussed in greater length in the section in Appendix E labeled “Skills
Premium.” In Economics, and by extension much of higher level organizational

management, a “shortage” is defined to exist if the “skill premium” is greater than zero.

That is if the wages and benefits required to completely fill all desired positions are above
the commonly accepted (or legal) minimum wage. Thus it can be seen that the use of the
word “shortage” by economists and higher level management has nothing whatsoever to
do with the common usage of the word. Indeed, by the economists’ definition, a “labor
shortage” continues to exist in the United States even for high-school dropouts in that
their average wage is still above the legal minimum wage. (See Chart edwages 4 in

Chapter IV and “Skills Premium” in the Appendix)

5 This seems to be in common use in Buddhist scriptures. An example is Warren, Henry Clarke (1968)
Buddhism in translations. New York: Athenaeum. p128-133.

¢ Card D. & Krueger, A. B. (1995 May) Time-Series Minimum-Wage Studies: A Meta-analysis
American Economic Review 85.2 238-243.



Linear (Stage) and Accretion Models of Economic Evolution — Models of

development (for example social, personal, economic / political) have long been the
intellectuals’ stock in trade. Regardless of the correctness or validity, the power of
models should never be underestimated. For example, the socio-political / economic
models developed or popularized by Rousseau’, Marx® and Hitler’, utterly destroyed long
established governments and created others, caused wars to be waged between continents
and resulted in the deaths of hundreds of millions of people. The model developed to
organize and contextualize this study is not expected to have such dramatic effects. The
“accretion” model developed in this study is an extension and elaboration of Rostow’s'
economic stage theory. An in-depth discussion of this model is included in the appendix.
The important points of the‘accretion model for VOTE are:

. New economic, social, political and cultural developments or layers do not
abruptly replace existing structures in most cases, but rather co-exist with
them, generally for very long periods of time.

. The relationship between these layers are benign, symbiotic, parasitic or
antagonistic, either alone or in some combination. For example, the layer
termed “cannibalistic” or ‘value-extraction” capitalism, is parasitic in that it
depends on the existence of susceptible and accessible organizations which

have sufficient net worth to justify the time and expense of the liquidation

7 Rousseau, J. J. (1995 ed.) The Social Contract and Other Writings New York: Barnes and Nobel.

8 Marx, Karl, 1818-1883 (1977) Capital : a critique of political economy New York : Vintage Books, 1977

° Hitler, Adolf, 1889-1945 (1977) Mein Kampf Boston : Houghton Mifflin

12 Rostow, W. W. (1971b) The Stages of Economic Growth: A Non-Communist Manifesto New York:
Cambridge University Press.
Rostow, W. W. (1978) The World Economy: History & Prospect Austin, TX: University of Texas
Press.



process, and it generates little or nothing of value for society in general.
An example of a symbiotic relationship is that between “value-extraction”
capitalism and the current latest layer, that of trans- or multi- national
corporations. By acting as scavengers on momenfarily weakened and
vulnerable economic sectors that may have been neglected, had a policy of
dis-investment or suffered egregious mismanagement, “value-extraction”
capitalism provides an opening for the trans-nationals by providing an
immediate demand and market for goods and services which temporarily
are no longer domestically produced in sufficient volumes or of sufficient
quality to meet indigenous requirements.

It is entirely possible for individuals, groups and organizations, even
nation-states, to repeatedly shift between layers which is specifically
excluded under a linear stage theory.

The beliefs, attitudes, perceptions, and social/cultural practices which are
utile, perhaps vital to survival in one layer, may be useless or even counter-
productive in another layer. This explicitly includes VOTE and
“education.”

VOTE was specifically developed for and is ideally suited to the “heavy
industry - mass production” stage, however this has been overlaid by at
least two later stages in the United States and as a result both this stage
and VOTE are rapidly diminishing in both absolute and relative economic

significance.



Gini Index (Or Coefficient) — As explained by Todaro [695] the Gini coefficient is
an aggregate numerical measure of income inequality ranging from 0 (perfect equality) to
1 (perfect inequality). It is measured graphically by dividing the area between the perfect
equality line and the Lorenz curve by the total area lying to the right of the equality line in
a Lorenz diagram. The higher the value of the coefficient, the higher the inequality of
income distribution; the lower it is the more equitable the distribution of income. The
GINI coefficient is explained in more depth when it is used in later sections and has found
to be significantly correlated with many commonly accepted “quality-of-life” factors such

as life expectancy, death rates and individual tax burdens.
Limitations

There are several important qualifications or limitations on this study which the

reviewer should be overtly aware:

1. Wﬁile the data presented are numerically correct, the significance or
meaning of the data is always subject to interpretation. The distribution of
full-time employees by income level is a fact (assuming accurate data
collection) but the significance of this “fact” is highly subjective and a large
degree of judgment is involved. For example, it can be shown that the
fraction of ﬁlll-tirﬁe employees below a federally defined poverty income
level is increasing, but the poverty income level is subject to much debate.

Why was an individual annual income of $7,763"" or less in 1995 the

I Bureau of Census data available: http://www.census.gov/hhes/income/defs/poverty.html and
http://www.census.gov:80/hhes/income/incmeas/papers/weinberg. html
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“official” poverty cutoff point? Why not $7,531 or even $8,765? Other
data such as the Consumer Price Index [CPI] used extensively in this study
to convert economic time series to constant value dollars are also the
subject of considerable on-going legitimate debate.

2. Although the quality is frequently challenged, the adult population United
States, when compared to the rest of the world, has a very high fraction of
high school completers (c. 60% to 90%) and college graduates (c. 20% to
30%) in the time periods of primary interest. If a wider range of
population educational attainment were available, under similar economic
conditions, different results may have been obtained. That is a plateau
effect may exist and U. S. areas with the lowest attainment may be above
the plateau point.

3. For a variety of reasons, much of the economic data for United States and
other major industrial countries is not directly comparable because of
“revised” definitions and standards. For example, only the United States
includes individuals in the military and employed prisoners in the total of
employed persons used to calculate unemployment statistics'?, which
decreases the reported U. S. unemployment rate in comparison to other
countries. Additionally, much United States internal economic data is not
consistent across time because of “revisions” in the content, methods and
standards used to calculate their calculation. The justification for the use

of this known inconsistent data is that the “revisions” uniformly reduced

12 Bureau of Census available: http://www.census.gov:80/cao/www/fedreg/noticefr.html
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the reported rates of inflation, level of poverty, rate of unemployment or
other item of interest, and even with this known attenuation the same
conclusions are reached although the time required to reach a certain level
may be extended by a few years.

4. The methods of mathematical extrapolation used are necessarily arbitrary.
These were selected from those available'® in the MicroSoft Excel
spreadsheet program on the following basis: (1) least complicated formula;
(2) which provided a reasonable r* value; (3) which visually provided a
“good” fit to the data points; and (4) some rationale could be found for its
use. For example using an exponential equation for what could reasonably
be expected to be compound growth process.

5. Extrapolation is always risky in that it assumes minimal (or off-setting)
changes in inputs over time. However the relatively high r* values of most
trend-lines provide a high level of confidence for projections up to S years.
Considerable caution should be used for projections much beyond this. It
should also be noted that projection techniques can also result in physically
or economically impossible forecasts such as negative volumes or prices.
This does not necessarily indicate an incorrect forecast but rather an
inflection point such as the condensation of a gas to a liquid such that the
previous “equation of state” no longer applies. For example, in the
discussion of Agricultural Education in a later section, the per bushel price

of corn is projected to reach zero in 2008 and to be negative thereafter.

13 User’s Guide MicroSoft Excel 5 for Windows Redmond, WA: MicroSoft Press p352-353
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(See Chart corn01 in Chapter IV) This is an obvious impossibility, but this
does provide valuable information in that this indicates drastic changes in
the current process of growing corn in the United States will occur in the
near future as the current average price is at or below the average cash cost
of production and thus the current trend cannot continue nor can it even
be sustained.

While the basic findings and the “Accretion” model of economic
development or evolution developed in this study should remain valid even
if considerable structural economic change should occur, such as the abrupt
imposition of mercantalistic trade policies or non-tariff trade barriers,

economic data extrapolations will most likely not remain valid.

Research Questions

Preliminary investigation, primarily based on governmental non-agricultural

income data, generated two specific research questions:

1.

Given that median wage rates are either stable or decreasing for all
educational attainment levels below advanced degrees, how can a general
“labor shortage” be declared to exist, if the “law of supply-and-demand” is
still considered to Be valid? (See Graph edwages in Chapter IV)

While selected individuals within identifiable target groups can be
documented to have attained improvements in their economic status and
stability, why has it been so difficult to improve the economic status of

their entire group or cohort? Indeed, official governmental data indicates
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that the fraction of all U. S. full-time employees with incomes below the
poverty level has not fallen but has increased at an almost constant rate of
about 0.25% per year from about 24% in 1973 to 31% in 1995. (See
Graph povwages in Chapter IV for details and source)

Although this study concentrates mainly on the non-agricultural aspects of
vocational education, Agricultural Education formed one of the legs of the triad which
supported the introduction of vocational education and it continues to be a major
component of vocational education in many rural areas, especially at the secondary level.
Therefore this study also asked, at least in an introductory way:

1. Does governmental or other credible data exist which indicates any clear

trends for Agricultural Education similar to the data for Vocational

Education, and if so what do these trends generally indicate?



CHAPTER 11

REVIEW OF THE LITERATURE

Introduction

Practical or vocational education was not invented in the United States in 1917 by
Prosser or Dewey, but has been known and advocated from at least the Reformation /
Renaissance. Comenius is cited as the earliest known example of the modern era and some
examples of his precepts are listed. Some of the more notable or striking events which
occurred in the period between the end of the American Civil War (1865) and the
enactment of Smith-Hughes (1917) are listed to help the reviewer sense the social,
cultural, economic and political environment which existed and to provide specific
instances and examples of the extensive unrest, turbulence, and tumult of that period.
These events were also chosen to rationalize and justify the identification of the three
fundamental VOTE stakeholder groups, their overt or explicit goals, objectives and
expectations and to provide justification and rationalization for the attributed or implicit
VOTE goals, objectives and expectations of those groups. Sources of primarily economic
data from the end of the Second World War to the present such as wage rates by
educational attainment, Dow Jones Averages, commodity crop prices, treasury and

corporate bond yields, Consumer Price Indexes [CPI] and Producer Price Indexes [PPI]

14
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are briefly discussed. The inter-relationship of these data with VOTE is discussed in depth

in Chapter IV.
Review

Despite common perception, the concept of “education” as a preparation for life
and not as an initiation into esoteric lore which identified the cognizant as a member of an
elite, was not an American invention by John Dewey or even Charles Prosser. Rather it
has existed from at least the very troubled and violent period in Europe during which then
new social-political-economic structure of national-mercaﬁtilism gradually over-laid and
displaced the older medieval-manorialism' as the dominant economic/political/social/
cultural structure and organization. John Amos Comenius (1592-1670) in many ways
pefsoniﬁes this period of violent and turbulent transition. From his time to the present,
unsettled conditions seem to have promoted an interest in “education” by many of those
adversely affected by the changes. To very briefly contextualize his writings, Comenius
was the leader of a small Protestant group that regarded John Hus as their founder located
in the province of Moravia which is located for the most part in the present Czech
Republic. The “Thirty Years War, ” one of the last great European “Wars of Religion”
(which later analysis showed was waged more because of political and economic factors
than theological disputations) was fought in this region during his lifetime by a number of
outside forces. Those wars devastated and depopulated Moravia and the surrounding

regions, and in the end, Comenius and the surviving members of his community were

! A work of fiction E! Ingenioso Hidalgo Don Quixote de la Mancha by Spanish novelist Miguel de
Saavedra Cervantes in 1615 gives considerable insight into the tensions and desonances generated by
the accretion and co-existence of profit and patriotism onto chivalry and personal honor.
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forced to seek asylum in Poland. Comenius was an extremely well educated man, and was
one of the first writers on the education of children. He also published one of the first
picture books for children, a teachers’ handbook, and one of the first elementary Latin
textbooks designed for instruction rather than simply using one or more of the classical
Latin texts by noted Roman authors? as an example and model. It is strange that
Comenius is more widely known in Europe than the United States, given his positions on
education, which seem to anticipate Dewey, Lendeman and other educational reformers by
250 years by stressing free compulsory universal education, contextulization, life long
learning and constructivism, as indicated in the following quotations from his work
Didactica Magna® (The Great Didactic) published in 1649.

. “Not only the children of the rich or of the powerful only, but of all alike,
boys and girls, both noble and ignoble, rich and poor, in all cities and
towns, villages and hamlets, should be sent to school.”

. “Education is indeed necessary for all, and this is evident if we consider the
different degrees of ability. No one doubts that those who are stupid need
instruction that they may shake off their natural dullness. But in reality
those who are clever need it far more, since an active mind, if not occupied
with useful things, will busy itself with what is useless, curious and
pernicious.”

. “The proper education of the young does not consist in stuffing their heads

with a mass of words, sentences, and ideas dragged together out of various

? For example: Livi, Pliny, Cicero, and Seneca.
¥ Available: http://www.moravian.edu/misc/docs/comenius.htm
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authors, but in opening up their understanding to the outer world, so that a
living stream may flow from their own minds, just as leaves, flowers, and
fruit spring from the bud on a tree.”

. “If we examine ourselves, we see that our faculties grow in such a manner,
that what goes before paves the way for what comes after.”

. “If we acknowledge that no expense should be spared in order to give one
youth a through education, what can we say when the gate is opened to the
universal education for all?”

. “The pupil should understand that what he learns is not taken out of some
Utopia or borrowed from Platonic ideas, but is one of the facts which
surround us, and that a fitting acquaintance with it will be of great service
in his life.”

. “If, in each hour, a man should learn a single fragment of some branch of
knowledge, a single rule of some mechanical art, a single pleasing story or
proverb (the acquisition of which would require no effort), what a vast
stock of learning he might lay by. Seneca is therefore right when he says:
“Life is long if we know how to use it.” It is consequently of importance

that we understand the art of making the best uses of our lives.”

Context and Conditions Leading to the

Smith-Hughes Act of 1917

The time in America between the Civil War (1861-1865) and World War I (1914-

1918, American participation 1917-1918) was exceptionally unstable. Partially because of
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the radical shift in economic and socio-political power caused by the civil war, but also
due to the upheavals in social, economic and political norms generally attributed to the
inter-related phenomena of large-scale industrialization, massive immigration and internal
migration of both skilled and low-cost labor which not only supported but also drove
industrialization and urbanization. While it is difficult to quantitatively assess the amount
or degree of stress on societies or culture widely separated in time that result from rapid
change, clearly American society in this period experienced stress comparable to those of
the reformation and disappearance of feudalism. While the overall changes in world-view
may not have been as great, the speed with which these chénges occurred was much
greater, typically in a single generation. As encapsulated by Wirth in his book Education

in the technological society (1980)

“Industrialized America was a society in which powerful organizations

emerged with nationwide constituents. In the rough-and-tumble of the

post-Civil War period, the threat of social chaos often loomed large. In the

absence of the ability of any one group to dominate policy, the tendency

grew for rivals to join in appeals to the federal government for actions

which might advance mutual interests.” [p21]

To provide specifics for the above statement and help establish the context in
which the enabling legislation for the establishment of federally funded VOTE was first
enacted, that is the Smith-Hughes Act of 1917, a few of the more notable events between
the end of the Civil War and the enactment are listed below. This is not to suggest that
these events somehow “caused” the enactment, but rather they are provided to help the
reviewer “recreate” that environment. From a multi-perspective or post-modern

viewpoint, it should also be noted that individuals from differing socio-economic or ethnic

backgrounds most likely had very different perceptions and feelings about what these
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events “meant.” The following events have been selected to demonstrate that America in
this period was indeed turbulent, bellicose, aggressive, expansionist, and deeply divided.
It is also worth noting how similar these events are to current concerns and problems. This
is by no means an exhaustive or extensive list but only a few of the more notable events*
which appear to have had some influence that occurred in this period. The events were
chosen to support the identification of primary VOTE stakeholder or interest groups, and
to justify their sometimes implied or attributed expectations, motives and expected
outcomes. An appreciation of this historical / evolutionary economic backdrop is an
integral component in the economic analysis of the viability of VOTE. The events
emphasize just how extraordinary was the creation of a consensus by Charles Prosser
among the groups affected, and their cooperation to obtain the passage of any legislation,
or indeed the implementation of any coordinated inter-group activities at any level.

1866 -- The United States forces the removal of French troops from Mexico and prevents

the establishment of a Mexican government controlled by France

1867 — Alaska purchased from Russia.

1867 — More than half of all U.S. working people are employed on farms.

. 1867 — The New York State Legislature votes to establish a free public
school system.

. 1867 — Midway Islands in the Pacific are taken in the name of the United

States August 28 by Capt. William Reynolds of the U.S.S. Lackawanna.

4 Unless otherwise indicated all events are from The People's Chronology contained on the MicroSoft CD
ROM bookshelf 1994.
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1869 — The first U.S. plow with a moldboard entirely of chilled steel is
patented by James Oliver who has established the Oliver Chilled Plow
Works.

1869 — Wall Street has its first “Black Friday” September 24, ruining small
speculators. Financiers Jay Gould, James Fisk, and other freebooters
including President Grant’s brother-in-law try to corner the gold market,
driving the price up to $162 per ounce by noon, and are on their way to
destroying half the banks and businesses in New York when Secretary of
the Treasury George Boutwell begins selling government gold, bringing the
price down to $133 inside 15 minutes.

1870 — Only two Americans in 100 of 17 years and older are high school
graduates, a figure that will rise to 76 percent by 1970. Sixty-seven percent
of children between S and 17 are students, a figure that will rise to 78
percent by 1920 and to 87 percent by 1975.

1874 — The U.S. public high school system wins support from the Supreme
Court which rules against a citizen of Kalamazoo, Mich., who had brought
suit to prevent collection of additional taxes. The court upholds the city’s
right to establish a high school and to levy new taxes to support the school.
1874 — A meeting of the unemployed held in New York’s Tompkins
Square January 13 to bring public attention to widespread poverty
following last year’s Wall Street collapse brings a charge by mounted

police: hundreds are injured.
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1883 — An Owasco, N.Y ., cannery installs the first successful pea-podder
machine, replacing 600 employees.

1883 — The first fully automatic machine gun is invented by American-born
English engineer Hiram Stevens Maxim, 43, whose Maxim/Vickers gun
will be adopted in 1889 by the British army and thereafter by every other
major army. Maxim’s gun is an advance over the 1861 Gatling gun in that
the recoil energy of each bullet is employed to eject the spent cartridge,
insert the new round, and fire it."

1884 — Chinese farm workers account for half of California’s agricultural
labor force, up from 10 percent in 1870. The Chinese have raised dikes at
the mouths of the San Joaquin and Sacramento Rivers and are reclaiming
millions of acres of rich farm lands.

1884 — Congress establishes a Bureau of Labor in the Department of the
Interior as severe coal strikes occur in Pennsylvania and Ohio.

1886 — The Haymarket Massacre at Chicago gives the U.S. labor
movement its first martyrs and marks the beginnings of May Day as a
worldwide revolutionary memorial day. Chicago police fire into a crowd of
strikers May 1, killing four and wounding many others. The 17-year-old
Knights of Labor organization holds a peaceful rally May 4 in Haymarket
Square to protest the shooting, someone throws a small bomb that knocks
down 60 policemen, killing one and mortally wounding six others, the
police fire into the crowd, and the workers sustain three times as many

casualties as the police.
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1886 — Labor agitation for an 8-hour day and better working conditions
makes this the peak year for strikes in 19th-century America. Some
610,000 U.S. workers go out on strike, and monetary losses exceed $33.5
million.

1887 — The Hatch Act voted by Congress March 2 authorizes the
establishment of agricultural experiment stations in all states having land-
grant colleges.

1889 — Kansas and Nebraska farmers pay 18 to 24 percent interest rates on
loans, with rates sometimes going as high as 40 percent. Local brokers and
then local loan companies secure funds from eastern investors and take
healthy cuts for themselves.

1890 — From 75 to 90 percent of all Kansas farms are mortgaged at interest
rates averaging 9 percent. Banks have foreclosed on roughly one-third of
all farm mortgages in the state in the past decade, as drought prevented
farmers from producing enough to keep up interest payments on loans
taken out to buy farm machinery and seed.

1890 - Railroad-related accidents kill 10,000 Americans and seriously
injure 80,000.

1890 — A second Morrill act passed by Congress August 30 supplements
the 1862 law, establishing experiment stations, extension services, and
agricultural research programs to aid U.S. farmers.

1890 — Alfred Thayer Mahan publishes “The Influence of Sea Power Upon

History, 1660—1783”
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1891 — The papal encyclical Rerum Novarum issued May 15 by Leo XIII
(Gioacchino Pecei) points out that employers have important moral duties
as members of the possessing class and that one of society’s first duties is
to improve the position of the workers.

1892 — A wave of strikes for higher wages in the United States is touched
off by higher prices that have resulted from last year’s poor crops. New
York’s first Labor Day parade September 5 brings out 30,000 marchers.
1892 — “American workmen are subjected to peril of life and limb as great
as a soldier in time of war,” says President Harrison.

1893 — A survey of Brooklyn, N.Y ., schools reveals that 18 classes have 90
to 100 students each, while one classroom is jammed with 158.

1893 — The Pullman Palace Car Co. reduces wages by one-fourth, obliging
workers to labor for almost nothing while charging them full rents in
company housing at Pullman, IIl., and charging inflated prices at company
food store.

1893 — Kelly’s Industrial Army marches on Washington, D.C., 1,500
strong to demand relief which is not forthcoming from Congress. Led by
“General” Charles T. Kelly, the army of unemployed workers from
California arrives fdr the most part via boxcar.

1894 — Pullman Palace Car workers strike May 1 to protest wage cuts, and
a general strike of western rail-roads begins June 26 as Eugene V. Debs

orders his railway workers to boycott Pullman. U.S. troops enter Chicago
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in July to enforce federal laws in the Pullman strike. A federal grand jury
indicts Debs for interfering with the mails and with interstate commerce.
1896 — William Jennings Bryan proclaims “You shall not press down upon
the brow of labor this crown of thorns, you shall not crucify mankind upon
a cross of gold,”

1897 — Hawaii annexed by the US.

1898 — The US battleship Maine blows up in Cuba. The Spanish American
war fought and America gains control of Cuba, Guam, Puerto Rico and the
Philippines. More U.S. troops in the Spanish-American War die from
eating contaminated meat than from battle wounds. The deaths raise a
public outcry» for reform of the meat-packing industry.

1898 — John W. Gates becomes president of American Steel & Wire, which
has a virtual monopoly in barbed wire. He has established his own barbed
wire company at St. Louis and negotiated a series of mergers and
consolidations.

1898 — National Biscuit Co. is formed by a consolidation of New York
Biscuit, American Biscuit and Manufacturing, United States Baking, and
United States Biscuit . Adolphus W. Green heads the new company, whose
114 bakeries comprise 90 percent of all major U.S. commercial bakeries.
1898 — Virden, Ill., coal mine operators attempt to break a strike by
importing 200 nonunion black workers, an action that provokes violence:
14 miners are killed and 25 wounded in the October 12 Mt. Olive massacre

that brings demands for a union.
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1899 — The American Sugar Refining trust has almost a 100 percent
monopoly in the U.S. industry.

1899 — E. 1. du Pont de Nemours is incorporated in Delaware and now
controls 90 percent of U.S. blasting powder production and 95 percent of
U.S. gunpowder production.

1900 — Hills Bros. in San Francisco begins packing roast ground coffee in
vacuum tins to begin a new era in coffee marketing. It is the beginning of
the end for the coffee roasting shops common now in every town and the
coffee mill seen in almost every U.S. kitchen.

1901 — The Industrial Commission hears a government witness testify that
a steam sheller can shell a bushel of corn in 1.5 minutes versus 100 minutes
for the same job done by hand and that a wheat combine can do in 4
minutes what it would take a man 160 minutes to reap, bind, and thresh by
hand.

1901 — United States Steel Co. is created by J. P. Morgan, who
underwrites a successful public offering of stock in the world’s first $1
billion corporation

1901 — American Can Co. is created by a merger of 175 U.S. can makers
engineered by W. H. Moore and Indiana banker Daniel Reid. The Can
Trust turns out 90 percent of U.S. tin-plated steel cans.

1902 — United States Steel Co. has two-thirds of U.S. steel-making

capacity.
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1902 — Smuggler-Union mine manager Arthur Collins is assassinated
November 19 in his home at Telluride, Colo., following settlement of a
violent strike against the mine by the Western Federation of Miners. Four
hundred national guardsmen will go into Telluride next year to suppress the
WFM.

1902 — United Mine Workers leader John Mitchell leads his 147,000
anthracite coal workers out of the pits May 12 to begin a 5-month strike
that cripples the United States. Mine operators and railroad presidents have
rejected an invitation from Mitchell to attend a conference, they continue to
oppose unionization, and George F. Baker of Philadelphia and Reading
Coal & Iron says July 17, “The rights and interests of the laboring man will
be protected and cared for—not by the labor agitators, but by the Christian
men to who God in His infinite wisdom has given the control of the
property interests of this country. . .”

1903 — National Cash Register’s J. H. Patterson gives his executive
Thomas John Watson, 29, a budget of $1 million to start a company that
will pose as a rival to NCR but will actually take control of the U.S. used
cash-register business.

1903 — American Brass Co. is created by a merger of U.S. copper
companies that include the Guggenheim family’s American Smelting and
Refining, United Copper (controlled by Montana mine operator Frederick
Augustus Heinze, 34), and Amalgamated Copper (controlled by Standard

Oil’s H. H. Rogers and Anaconda’s Marcus Daly).
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1903 — Private citizens with the connivance of the U. S. government
engineer a revolution to seize control of the Isthmus of Panama from
Columbia to construct the Panama Canal.

1905 — International workers of the World (IWW) founded.

1906 — E. 1. du Pont de Nemours has bought up or otherwise absorbed the
other members of the 34-year-old Gunpowder Trade Association (Powder
Trust) and has a near-monopoly in the U.S. powder industry. It produces
100 percent of the privately-made smokeless powder and from 60 to 70
percent of five other kinds of explosives.

1906 — Corn Products Refining Co. is created by Standard Oil director E.
T. Bedford whose “gluten trust” controls 90 percent of U.S. corn refining
capacity. The company’s Karo syrup will soon be a household name.

1909 — U.S. Marines oust Nicaragua’s president.

1909 — Bakelite, developed by Belgian-American chemist Leo Hendrik
Baekeland, 46, is the world’s first polymer.

1910 — Seventy percent of U.S. bread is baked at home, down from 80
percent in 1890.

1910 — The average U.S. workingman earns less than $15 per week,
working hours range from 54 to 60 hours, and there is wide irregularity of
employment.

1912 — U.S. Marines land in Honduras in February, in Cuba 4 months later,

and in Nicaragua in August to protect American interests.
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1913 — A sensational report published February 28 by the House
Committee on Banking and Currency, chaired by U.S. congressman
Arsene P. Pujo (D-Louisiana), exposes the “money trust” that controls
U.S. financial power.

1913 — The United States has 40 percent of world industrial production, up
from 20 percent in 1860.

1913 — Sixteenth Amendment to the U. S. Constitution ratified permitting a
national income tax, and the Federal Reserve Board established.

1913 — The average British worker still earns less than £1 per week (35 in
U.S. currency) while American workers average more than $2 per day.
1913 — The United Mine Workers strike Colorado Fuel and Iron to protest
policies of the company controlled by Standard Oil’s John D. Rockefeller;
two mines are set afire, 27 strikers are killed. The Ludlow massacre April
20 climaxes a struggle by Colorado coal miners struggling for recognition
of their United Mine Workers union. A battle with state militia near
Trinidad ends with 21 dead including two women and 11 children caught in
tents that have been set ablaze, angry strikers take possession of the
Colorado coal fields, and they do not yield until federal troops with artillery
support move in June 1.

1914 — The Smith-Lever Act passed by Congress May 8 provides for
agricultural extension services by USDA county agents working through

the land-grant colleges established under the 1890 Morrill Act.
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1914 — Threats of labor troubles in early January have led Henry Ford to
offer workers a minimum wage of $5 per day—more than twice the
average U.S. wage and more than the average English worker earns in a
week.

1915 — The Wealth and Income of the People of the United States by
economist Wilford Isbell King points out the increasing concentration of
income in the hands of the few, an indication of the need for a graduated
income tax (see 1913). In 1910, King observed, the richest 1.6 percent of
U.S. families received 19 percent of the naﬁonal income, up from 10.8
percent in 1890. While the richest 2 percent of the population received 20.4
percent of the national income and averaged $3,386 per capita in income,
the poorest 65 percent received 38.6 percent and averaged $197.

1916 — A San Francisco Preparedness Parade July 22 is disrupted by a
bomb explosion that kills 9 and wounds 40. Labor leader Thomas J.
Mooney, 34, is accused along with Warren K. Billings, 22, of having
planted the bomb, both protest their innocence, Mooney is convicted and
condemned to death, Billings is given life imprisonment.

1916 — Britain’s refusal to permit U.S. imports of German knitting needles
needed in U.S. mills has drawn a sharp protest from Washington in May,
and Washington protests again when the London Official Gazette blacklists
some 30 U.S. firms under the British Trading with the Enemy Act of July

18.
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. 1916 — Ireland’s Easter rebellion beginning April 24 lasts a week but has
little popular support. Former British consular official Roger Casement has
had no success in raising a brigade of Irish war prisoners in Germany, a U-
boat has landed him April 20 to support the Irish Republican Brotherhood
led by Patrick Henry Pearse, but German aid fails to materialize. While
150,000 Irish volunteers fight for the king in Flanders, some 2,000 rebels
rise at Dublin, police arrest the rebel leaders. People hiss them but they
become martyrs when convicted of treason and hanged August 3.

. 1917 - Berlin notifies Washington January 31 that unrestricted submarine
warfare will begin the next day, the United States severs relations with
Germany February 3. The United States declares war on Germany April 6.

. 1917 — Smith-Hughes act enacted into law.

At least from the time that Charles Prosser was able to create the coalition of
industry, farmers, unions, feminists and governmental agencies which resulted in the
passage of the first federal vocational education act in 1917, one of the most fundamental
and basic assumptions supporting VOTE was that all groups and the nation as a whole
would benefit from its existence and operation, although probably not to the same extent
at all times for everyone involved. 17 appears that a fundamental, although tacit and
implicit possibly subliminal, assumption among all these groups was that as the
perceived “problems” were directly caused by a lack of (or incorrect) “education,” thus
“education” with its multitude of nuances and meanings was to be the tool or mechanism

by which their objectives was to be obtained.
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However as stated by Gregson®: “To gain greater insight it is helpful to recognize
two opposing perspectives emerged in the late 1800s and have contributed to the current
discourse. One view has been labeled as instrumental because it contends that the purpose
of schooling is to increase social and economic efficiency . This view was espoused by two
leading educators at the turn of the century, Snedden, then the Commissioner of
Education for the Commonwealth of Massachusetts, and Charles Prosser, who later
became Executive Director of the National Society for the Promotion of Industrial
Education (NSPIE), became leading advocates of secondary vocational education as trade
training . Impressed with the research and writings of Frederick W. Taylor®, Snedden
adapted Taylor's theories on scientific management to schooling in an attempt to better
meet the needs of industry.”

While the “Social Efficiency” model has largely fallen into disrepute with most
current researchers, it is well to remember that in the last years of the Twentieth century
the best predictors of both occupational choice and social/economic status for a student
remain the occupation and status of the same gender parent. It is also well to remember
that for many, if not most, people at the time Smith-Hughes was enacted, the choice was
not between vocational and traditional academic education but rather between vocational
education and no education at all. Charles Prosser, “Chief of Staff” for the National

Society for the Promotion of Industrial Education [NSPIE] explicitly identified three basic

3 Paraphrased from “The school-to-work movement and youth apprenticeship in the U.S.: Educational
reform and democratic renewal?” Journal of Industrial Teacher Education, 32(3), 7-29 Available:
http://borg.lib.vt.edu/ejournals/JITE/v32n3/Gregson.html

¢ Taylor, Frederick Winslow (1856-1915) American inventor, engineer, and efficiency expert noted for his
innovations in industrial engineering and management. While not intended as an ad hominem attack,
it is well to remember that Taylor had no pedagogical experience and is known to have suffered from
severe depression and had at least one nervous collapse.
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economic sectors with an implicit fourth which VOTE, as defined in Smith-Hughes, was
expected to positively impact. (Cuban 48) These were:
. Agriculture;
. Trade and Industry;
. Home Economics; and implicitly
. Government
The division of VOTE interest or stakeholder groups is more meaningful by the
following functional categories rather than by specific economic sector. The reviewer
is cautioned that it is now difficult to separate the goals, objectives and expectations
which Charles Prosser used to promote and advance the coalition for Smith-Hughes
from those goals, objectives and expectations that were pre-existing, nor can the priorities
of t'hese goals, objectives and expectations within the groups then existing now be
determined. In view of the incidents and events listed above, and direct and explicit
statements in the literature the “official” objectives, goals and expected outcomes of
VOTE used by Charles Prosser to obtain the enactment of Smith-Hughes (1917) were:
. Government — Although this period was characterized by the almost
universal espousing of laissez-faire economics and free-for-all “states
rights” politics, “government” at all levels as an independent self-
perpetuating entity and the politicians had considerable self-interest in the
assumed and perceived effects of VOTE. In modern terminology these
included:

. National Defense considerations specifically armament production.
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. Other National Defense material considerations such as food,

communications, transportation, and clothing.

. Economic independence by domestic production rather than import.
. Increased domestic economic activity by domestic production.
. Increased revenue by broadening the tax base, rather than by

increasing rates which is always unpopular.

. Increasing citizen support for (or at least acceptance of) existing
economic and social order.

. Meeting the employers’ needs for trained labor from domestic
sources rather than through immigration both to avoid dilution of
existing voting blocs and simple xenophobia.

The Wage Payers or Employers —

. Adequate or at least an increased supply of trained labor.

. Increased profits by maximizing production and minimizing waste
using existing plant and equipment because of improved employee
qualifications and competence.

. Increased profits through the introduction of new or improved
technology and products made possible because of the availability
of trained and educated employees.

. A workforce that “understood” the realities of industrial life and
would support (or at least accept) it, thus minimizing labor unrest,

sabotage and work stoppages.
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A desire resulting from both self-interest and patriotism to have the
American economy as independent as possible, and to produce
goods better than, or at least as good as those produced anywhere.
The intent was to minimize the need to import and maximize

exports.

Farmers, Ranchers (and other self employed entrepreneurs) —

Improved income and decreased work loads as a result of not only
their improved knowledge, skills, and methods, but also the
(increased) availability and lower costs of new and improved seeds,
cattle breeds (products), machinery and equipment made possible
by a better educated and trained urban workforce organized for
mass production.

An implicit or tacit expectation seems to have existed that a better
educated and trained urban workforce would spend part of their
increased earnings on more and better food (and other goods) thus

increasing domestic consumption and raising prices.

The Wage Earners or Employees —

Improved incomes, improved working conditions, and decreased
work loads as a result of their improved knowledge, skills, and
methods (Working smarter not harder in the modern idiom).
Increased employment opportunities because of new industries
made possible by the existence of adequately skilled and educated

labor.
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. Improved social and economic status by advancing from “unskilled”
to “skilled” labor.

. Pride in making American products better than, or at least as good
as, any produced in the world.

. Pride in (appropriate) participative citizenship by more effectively
taking part in activities to improve their community by improving
their communications and organizational skills and knowledge of
the world.

. The House-Wife —

. Maximize their contribution to their family unit by improving the
quality and quantity of their output such as sewing, baking and
canning, while minimizing out-of-pocket costs by improving their.
knowledge and skills.

. Produce better citizens through increased knowledge of “correct”
child rearing practices and providing the best possible home for
their husband and children.

. More effectively participate in activities to improve their
community by improving their communications and organizational
skills and knowledge of the world.

By no later than the early sixties, Home Economics had become obsolete because
the amount of gain to the overall economy produced by unpaid or non-cash-income
producing activities in the home such as canning, baking, and sewing of clothes had

proportionally become very small. From a cultural perspective, it appears that the total
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benefits from outside cash employment were now perceived by most people to far exceed
the total benefits of productive but non-income producing domestic activities.
Agriculture, as discussed in greater detail in the short evaluation of Ag-Ed, has
fragmented into two major subdivisions. “Classical” Agricultural Education [Ag-Ed]
continues to assume that the individual will participate in this sector as a generally
independent entrepreneur, with substantial control over their choice of products, means of
production, hours and conditions of labor, et cetera. “Modern” Ag-Ed or agri-business is
effectively a sub-division of “Trade and Industry” with food and fiber inputs rather than
chemicals, oil and ores, in that the participants are generally paid (although possibly highly
paid and technical) labor with little or no control over products produced, means of
production, terms and conditions of employment, et cetera. Thus, the current basic or

fundamental economic segments directly effected by VOTE as defined by the current

study are:
. Trade and Industry, including service and agri-business (wage payers)
. Classical (cash crop production) Agriculture (self employed entrepreneurs)
. Government

The fourth economic segment with a very large buf not a primary stake in VOTE
are the VOTE teachers, administrators and organizations, collectively identified as VOTE
practitioners. The rationale for this separate classification is that VOTE was never
intended to provide employment for the individuals’ in this category nor to establish and

maintain organizations independent of the other three groups as a whole. Indeed, if

7 Because of considerable personal interest, a due and diligent search was made by this researcher, without
result, for a federal, state or local “Vocational Teacher’s and Administrator’s Full Employment Act.”



37

VOTE as it is presently implemented were to abruptly vanish, the other three groups
would continue to exist with some, but generally minimal, change, but if any of the three
basic groups listed above were to be greatly reduced or eliminated, VOTE as it is
presently defined and implemented would almost certainly disappear or be changed
beyond recognition. To include VOTE teachers, administrators and organizations as a
basic stake-holder group would be a classic example of “the tail wagging the dog.”
From a functional classification the current basic stakeholder categories, in no

particular order, are:

. Trade and Industry, including service and agri-business (wage payers)

. Classical (cash production) Agriculture (and self employed entrepreneurs)
. Government as an independent and self-perpetuating entity

. Workers (wage earners)

While there are many objectives, goals and expected outcomes listed above which
are not overtly economic, nearly all of these considerations are ultimately based on, or at
least substantially affected by, “economics,” therefore the following United States
economic data, as provided by the United States Bureau of Labor Statistics [BLS],
Bureau of the Census[BC], National Agricultural Statistical Service [NASS], other
governmental agencies, educational institutions and industry sources, will be combined
and examined in detail in the folloﬁing chapters using the above expectations and common
economic assumptions® as criteria. Because this information is only minimally informative
in isolation, only data titles/descriptions are included below. The actual charts and graphs

will be found in Chapters IV (Findings), V (Discussion) and in the appendixes. In some

¥ Such as the law of supply and demand
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section. In most cases, if the data in tabular format is sizable, it is located in the “Tabular

Data” section in the Appendix.

Median’ individual income by educational attainment in current and
constant value (CPI) dollars;

Poverty rates of full time workers as a group and by gender;

Median individual incomes in total and by gender in current and constant
value (CPI) dollars;

United States GINI coefficient of income distribution;

Consumer Price Index [CPI] and Producer Price Index [PPI] series;
Gross Domesfic Product [GDP] annualized growth rate by state;

State education attainment as fraction of population;

State death rates from murder, accident, and total in occurrences per
100,000;

Personal and small-business bankruptcies filed under chapter 13 by year
Dow-Jones stock averages in current and constant value (CPI) dollars in
linear and log-linear chart format;

United States Treasury and AAA corporate yearly average bond yields;

° Where possible median values are used in place of averages because the median minimizes the skewing
affect of outlying data points, for example the effect of professional athlete and corporate CEO annual
salaries on the “average” income. The median, like the average, is a measure of central tendency
which indicates the value such that one-half of all readings are below and one-half of all readings are

above it.



. Mid-Year Average [MYA] prices for corn, wheat, soybeans, swine and

cattle in current and constant value (CPI) dollars in linear and log-linear

chart format;

. Effective individual income tax rates by year;

. Number and types of bankruptcies filed in total and by state.

The commonly held assumption about a long continuing and current (1998)

general shortage of qualified retail sales, skilled and technical employees is also

investigated. On-line media sources which examine this “shortage” in detail from a local

perspective include:
The American Prospect
Boston City Journal
Criner, Oscar H.
Denver Business Journal
Houston Business Journal

Information Week

N. Colorado Business Rpt.

Wichita Business Journal

http://epn.org/prospect/34/341estnf/html

www.amcity.com/boston/012797/story 1. html

www.nbfront.org/html/FRONTa.. ticles/TechL aborShortage. html

www.amcity.com/denver/stories/052697/story. html

www.amcitv.com/houston/stories/051198/story 1.html

www.iweek.com/author/runtime7.htm

www.ncbr.com/aug97/laborroundtable. htm

www.sfbt.com/wichita/stories/021698/stories1.html
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Two frequently cited sources by researchers in the current socio-economic area are

“The End of Work” by Jeremy Rifkin, and “When Work Disappears” by William Julius

Wilson. Rifkin uses a macro-global perspective to examine changing economic conditions

from the top down, while Wilson concentrates on the specialized niche of minority,

predominantly black ghettos in urban America and thus examines changing the conditions

from the bottom up. While differing in particulars, both authors agree on the major
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affects. Wilson, by confining his research to the indicated niches tends to leave the
impression that the ill affects of these changes are somehow limited to minority enclaves in
major urban areas. This is not the case. All ethnic groups in all social settings from rural
to highly urbanized are affected. Indeed, even those groups who have obtained a rising
rather than a falling income from these changes appears to be adversely affected because
of increases in crime, random violence, and vandalism which are resulting in increased
costs for home security systems, auto alarms and limitations on freedom of movement.
Rifkin tersely states several key facts:

For the whole of the modern era, people’s worth has been measured by the
market value of their labor. Now that the commodity value of human labor
is becoming increasingly tangential and irrelevant in an ever more
automated world order, new ways of defining human worth and social
relationships will need to be explored. [Rifkin xviii]

Business consultants like John C. Skerritt worry about the economic and
social consequences of re-engineering, “We can see many, many ways
that jobs can be destroyed,” says Skerritt, “but we can’t see where they
will be created.” Others, like John Scully, formerly of Apple computer,
believe that the “reorganization of work” could be as massive and
destabilizing as the advent of the Industrial Revolution. “This may be the
biggest social issue of the next 20 years,” says Scully. Hans Olaf Henkel,
CEO of IBM Deutschland, warns, “There is a revolution underway.”
[Rifkin 7]

The fact is that while less than 1 percent of all U. S. Companies employ
500 or more workers, these big firms still employ more than 41 percent
of all the workers in the private sector at the end of the last decade.
[Rifkin 10]

A 1993 study by the Department of Labor found that less than 20 percent
of those who were retrained under federal programs for dislocated workers
were able to find new jobs paying at least 80 percent of their former salary.
[Rifkin 26]

In our highly industrialized urban culture, most people would probably be
surprised to learn that the food and fiber industry is the single largest
industry in the United States. More than 20 percent of the GNP and 22



percent of the workforce is dependent on crops grown on America’s
agricultural lands and animals raised on feedlots and in factory farms.
[Rifkin 110]

Government figures on employment are often misleading, masking the true
dimensions of the unfolding job crisis. For example, in August 1993 the
federal government announced that nearly 1,230,000 jobs had been created
in the United States in the first half of 1992. What they failed to say was
that 728,000 of them -- nearly 60 percent -- were part-time, for the most
part in the low-wage service industries. [Rifkin 167]

The partial transfer of personal loyalties and commitments away from the
market and the public sector and to the informal, social economy
foreshadows fundamental changes in institutional alignments and a new
social compact as different from the one governing the market era as it, in
turn, is different from the feudal arrangement of the medieval era that
preceded it. [Rifkin 217]

Wilson makes the following penetrating observations:

The problems reported by the residents of poor Chicago neighborhoods are
not a consequence of poverty alone. Something far more devastating has
happened that can only be attributed to the emergence of concentrated and
persistent joblessness and its crippling effects on neighborhoods, families,
and individuals. [Wilson 16-17]

The black-white differential in the proportion of males involved in serious
violent crime, although almost even at age 11, increases to 3:2 over the
remaining years of adolescence, and reaches a differential of nearly 4:1
during the late twenties. However, when Elliott compared only employed
black and white males, he found no significant differences in violent
behavior patterns among the two groups by age 21. Employed black males
like white males, experienced a precipitous decline in serious violent
behavior following their adolescent period. Accordingly, a major reason
for the racial gap in violent behavior after adolescence is joblessness; a
large proportion of jobless black males do not assume adult roles and
responsibilities, and their serious violent behavior is therefore more likely
to extend into adulthood. [Wilson 22]

One of the earliest studies to examine the effects of persistent
unemployment was conducted over fifty years ago by Marie Johoda, Paul
F. Lazersfeld, and Hans Seisel in Mareinthal, a small industrial community
in Austria “at the time of a depression that was much worse than anything
the United States went through.” . . . “One of the main theses of the
Mareinthal study was that prolonged unemployment leads to a state of
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apathy in which the victims do no utilize any longer even the few
opportunities left to them.” . . . Cut off from their work and deprived of
contact with the outside world, the workers of Marienthal have lost the
material and moral incentives to make use of their time. Now that they are
no longer under any pressure, they undertake nothing new and drift
gradually out of an ordered existence into one that is undisciplined and
empty. Looking back over any period of this free time, they are unable to
recall anything worth mentioning. [Wilson 73-74]



CHAPTER 111
METHODOLOGY
Introduction

This section defines descriptive analysis, justifies the use of descriptive analysis,
and explains how the more qualitative (subjective) data (the goals, objectives and
expectations of VOTE by the stakeholder groups) and the more quantitative (objective)
data (economic and demographic) were combined to evaluate recent and current VOTE

efficacy and to project trends to forecast VOTE viability.
Descriptive Analysis

Emory [12-13] states:

At the most elementary level, an inquiry may be made only to report some
data, perhaps statistics . . . The next level of investigation is description. A
descriptive study tries to discover answers to the questions of who, what,
where, and sometimes how. At this level, the researcher attempts to
describe or define a subject, often by creating a profile of a group or
problems, people, or events. Such studies may be a single variable
frequency distribution, or they may involve bivariate or multivariate
relationships. They may or may not have the potential for drawing
powerful inferences. They do not answer the question “why.” The
descriptive study is popular in business research because of its versatility
across disciplines.

Emory adds: [19]

Researchers also have obligations. They are expected to develop a creative
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research design that will provide answers to important business questions.
Not only should researchers provide data analyzed in terms of the problem
specified, but they should also point out the implications that flow from the
results. In the process, conflict may arise between what the decision maker
wants and what the researcher can provide. The decision maker wants
certainty and simple, explicit recommendations, while the researcher often
can offer only probabilities and hedged interpretations.

He also insightfully notes: [19]

The researcher will inevitably have to consider the political situations that
develop in any organization. Members strive to maintain their niches and
may seek ascendancy over their colleagues. Coalitions tend to form, and
people engage in various self-serving activities, both overt, and covert. As

a result, research is blocked or the findings of objectives of the researcher
are distorted for an individual’s self-serving purposes.

Using Emory’s suggested categories:

1. Who - The basic and primary stakeholder groups of Vocational, Technical
and Occupational Education [VOTE] in United States, specifically the
wage payers (business), the wage earners (workers), the nation at large as
government, and self-employed entrepreneurs, primarily farmers and
ranchers.

2. What - How well VOTE appears to be meeting their implicit and overt
expectations and goals.

3. Where/When - In the United States after the Second World War (1945),
and especially after the end of the Vietnam conflict (1973).

4 How - By comparison of actual results described by governmental and
other reliable data with the stakeholder’s implicit and overt goals.

5. As indicated, “why” will not be answered. Some intermediate mechanisms

are posited (such as special or idiosyncratic word usage), and a plausible
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conceptual framework (the accretion model of economic evolution)

proposed, but a final or ultimate “why” is not attempted.
Data and Information Analysis

The procedure was to use the explicit and attributed objectives, goals and expected
outcomes of the stakeholder groups, [largely qualitative data] combined with the known
“laws” of economics and extant historical (economic) data [largely quantitative data] to
probe and analyze the past, current and as far as possible future validity.

The goals, objectives and expectations of VOTE by the various stakeholder
groups, while subjective and in some cases implicit and attributed, can in many cases
generate testable hypotheses for which objective or positivistic data exist. For example,
one of the most basic “assumptions” for an employee or wage earner about VOTE is that
the following chain of reasoning is valid:

1. I want to earn more money.

2. VOTE is one way to accomplish this.

3. I have participated in VOTE.

4. Therefore, 1 will earn more money.

The existing governmental economic data allows testing and validation of the
conclusion in item 4. A conclusion not in conformance with known facts or conditions
indicates either an incorrect (application of) logical inference or, one or more incorrect
starting assumption(s).

The reviewer is cautioned that it is entirely possible to begin with incorrect

assumptions, apply valid logical/mathematical operations and still obtain “correct” results
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or conclusions, therefore correct results do not “prove” the validity or correctness of the

initial assumptions or starting “facts.” An example may help to make this more clear.

1. Assume that 1 = 2.
2. It is logically and mathematically correct that ifa =b then b = a.
3. It is also logically and mathematically correct that if equals are added, the

sum is also equal. Thatis,ifa=aandb=>b,then(a+b)=(a+b)isa
“true” or valid statement.

4. Performing the indicated operation of (1 = 2) + (2 = 1) the results are [(1
+2)=(2+ 1)] or 3 =3 which is a “true” sfatement, but one which does

not prove that 1 =2.



CHAPTER 1V

FINDINGS AND RESULTS

Introduction

Most of the currently accepted economic shibboleths about VOTE, and education
in general, no longer appear to be generally operational. While these maxims, rules-of-
thumb, slogans, and catch phrases well served the United States and its VOTE stakeholder
groups for many years during the time of the expansion of heavy industry, mass
production and independent family agriculture (c. 1880-1970), these now appear to be
valid only under very specific circumstances and/or with significant qualifications,
exceptions and limitations. These should no longer be used indiscriminately as general
guides for policy making, student advisement, economic development, or as economic
justification for significant personal investments of time or money. The reviewer is
specifically cautioned that while this data indicates that what “Everyone Knows” and
“They Say” about education and VOTE is no longer generally valid, these assumptions
are projected to become increasingly dysfunctional and counter-productive over the next

five to ten years.
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Subjective Quantitative Data

Several data sets which are extensively used in the following analysis are in large
part qualitative, even though they are presented in numerical format and appear totally
quantitative. The collectors and collators of the data have made every effort to avoid and
remove any qualitative components, but factually cannot do so. The Consumer Price
Index [CPI] series and Poverty Level series are perhaps the two most subject to this, and
the factual basis and validity of much widely accepted governmental data, especially the
Consumer Price Index [CPI], much of the Produce Price Index' [PPI] series, and the
Poverty Level Income [PLI] issued by the BLS, are disputed by some of the more
conservative but recognized economists and socio-political organizations®>. However a
more subtle and basic problem exists in that a determination of the [human] meaning and
significance must be made of even the most quantitative data. It is not enough to “prove”
that the Humperdink® Coefficient has increased at an annualized rate of 7.2% for the last
seventeen years. The researcher and reviewers must both understand what the
Humperdink Coefficient portends to measure and what the significance of a 7.2% annual
increase, in the past, current and likely future contexts is, and to whom, if this study is to

be more than an exercise in mathematics.

! There is also a comparable index maintained for producers. This is the Producer Price Index or PPIL. It
is interesting to note that over time it appears that one unit of money has developed different values for
producers and consumers.

2 For example the Cato Institute [available: http://www.cato.org/]

3 To the knowledge of this researcher there is no “Humperdink Coefficient.” This name was chosen to
represent the multitude of coefficients and indici that are in current use.
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Consumer Price Index

The CPI or Consumer Price Index is an attempt to create a way to meaningfully
compare costs and prices between and across different periods of time, or to state it
differently, a way to measure the “value” of money*. It is obvious to most people that the
apparent or perceived value of money continually decreases in that the prices for the
“same” goods seem to continually increase, albeit at different rates at different times for
different items.

To attempt to measure or quantify this change The Bureau of Labor Statistics
created a standard “market-basket” of typical consumer goods and services such as a loaf
of bread, a gallon of milk, a pound of hamburger, a gallon of gasoline, a car, rent on a
typical apartment, mortgage rates and points, a sofa, a washing machine, insurance,
haircuts, and so on. The BLS then has shoppers price these items every month in a large.
number of locations across the United States. Through a complex mathematical process,
the proportionally weighted prices of the items in the standard “market-basket” are then
combined and a “total” calculated. This total is compared to last month’s total, and under
the assumption that the actual or real value of the goods and services are the same, the
change in the value of the money is calculated. A complication is the variation in seasonal
demand. For example, the cost of sun tan oil and jumper cables is different in July and
January. This requires a seasonally adjusted market-basket.

As complex and subjective as this process is, for example what products/services

to include and what weighting factors to use, structural changes in the economy and

4 This is a wonderful post-modern problematic or de-construct, which is asking in effect, if money is a
measure and store of value, then “what is the value of value?”
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culture introduce additional complications which increase with time. For example, the
introduction of new products (VCRs, Personal Computers, Saranwrap), disappearance of
old products (typewriters, LP records, eight track tapes), changes in retail channels
(Walmart), the introduction of private or generic products in competition with name brand
products, and changes in consumer demand/taste.

Nevertheless, it is obvious that long-term economic analysis requires that the
current value of money be restated in constant value dollars if meaningful inquiry is to be
done. As the CPI is the most widely recognized data set, even with the above limitations,
it was used when conversion to constant value dollars was indicated. Where this was
done, the current dollar (not corrected for inflation) data, if available, was also included

and charted.

Poverty Level Incomes

If possible, the determination of Poverty Level Incomes, or PLIs is even more
subjective (and contentious) than the CP1. Some of the more conservative writers contend
that unless a person is starving and naked in the street, they are not poor. To others, a
person that is unable to sustain a suburban middle-class life-style including a new “soccer-
mom” mini-van or SUV is “poor.” Because of United States Income-Tax laws and
withholding, the reported cash income of all full time wage earners is available. This can
be combined with income tax return information such as the number of dependents, to
accurately calculate the distribution of incomes for individuals and family units. To this
point, this is primarily quantitative data with little subjective input, although even here

there is some controversy. Some writers claim that the non-reportable income value of
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activities such as the production of food in home gardens and medical care obtained at
“free” clinics should be included in their “adjusted” gross incomes when calculating
poverty statistics. The grossly subjective element is the determination of the income
cutoff point for “poverty.” The minimum acceptable levels of food, shelter, clothing,
medical care, and so forth have been (subjectively) determined by investigators with input
from several groups and organizations. For example, how much and what types of food
and clothing does a person require. The money necessary to purchase the goods and
services required to meet this minimum is calculated for individuals and families, and this
determines the “official” poverty level income or when combined with area/state income
data, the area/state poverty rate. One complication is that these costs are very different
for separate areas of the country. For example the cost of “adequate” heating and
clothing in rural Mississippi or Louisiana is considerably lower than for up-state New
York or Minnesota urban areas. Again, from a pragmatic perspective, roughly equal
numbers of investigators and organizations are claiming that the poverty levels/rates are
too high and too low. The exact poverty numbers are not particularly important for this
study. What is significant is that the governmental definition of a severely Spartan life-
style® as “poverty” has remained reasonably constant (through 1996 when the criteria were
revised), and thus provides a useful benchmark, independent of the CPI, for determining
changes in economic status/level df the population. A time-line table of the more notable
political and economic events from the end of World War Two through 1996 is included

at the end of this chapter to assist the reviewer.

5 At least from the average middle class perspective.
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Some Common but Incorrect Assumptions

“Everybody knows” and “They Say” There is

A Labor Shortage

This is possibly the core or heart of this entire study. It appears to be taken as a
article of faith by most VOTE practitioners and most members of the VOTE stakeholder
groups that a long-standing shortage of competent and qualified employees has existed,
exists, and will continue to exist, in the United States. When combined with the basic
tenant of free market economics, the law of supply-and-demand, this produces a readily
testable hypothesis. Specifically, in a general construction or logical syllogism:

1. The law of sﬁpply-and-demand states in a free market that if a shortage of

a commodity or service exists, the price for that service or commodity will
rise.

2. There has been, is, and will be a shortage of labor.

3. Therefore the cost of labor (wages) has, is, and will be increasing.

There are three substantially independent data sets which will allow the validity of

this syllogism to be tested. These are:
1. Median employee income in constant value dollars. If there is indeed a
labor shortage, the income levels should rise.
2. Percentage of full-time employees at or below poverty level income. If
there is indeed a labor shortage, the fraction of people below the poverty

line should decrease because of increased wages.



And the Facts Are

1.
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Unemployment rates. If there is indeed a shortage of employees, the long-

term unemployment trend should be down.

From the median employee income in constant value (1996) dollars data

as presented in the following Chart MEDEARN.XLS (source: US Bureau

of Labor Statistics)

1.1.

1.2

1.3.

1.4.

The maximum male median income was $37,184 in 1973. From
the trend-line, the peak value was in 1980 at about $36,000. The
trend line is steeply down.

The maximum female median income was $23,795 in 1990. From
the trend-line the peak value was about $23,000 in 1992. The trend
line is flat.

The much touted reduction in gender wage disparity appears to be
due almost entirely to reduction of male income rather than any
increase in female income, which is projected to be essentially flat
to 2010 at about $22,500.

In approximately 2004, male and female median incomes will be
equal at about $23,000, with male median income falling below the
female income after this date. Social and cultural problems likely to
result from this are discussed in the appendix in the section titled

“Changing gender roles in the American Workplace.”
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A very serious anomaly or singularity in the projected male median
income is indicated after 2000 because of an increasingly rapid loss
of income beyond this point. If the trend lipes are followed, the
median male income will be below current individual poverty levels
in about 2012 and the median male income is projected to fall to
zero in about 2020. This is highly unlikely, but does indicate highly
unstable and turbulent conditions should be expected. This is

discussed in greater detail in Chapter V.

From the percentage of full-time employees (1973-1996) at or below

poverty level income data as presented in the following Chart 1

POVWAGES.XLS source: US Bureau of Labor Statistics

2.1

2.2

2.3.

24.

The minimum fraction of full time employees with incomes at or
below the poverty level was in 1973 at 13.7%. The maximum
fraction of full time employees with incomes at or below the
poverty level was in 1995 at 31.6%.

There is a consistent increase in the fraction of full time employees
with incomes at or below the poverty level of about 0.25% per year
over this period.

The numbef of full time employees with incomes at or below the
poverty level are projected to increase from about 1 in 4 in 1975 to
about 1 in 3 in 2004.

A somewhat arbitrary division was made by setting 75% of the

federal poverty guide-lines as a criteria for significant poverty.
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Further examination of this data as detailed on Chart 2 and 3
POVWAGES.XLS indicates that the fraction of full-time
employees (female and male, respectively) with incomes
significantly below the federal poverty guide lines has been
increasing with time. 7That is in addition to having an increasing
Jraction of poor that are working full-time, the poor are getting
even poorer. Using this criteria, as indicated in Chart 4
POVWAGES.XLS the lowest fraction of full time employees with
incomes below 75% of the federal poverty guide lines as a fraction
of all full time employees with incomes at or below the poverty
level was in 1979 with 18.4%. The highest fraction was in 1992
with 49.8%. The trend line is not favorable in that the fraction at or
below 75% of poverty income is increasing at a rate of about
0.22% per year. This data appears to indicate that VOTE efforts
specifically targeted at the poorest poor such as displaced
homemakers and minorities under a series of Federal programs
such as Comprehensive Employment and Training Act [CETA], the
Job Training and Partnership Act [JTPA], Worker Adjustment and
Retaining Notification [WARN], Business Economic Support Act
[BESA], Economic Dislocation and Worker Assistance Act
[EDWAA], and Clean Air Employment Transition Assistance

[CAETA] have not been effective. Of course, the argument can be
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made that even though “poverty” has increased things would have
been even worse without these programs.

2.5.  Thus not only is the fraction of full-time workers earning less than
poverty wages increasing, the fraction of full-time workers earning
significantly less than poverty wages (defined as 75% of federal
guide lines) is even more rapidly increasing.

2.6.  The recent “improvements” in poverty rates do not appear to be the
result of any basic or structural economic changes but rather are
due to changes in the definition (1996) of poverty.

3. From the unemployment (1948-1994) rate data as presented in Chart 1

UNEMP.XLS Source: US Bureau of Labor Statistics

3.1.  First a caveat for the reviewer. While the best available, this data is
not consistent across the time period indicated. The “revisions” to
the method and definitions used to calculate this rate uniformly
tended to reduce the reported rate, and as the data indicates the
trend is up, not down, the only effect of these modifications is to
understate the rate of increase. In about® 1980, personnel in the
armed forces were included for the first time in the number of
individuals éonsidered to be gainfully employed full time. In about
1983, civilian prisoners who were employed (most of which are

"paid at the rate of 10 to 25 cents per hour) were also counted as

¢ Because of the difference between calendar year and fiscal year and the phasing in of the revisions, the
exact date of implementation is difficult to pinpoint.
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being gainfully employed full-time. This despite the fact that
prisoners are excluded from the total of adults who are looking for
work. As far as is known to this researcher, none of the other
OECD’ countries count individuals in these categories as being
“full-time gainfully employed,” therefore unemployment data from
other industrialized countries is not directly comparable. Because
the United States has a significant fraction of its adult population of
working age in either the armed forces® (c. 1,500,000) or in prison’
(c. 1,200,000) this results in an artificially lower unemployment
rate relative to other industrialized [OECD] countries.
Additionally, the definition of “adults who are actively looking for
work” has been regularly revised with the effect that this quantity is
minimized, compared to the relatively stable OECD definitions.
Operationally, the current US definition is that if an individual has
exhausted their unemployment benefits and is still unemployed, they
are not “actively” looking for work and thus are not counted in the
unemployment statistics.

3.2.  The unemployment rate is markedly cyclic. The lowest recorded
unemployment rate since WW II was 2.9% in 1953. The highest

rate was 9.7% in 1982. Thus, the current unemployment rate of

7 Organization for Economic Cooperation and Development. Major European industrial countries,
America, and Japan are members.

& The World Almanac and Book of Facts 1999 p207

® The World Almanac and Book of Facts 1999 p 891
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3.4.

3.5.

3.6.

63

about 4.5% is not unusual or exceptional. Two observations from
Chart] UNEMP.XLS:

The trend line indicates a continuing increase with the cyclic
changes imposed over it. The base increase is about 0.06% per
year from a starting point of about 4.25% in 1945. Significant dips
below this line appear to coincide with periods of high military
activity such as the Korean War, The Vietnam War, and Reagan
Military build-up.

The “swings” or variation in employment between the high and low
points of successive major cycles appears to be increasing, although
these data covers only a few cycles.

The time between the high and low points appears to be decreasing,
that is the rate of change is becoming faster, although these data
covers only a few cycles.

In summary, the unemployment rate is going up, not down, the
magnitude of change between the high and low points of successive
major cycles are increasing, and the duration of major cycles has
decreased indicating more rapid rates of change or greater

instability.
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“Everybody Knows,” and “They Say” — While there might not be a general

shortage of labor there was, is and always will be a shortage of skilled employees with
post-secondary training and college degrees.

It appears to be an even more firmly held article of faith by most VOTE
practitioners and most members of the VOTE stakeholder groups that a long-standing
shortage of competent and qualified employees as defined as those with post-secondary
training and college degrees has existed, exists, and will continue to exist, in the United
States. The earnings of employees with post-secondary training/education is of
particular interest as this includes the majority of current VOTE participants. Again,
when combined with the basic tenant of free market economics, the law of supply-and-
demand, this produces a readily testable hypothesis. Specifically, in a general
construction or syllogism:

The basic law of supply-and-demand states in a free market if:

1. A shortage of a commodity or service exists, the price for that service or

commodity will rise;

2. A surplus of a commodity or service exists, the price for that service or

commodity will fall; and

3. When supply and demand is in balance, the price for that commodity or

service will be stable.

4. The claim is there has been, is, and will be a shortage of “good”

employees, that is employees with post-secondary training and college

degrees.
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Resulting in the following conclusion: the cost of labor (wages) for

employees with these qualifications has, is, and will be increasing.

Another governmental data set is available to test the validity of this syllogism and

highly popular assertion. The Bureau of Labor Statistics has collected and issued median

earnings by educational attainment for the period 1973 through 1996 although this is in

current dollars. Combining this data set with the Bureau of Labor Statistics CPI data

generates the same data set in constant value (1996 CPI) dollars. This data is contained in

Chart 1 EDWAGES.XLS.

And the Facts Are — Examination of Chart 1 EDWAGES.XLS indicate the

following points:

1.

The only group with a trend-line with a positive slope indicating an actual
shortage and thus increasing wages for this 24 year period are persons
with post-baccalaureate degrees. A caveat is that this apparent increase
may not be due to increased wages per hour but rather additional work
time at the same rate or income from non-employment sources such as
investments and stock options.

The flat trend line for persons with baccalaureate degrees indicates that the
supply of such employees is in balance with the demand, despite any
claims to the contrary.

The consistent and continual decrease of about 6 cents per hour per year in
the inflation adjusted median hourly wage received by individuals with

post-secondary but not baccalaureate training/degrees clearly shows that
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there is an excess, not a shortage of employees with these qualifications
over the entire 24 year period examined.
An even greater excess of individuals with a high-school education relative
to demand is indicated by the greater average loss in their median hourly
wage rate of about 8 cents per hour per year from a lower starting point
over the entire 24 year period examined.
The group with the greatest over-supply relative to demand is that with less
than a high-school education. The loss in the median hourly wage rate for
this group is about 12 cents per hour per yeér from a still lower starting
point over the entire 24 year period examined.
This clearly indicates the problems in attempting to increase wages by only
improving educational / training levels without other corresponding
changes in the economic infrastructure. For example, if by some magic
individuals with less than a baccalaureate degree are transformed into
individuals with a baccalaureate degree, the only effect will be to flood the
market for employees with a baccalaureate degree, reducing this groups
wages, and destroying this group’s current stability of income, in effect
redistributing, not increasing total income.
Other observations:
7.1. By 1991 the median hourly inflation adjusted wage rate for
individuals with a high-school education had fallen to that of a
1973 high-school non-completer or drop out in constant value

dollars.
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7.2.  In 2014 the median hourly inflation adjusted wage for individual
with post-secondary training/education but not a baccalaureate
degree is projected to fall to those of a 1973 high-school non-

completer or drop out.

Why Does this Popular Misconception Persist?

The most general answer is that humans tend to retain comforting and desirable
beliefs regardless of their factual basis. Additionally, this particular perception was
supported by the apparent correctness or validity of this assumption for many years when:

L. Most of the products, goods, and services consumed in the United States
were produced in the United States;

2. A growing manufacturing infrastructure did indeed have a need for
expanding numbers of increasingly skilled and more highly qualified
employees;

3. Especially when this was combined with the diversion of large numbers of
18 to 25 year old males from the civilian job market into the military,

3.1.  where these males were primarily from the socio-economic classes
that traditionally provided the bulk of skilled blue collar workers, and

3.2.  were largely selected for their “employability” traits such as the
ability/willingness to follow direction, promptness, neatness,
loyalty, manual dexterity, physical condition and intelligence.

A more specific, and for this study more useful, the answer is that the phrase

“labor shortage” has quite different meanings to the general public and a small group of
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individuals engaged in an arcane discipline called “Labor Economics.” While there is no
“smoking gun” it appears that much of the support for a continuing belief in the existence
of a general or qualified labor shortage has been produced by reéearchers in this and other
closely related fields. The crucial difference is that “Labor Economics” has introduced
the criteria of “‘Skill(s) Premium” to determine shortage/surplus rather than using the
more common test, as used above, of rising/falling prices (wages). Many Labor
Economists use a theoretical construct of a base, background or minimum wage in a
society, and define “Skill(s)'® Premium” as that amount of additional wages that the
employer must pay to obtain adequate numbers of employees with the particular skill, over
and above the base wage. In the United States it appears that most Labor Economists
define the base wage as the “?ninimum wage” established by federal law. By their
definition if the “skills premium” is non-zero, this indicates a labor shortage for that skill..

To complete this analysis, it is now necessary to first examine another popular belief:

“Everybody Knows,” and “They Say” — The US minimum wage just keeps going

up. The Bureau of Labor Statistics and other resources provide data for the United States
legal minimum wage from 1954 to 1996. Indeed, the minimum wage has increased in
stair-step fashion from $0.75 per hour in 1954 to $5.25 in 1998. However, these data are
in current year dollars. Combining this data with CPI (inflation) data also from the BLS
allows the calculation of the hourly minimum wage in constant value (1996 CPI) dollars
which give a much different impression. These data and a graph of the results is presented

in Chart 1 MINWAGE.XLS on the following page.

10 Apparently because skills tend to occur in clusters, the plural seems to be the most common usage.
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In constant value (1996 CPI) [CV] dollars the highest minimum wage was in 1968
at $7.21 per hour, and the minimum in 1989 at $4.24 per hour. From the CV dollar data
there appear to be two distinct phases: (1) from 1954 to 1968 where the minimum hourly
wage did indeed rise at the rate of about 19 cents per hour per year; and (2) 1968 to 1996
when the minimum hourly real'' wage rate fell at the rate of about 10 cents per hour per
year. The key point in the following discussion of “Skills Premium” determined labor
shortage is the falling real value of the minimum wage, however the reviewer may wish to
consider the following points:

. The Least Squares Best Fit [LSBF] linear trend line for the current year

dollar minimum wage has a high R* of 0.953 indicating a good fit.

. Because of the increase and then decrease in the CV dollar minimum wage
it was necessary to use a second degree LSBF trend line to obtain a good
fit. This line has a relatively high R* of 0.689.

. Tl hé current (1996) real minimum wage is about where it was in 1954/55"
which calls into serious question the often repeated claims that an over-
paid American work-force and excessively high minimum wages are
retarding economic growth/development and reducing “competitiveness.”

By combining the CV dollar minimum wage data (MINWAGE.XLS) with the

median hourly CV wage by educational data (EDWAGES.XLS) it was possible to create a

11 Because of increased taxes and reduced benefits the decrease is greater than indicated from the “raw”
hourly wage rate.

12 Because of grossly higher taxes and reduced benefits such as medical insurance between 1954/55 and
the late 1990s the decrease as perceived by the individual is also understated. If “net disposable
income” is considered, the drop to 1964/55 levels occurred several years before, and the rate of
decrease in the minimum “net disposable income” is even more rapid than this graph indicates.
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new data set EDWAGE2 XLS. Two graphs were generated from this data. The first
(Chart 1 EDWAGE2.XLS) presents the actual (1974-1996) and projected (1997-2018)
earnings by educational attainment and the minimum wage using LSBF 1* degree trend
lines. The second graph (Chart 2 - EDWAGE2.XLS) presents the “skills premium” by
educational attainment as a percentage of the minimum wage above the minimum wage for
the same time periods. An example will make the calculation clearer. The minimum wage
in 1974 was $6.37 in CV 1996 CPI dollars. The median hourly wage for high-school non-
completers in 1974 was $10.96 in CV 1996 CPI dollars. Subtracting the minimum wage
from the median wage leaves a “skills premium” of $4.59. Dividing $4.59 by the minimum
wage of $6.37 indicates a “skills premium” of 72% of the minimum wage. This procedure
was repeated for all entries invthe combined data set. The reviewer should note that by this
procedure the CPI index values are “divided out” and thus do not affect the final results. .
The following points are cogent:
1. Because the median wages of all groups were above the minimum wage in the
reporting period, all groups had a non-zero “skills premium,” thus indicating
a “labor shortage” for all groups when using the “Labor Economists” definition.
2. Because the CPI “value” of the minimum wage is falling more rapidly that
the “value” of the median wage of all groups, all groups have a rising
“skills premium,” thus indicating an increasing “labor shortage” when this
is used as the criteria.
3. It should be noted that by this definition, the slight rise in the trend line
indicates an existing and increasing shortage, although only a minimal one,

even for high-school non-completers.
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Employment in the Goods and Service Sectors of the

United States Economy

A contributing factor to the trends presented above is the change in the composition

of the types of employment available in the United States. The BLS has maintained records

of the number of people employed in both the goods producing and service producing

sectors. These data are presented in tabularand graphical format in Chart 1 SECTOR.XLS.

The following points are important:

1.

By number or head-count, the number of manufacturing jobs have
remained relatively constant at about 22 million.

Almost all job growth since 1946 has been in the service sector, from about
42 million in 1946 to about 119 million in 1996. (Chart 2 SECTOR.XLS)
Due to an increasing population and resulting workforce, the percentage of
people employed in the production of goods has fallen from a high of
41.4% to a current (1996) 20.3% while the fraction of full time employees
in the service sector has increased from 58.9% to a high of 79.7% in 1996.
The trend lines of the fraction employed in these sectors has a very high R?
(coefficient of correlation) of 0.9879.

While the service sector does have many high paying jobs such as medical
doctors, lawyers, accountants and stock brokers, the bulk of new service
employment appears to be in low wage/low benefit jobs such as fast food,
medical/elder care, and discount/convenience market retail sales which

require minimal skills and training.



Number Employed in Goods and Services Sectors In the U. S. 1946-2005(est)

source: BLS / Wall Street Journal Almanac p299
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“Everybody Knows.” and “They Say” — Education is the way to increase the

Quality-of-Life. The generation of valid testable hypotheses for this common belief is
possible, but are also more subjective, as the meaning of “Quality-of-Life” tends to have
very personal meanings. The challenge then is to select some criteria that can be both
quantitatively and unambiguously measured and that most people will agree represents at
least a significant factor in the indeterminate and vague construct “Quality-of-Life.”

As before, the syllogism used to generate the testable hypothesis is:

. “Education” improves the “Quality-of-Life.”

. Some states have higher levels of education.

. States with higher levels of education therefore have higher “Qualities-of-
Life.”

As indicated above, educational attainment as measured by the fraction of the
population which completed high-school and college by state is available from the
Department of Education. While somewhat simplistic, one easily determined factor in the
“Quality-of-Life” factor is “life.” That is if a person dies, that tends to be very quantitative,
and the death rates for various age groups by proximate cause are available from the US
Bureau of the Census. The last available data was for 1995. The age group chosen was
young adults which are defined to be 17-23 years of age, and the proximate causes were
(1) total death rate per 100K, (2) accidental death rate per 100K, (3) homicide death rate
per 100K, and (4) suicide death rate per 100K. The total death rate also includes a
category described as “other” which only a few states used (which was omitted) so the
total death rate is very slightly higher in some cases than the sum of categories 2-4. This

data is presented in graphical format in the following pages.
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The District of Columbia was included in this data even though it is not a state.

On all of the charts this was the “outlier” data point. The District was included for several

reasons:

1. The District of Columbia contains about 600 thousand people, and thus has
about the same number of people as North or South Dakota, and about
twice the people of Wyoming.

2. The inclusion or exclusion of the District changed the R* and F-ratio test
results by only minuscule amounts.

3. The large and growing disparity (of income) within the District provides an

example of the affects that such growing disparity can be expected to have
on the aggregéte social, economic and political structure. This point is
discussed in greater detail in the following section on the Gini coefficient. .
As would be expected from the very small R* values, the F ratios between the
young adult death rates and the educational levels as indicated below show no correlation.
These F-ratios were calculated from the data (in tabular form in the Appendix) using the

MicroSoft Excel spread sheet program and are summarized in Table I.

YOUNG ADULT RATIOS
Percent of YA YA Homicide YA YA
Population W/ Accidental ~ Death Rate Suicide  Total Death
Death Rate Death Rate Rate
HS Diploma 5.94E-55 3.4 E-52 2.65E-21 4 21E-67
College Degree 2.5 E-56 1.43E-53 1.41E-22 1.76E-68

Note: As all ratios are less than 1 there is no correlation.
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One of the most basic “Quality-of-Life” measurers would appear to be the death
rate, particularly for young adults. As indicated above there is no statistically significant
positive [favorable] correlation between a state’s educational attainment measured as
the fraction of its population with either a high-school diploma or college degree and its
death rate for young adults from accidents, homicides, suicides, and total from all causes.
While there may be may be some “Quality-of-Life” measure p‘ositively correlated with the
fraction of the population with either high school or college degrees, it appears that this
would be an example of “data-mining” to locate or discover a rationale or justification for
a cause-and-effect correlation that has been assumed apriori because of ideological or
political considerations (see Charts 5, 6, 7 and 8 GSPV4.XLS). Some plausible rationales
can be offered for the observed trend lines, although as indicted by the R> and F-ratio

values, these are not statistically significant.

. The total young adult death rate may decrease with increasing educational
attainment because the educational attainment tends to be higher in urban
areas. It is known that one of the most hazardous occupations is farming,
and rural young adults, from an area with lower educational attainment, are

logically more likely to engage in this activity (Chart 5 GSPV4.XLS).

. The apparent young adult suicide rate may increase with increasing
educational attainment for several reasons. Authorities in rural areas may
be more reluctant to report a death as a suicide or disturbed young adults
may be prone to migrate to urban areas with higher educational attainment

(Chart 6 GSPV4.XLS).
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. The young adult homicide rate may decrease with increasing educational
attainment, again because higher educational attainment is concentrated in
the more urban areas with stricter control of and more limited access to fire
arms. The apparent increase with higher college attainment is an anomaly
caused by the combination of an exceptionally high young adult homicide
rate and an exceptionally high proportion of college graduates in the
District of Columbia. This should emphasize the need for exceedingly

careful analysis.

If the only operational factor in improved “Quality-of-Life” was the “average”
level of educational attainment, the District of Columbia, with 38.2% of the adult
population holding baccalaureate or higher degrees, would be the most livable city in
America. The problem is, of course, the aberrant disparity of almost every measure of

social and economic attainment. This point is elaborated in the following sections.

I’m Busted

Because the indications of the immediately preceding section are so directly
contrary to common sense and conventional wisdom, a second quantitative evaluation was
made using a different independent data set. The Federal Reserve Board, an independent
but quasi-governmental agency, maintains records of the number of bankruptcy cases filed
in the United States. These data are available by year, by state, and by chapter or type of
bankruptcy. When combined with other governmental data such as the state and total

populations of the United States (Bureau of Census data) and individual states and
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educational attainment levels (US Department of Education data) a new data set identified
as BKRP3.XLS)was created which allowed the following plausible statements to be

verified or disproved (see Chart 1 BKRP3.XLS, Chart 1 and 2 BKRPT1.XLS):

(1) Improving educational levels have resulted in increased incomes, therefore
more people are able to pay their bills and thus the bankruptcy rate'® has

fallen.

(2)  Increased educational attainment improves an individual’s ability to
function in society, and the level and growth of their area economy,
independent of income'*, therefore the higher the educational attainment

level, the lower the bankruptcy rate.

And the Facts Are

Examination of Chart 1 of BKRP3.XLS indicates overall or nationally that rather
than falling, the bankruptcy rate has increase at an annualized rate of about 175 filings
per million (c. 11.6% of base) between 1980 and 1996. Between 1980 and 1985 the
filing rate was stable at about 1,500 per million. By 1996 this had almost tripled to about
4,000 filings per million. This rate is projected to quadruple to about 6,000 per million in

about 2007.

Chart 1 of BKRPT1.XLS plots the bankruptcy rates vs. percent of population with

a college degree by state for 1995 (latest available data) This chart indicates the expected

13 Because of the change in US And state populations from 1980 to 1996, the raw numbers need to be
converted to a rate for meaningful comparison.
1 In the sense of being able to do more with less.
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decrease in bankruptcy rate with increased education, but the correlation coefficient R? is
0.0185, thus while these results may be indicative and highly desirable, no statistically
significant correlation exists.

Chart 2 of BKRPT1.XLS which plots the rate of non-business bankruptcies vs. per
cent of state population with at least a high school diploma by state for 1995 (latest
available data) does indeed indicate the expected trend of decrease in rates of bankruptcy
with increasing education attainment, however the R’ correlation coefficient is 0.0515

which does not indicate a statistically significant correlation.

“Everybody Knows.” and “They Say” — Education is the key to economic growth

and development. Construction of a logical syllogism to produce a testable hypothesis
froﬁm this belief or perception is certainly possible, however the selection of and mutual
agreement on evaluation criteria and input data to test the validity is more difficult,
because it is subjective. One of many possible constructs is:
1. Education is the key to economic growth/development.
2. Some states have higher proportions of high school and college graduates
than do other states.
3. Therefore states with higher proportions of high school and college
graduates will have higher economic growth rates.
Three data sets were located that could be used to test the validity of this
syllogism. “Educational attainment by state as percent of high-school and college
graduates” was downloaded from the US Department of Education, and the Gross

Domestic Product by state for the period 1977-1994 was download from the Bureau of
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the Census. These were combined in the data set GSPV4 and the annual change in GSP
was calculated. A third data set was download from the Fortune magazine website and
saved as EDSTATO1.XLS. This data set contains the average state manufacturing wage
and the current rate of high-school completion for 1991. This data allows two inter-
related statements directly relate to the above “conclusion” to be tested:

€)) Increasing state high school completion rates'® will help increase state

(manufacturing) wages; and
2) Increasing the proportion of the population which have completed high-

school and/or college will improve a state’s growth rates.

And the Facts Are

The combined data set of educational attainment and annualized change in state
GDP is included in the appendix as GSPV4. Examination of this data indicates:

. As indicated by the information in Table II containing the ANOVA
summary data, there is a significant correlation between the fraction of a
state’s population with a HS diploma and the average hourly manufacturing
wage. Unfortunately the effect is weak, with an increase of one percent in
the fraction of adults with a HS or greater diploma expected to result in an

increase of only 2.38 cents per hour. It is not at all clear if a causal

15 Reviewer Note: The numbers between these charts are not directly comparable. “The Nations Report
Card” data understates the number of functional graduates in that it excludes GED and students that
returned. Also the relationship may be the reverse of what is commonly assumed, that is higher
industrial wage rates may “cause” higher high-school completion because the student income available
by dropping out is not required by their family and/or the student does not have to work two jobs and
so has time to complete their GED.
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relationship exists, and if so which is the independent and which is the
dependent variable. It seems just as likely that the levels of education in a
state are higher because of the higher wage rates as it does that the wage
rates are higher because of a greater fraction with a high school diploma.
(Chart 1 EDSTATO01.XLS)

While Table II does indicate a statistically significant relationship between
the fraction of a states adult population and its annualized rate of growth,
as indicated by a R? value of 0.0004, there is only a minimal affect in that a
one percent increase in the fraction of the population with at least a High-
School diploma will not result in any detectable change in the states growth
rate. (Chart 9 GSPV.XLS)

Both Table II and a R? value of 0.1052, indicates there is significant
relationship between the annualized change in GSP and the fraction of the
population with a baccalaureate or higher degree. Unfortunately the
indicated relation is negative. That is for every one percent increase in the
fraction of a state’s adult population with a baccalaureate degree the

growth rate is expected to decrease by 0.8% (Chart 10 GSPV4.XLS)

While not isolated and identified in this data, because VOTE in one sense is
“between” a high-school diploma and a 4 year baccalaureate degree, this
data appears to strongly indicated that there is currently a minimal
relationship between the fraction of the population with VOTE

education/training and changes in the state GDP.
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TABLE 11

ANOVA SUMMARY

Avg. State Mfg. Wage vs Percent of Adult Population with High School Diploma

SUMMARY
Groups Count Sum Average  Variance
%HS grad 51 37.743 0.740059 0.006314
Mfg Wage 51 619.84 12.15373 1.822528
ANOVA
Source of SS df MS F P-value  Fcrit
Variation
Between 3321.931 1 3321.931 3632.824 2.02E-80 3.936151
Within 91.44209 100 0.914421
Total 3413.373 101

State Growth Rate and Fraction of Adults with Baccalaureate

SUMMARY

Groups Count Sum Average Variance

Growth Rate 51 134. 2.627451 1.733631

% Col grad 51 1170.3 22.94706 27.09174

ANOVA

Source of SS df MS F P-value  Fcrit
Variation

Between 10528.6 1 10528.6 730.5095 9.14E-48 3.936151
Within 1441.269 100 14.41269

Total 11969.87 101

State Growth Rage and Fraction of Adults with High School Diploma

SUMMARY

Groups Count Sum Average Variance

Growth Rate 51 134, 2.627451 1.733631

% HS grad 51 42248 82.83922 23.85563

ANOVA

Source of SS df MS F P-value  Fcrit
Variation

Between 164065.1 1 164065.1 12822.97 2.2E-107 3.936151
Within 1279.463 100 12.79463

Total 165344.6 101
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Only 2% of Americans May Currently Farm, but 100% of Americans Currently

Eat. — As the other surviving entity of the triad on which VOTE under Smith-Hughes was
founded, Farming/Agricultural Education [AgEd] warrants at least a short discussion in a
study of this type. A significant segment of AgEd at the university level has transformed

itself into a type of “industry'®”

which differs only in that its primary inputs are
biologically produced grains, fruits, meats, fibers, et cetera, rather than the commonly
perceived commodity industrial inputs of metals, plastics and chemicals. Employees in this
sector are almost totally wage labor with no or minimal entrepreneural or ownership stake
in their employing organization. Because this segment of AgEd is operationally identical
to that of the more traditional (industrial) VOTE it will not be considered separately.
Excluding the “industrial” category of AgEd, a major difference between AgEd
and most other segments of VOTE is that AgEd appears to assume that its graduates,
especially at the secondary and community/junior college level, will in the long term
largely be self-employed entrepreneurs in that they will own or lease the means of
production, that is land and equipment and will largely be self directed. Currently this is
not totally correct. For example, most farmers rely on banks for operating capital, and
bankers will not lend money for totally speculative or impractical activities, for example
establishing a banana plantation or raising guarana as a field crop in Oklahoma.

Additionally, the practice of “contract production” whereby the farmer or rancher

contracts in advance with the buyer for delivery of their products, for example chickens'’,

16 See http://www.wheatworld.org/forum11.htm, http://www.econ.ag.gov/AboutERS/aaea.htm,
http://ekolserv.vo.slu.se/(sv)/Docs/www/Periodicals/Leopold/1e09404_1
17 A good example of this is the Tyson Corporation.
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in exchange for price stability, advice, and access to technology and credit, is increasing'®
which further limits their freedom of action. Never-the-less the presumption by both the
teacher and the learner that the typical AgEd graduate anticipates in the long-term being
an independent self-directed contractor, a small scale capitalist / businessperson and a self-
employed entrepreneur appears to be substantially correct.

The three major legal’> American field crops are: Wheat, Corn and Soya Beans.

The following crop information was obtained from the National Agricultural Statistical
Service and Economic Research Service of the United States Department of Agriculture
and the CPI/ inflation data was obtained from the United States Bureau of Labor
Statistics. The following points are common to all three of the following discussions:

1. There are three types of costs commonly used in the Department of
Agriculture and NASS management studies: (1) Total cash cost, (2) Total
cash cost with replacement, and (3) Economic costs. It was determined
that across time small but continual alterations have been made in the
definitions of and the line-items included in each of these categories. The
overall effect of this has be to subtly distort the data over time by reducing
these costs similarly to the way the United States unemployment rate has

been reduced by including the members of the armed forces and employed

18 As this practice becomes more common so do reports of abuse and exploitation of the farmer by the
contracting company. For examples see http://www.rafiusa.org/poultry/june97.html,
http://migration.ucdavis.edw/rmn/Horwitz2.html, http://migration.ucdavis.edu/Rural-Migration-
News/JanRMN98 html, http://www.animalpepl.org/97/5/farm.html,
http://members.aol.com/IowaLegal/corpfarm.htm,

1% Cannabis Sativa or Marijuana is now widely reported to be the major cash crop in a number of states
including Arkansas and Missouri and a major income source in depressed agricultural areas such as
Appalachia in many other states . This appears to be primarily due to a highly effective, albeit highly
expensive, “‘price support program” operated primarily by the United States Drug Enforcement Agency
and effective governmental actions to limit cheap imports from third world countries.
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prisoners® in the working population contrary to the accepted practice of

almost all other countries. Very simplified and condensed definitions of

these three “costs” are:

1.1.  Total Cash Cost -- what the farmer spent out of pocket for seed,
fuel, fertilizer, pesticides, taxes, insurance, and so forth. Note that
the value of the farmer’s labor is considered to be zero.

1.2.  Total Cash Cost with Replacement -- As above, but includes the
estimated pro-rated costs to replace worn machinery and equipment
necessary to remain in business.

1.3.  Economic Cost -- As above, but also includes opportunity cost of
computed value of the investment in land, buildings, equipment, and
so forth. Roughly this adds the amount of money the farmer could
have earned if he had invested in T bills or money market funds
rather than owning farm land and equipment to the total cash cost
plus replacement.

1.4, Any “profit” that the farmer earns is the difference between these
costs and what he can sell the crop for. His per hour earnings is
this amount divided by the total numbers of hours worked to
produce and harvest the crop.

2. In all cases, a continual overall decline in prices has occurred from 1946.

2 Typically paid $0.10 to $0.25 per hour with deductions for previously “free” items such as medical care
and soap.
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3. Examination of charts and tables located in the following pages indicates
substantial problems in the very near future for wheat (WHEAT1.XLS)
and corn (CORNO1.XLS) in that their price is projected to reach zero in
about 2010, while soy beans (SOYB1.XLS) will require another 10 years
to reach zero price. Of course, a zero value will never be reached, but the
data indicates prices for all three crops have been at or below the economic
cost for some time, wheat and corn are at or below the total cost plus
replacement value, and corn is currently very close to the total cash cost.

4. Neglecting the skewing effect of the very large number of small (low income)
farmers, the use of averages indicates that one-half of the farmers are above
and one-half are below these numbers. The use of a measure of central
tendency less susceptible to skewing such as the median would simply
indicate that the numbers “below average” would even be higher. This
indicated that very large numbers of farmers would be much better off
economically”' selling the farm and equipment, investing this money in T
bills and getting a job with benefits*?, even at minimum wage.

5. The current low interest rates have a very significant impact on the three

cost values. Even if a farmer is one of the small minority that has sufficient

2 If prices for which the crops can be sold are at the three costs as defined this indicates that the farmer is
working for nothing as no profit was generated. Indeed, if the prices is below the economic cost, the
farmer is subsidizing food costs for the consumer even if there is a positive cash flow under the other
two definitions.

2 Of course, if large numbers of farmers do this, the resulting gross oversupply of labor will further reduce
the already low and falling real wages and the resulting influx of capital will drive down the interest
rates. This is another example of the Case/Generic dichotomy.

23 See historical interest rate data under T-Bills in the following pages. The current interest rates (1999)
are actually at about the historical average and are low only in comparison to the usurious prime /
treasury rates (c. 15%) of the late Carter and early Reagan administrations.
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capital and no need to borrow money, any significant increase in interest
rates will cause a corresponding increase in the total economic cost because
of the increased income possible by alternative investment, and will result
in a decreased demand and lower prices because of the resulting economic
contraction.

Exactly the same conditions exist in animal husbandry. Currently the sector
most at risk is swine production. The following anecdote indicates the
dangers inherent in this sector. Roughly a decade ago, a corn farmer
carefully analyzed his operation and the status of agriculture with the help
of his banker and county extension agent. It was determined that basic
commodity crop production was not expected to be profitable and that he
should convert to a “value-added” agricultural operation. After
considerable additional study, it was determined that large scale swine
production using the cheap corn produced by the other farmers would be
the best option. Therefore the farmer borrowed large sums of money and
converted his corn farm. The actual results are indicated in the Chart
HOGS1.XLS which shows the consistent decline in hog prices from 1980
(for completeness, Chart CATTLE1.XLS for cattle price is included).
Indeed, even when not adjusted for inflation, current prices (February
1999) of less than $7.00 per cwt. are lower than those paid during the
Great Depression. While these prices have not yet reached the crisis levels
that the swine prices have, it is clear that a consistent decline is also taking

place in this sector. Indeed, as more of the swine producers switch to
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cattle production because of abysmal swine prices, cattle prices will drop
even faster than projected because of the increased production relative to
demand.

In summary, while a few individuals, possessing exceptional talents, an abundance
of luck, large amounts of capital and who specialize in niche markets such as tulip bulbs or
Belgian endive may make a great success in agriculture in the coming years, the typical
individual attempting to operate in general or coinmodity agriculture as self-directed
independent entrepreneur, owning or controlling their means of production, is highly

unlikely to survive and prosper.

Equity and Decency

The foregoing material should cause the knowledgeable and attentive reviewer to
question not only how this applies to the goals and expectations of VOTE participants, but
also how and what this implies for the culture and society which has these trends and
existing conditions. This question could easily be not only a dissertation in itself, but
could be an entire doctoral program, nevertheless certain correlations and trends in general
cultural/social behavior with the above economic material can be summarized in a few
pages. These correlations, given the existing trends, are ominous and are developed
specifically to alert the reviewer to some of the more fundamental and innate social
problems that should be expected to intensify if existing economic trends continue.

The economic trend of greatest concern to this researcher is the rapidly increasing
mal-distribution of income. Particularly as this is not primarily due to increases in

individual income of the highest income groups, although this is a significant factor, but
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rather because this is largely the result of significant reductions in individual income for
the lower 80% of the population. This has many economic consequences, such as the
concentration of ownership and control of productive assets into fewer and fewer hands,
which in turn appear to produce highly undesirable social, political and cultural changes.
Data on the distribution of income in the form of quintile income distribution for the years
1947 through 1994 were obtained from the US Census Bureau as part of their p60 series
of current population reports. This data was in current year dollars and when combined
with CPI data from the US Bureau of Labor Statistics allowed easy comparison across this
period and extrapolation to 2020. This data is presented in INCOME.XLS. Please note
the following points: (1) this is gross, before tax income and does not factor in the greatly
increased income, sales, and other taxes/fees, and loss of employer paid benefits such as
health insurance and (2) because this is family income, the increase in the number of
working family members is not apparent. The quintile income data is how much income
did 20%, 40%, 60%, 80% and 95% of American families earn in each of the years. For
example, using the data from INCOME.XLS, in 1970, 20% of American families had a
combined before-tax income of $5,400 or less in constant value 1994CPI dollars, 40%
had an income of $12,000 or less, 60% had a aggregate income of $17,600 or less, 80%
had an income of $23,800 or less, and 95% of all American families had a family income
of $40,900 or less. This data is presented in a graphical format in Chart INCOME.XLS.
The following points are important:

1. In spite of the immense amounts of money, time and effort expended at all

levels on education, training and VOTE from 1947 to 1977, the income

levels and distribution for the bottom 80% of the American families
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remained essentially static. This is consistent with Tussing’s dichotomy of
the individual/case vs. aggregate/generic models of economic improvement.
In other words, in the aggregate improvements made in the income level
of one family were offset by income reductions in another family, and
family income was being redistributed, not increased. A contributing
factor could have been the rise in single parent families and displaced
home-makers as a result of social/cultural changes such as implementation
of “no fault” divorce laws in this period. Of course, the argument can be
made that without the massive investments of time, money and effort in
traditional academic education and VOTE, conditions would have been
much worse..

Beginning in 1977, the 60th and lower percentiles began an increasingly .
rapid /oss in aggregate family income.

It appears that up to about 1985 the decreasing individual median wage
indicated in other sections of this chapter was being offset by the
employment of additional family members and/or increases in the number
of hours/jobs that the family members were working. (See HOURS.XLS)
From about 1985, compensations or adjustments of this type were no »
longer practicable and total family incomes began to fall. This is consistent
with the increase in non-business bankruptcy rates which began in 1985
(See Chart 1 BNKRPT3.XLS) although this is complicated by a concurrent

revision of the federal bankruptcy laws in 1985.
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From 1947 to 1957, the 95th percentile family income fell from $43,000 to
$40,400 per year, from 1957 to 1977 the 95th percentile family income was
static at about $41,000 per year, beginning in 1977 the 95th percentile
limit began an accelerating increase to about $47,000 in 1994, and is

projected to increase to $50,000 in 2003.

While informative, data in this format is somewhat cumbersome. In 1905 Conrad

Lorenz, an American statistician, developed a method to consolidate this type of

distribution data into a single index or coefficient. [Todaro 184] This curve or function is

now called a Lorenz curve and the value is the Gini coefficient. Using a slightly different

data set, the distribution of individual adult income, the United States Census Bureau has

calculated the Gini coefficient and makes this data available in their p. 60 Current

Population Reports series. This is presented in both tabular and graphical format in

GINLXLS.

The reviewer’s attention is directed to the following points:

1.

A Gini coefficient of zero indicates perfect equality of income, a coefficient
of 1.00 indicates one individual has 100% of all income or perfect
inequality.

While there are a few variations about the trend line, the US Gini
coefficient decreased from a 1947 value of about .37 to a low .35 in 1966
(19 years) where it remained for 3 more years. In 1970 it began to rise at
an increasing rate. By 1981 (11 years) it was back to where it had been in

1947 and in 1994 the Gini coefficient was .43 <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>