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CHAPTER 4
FINDINGSAND RESULTS
Introduction
Most of the currently acceptedecoromic shibboleths about VOTE, and ediwcation

in general, no longer appea 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 yeas during the time of the expanson of heavy industry, mass
production and independent family agriculture (c. 18801970, these now appea to be
valid only under very spedfic circumstancesand/or with sgnificant qualifications,
exceptions and limitations. These should no longer be used indiscriminately as general
guidesfor policy making, student advisement, economic development, or as ecnomic
justification for significant personal investments of time or money. The reviewer is
spedficaly cautioned that while this dataindicates that what “ Everyone Knows’ and
“They Say” about edication and VOTE isno longer generally valid, these assunptions are

projeded to becoming increasingly dysfunctional and counter-productive over the next

fiveto ten yeas.
Subjedive quantitative data?

Several data sets which are extensvely usedin thefoll owing ardysis aein large
part qualitative, even though they are presented in numericd format and appea totally
guantitative. The collecors and collators of the data have made&ey effort to avoid and
remove any quditative components, but factually cannot do so. The Consumer Price
Index [CPI] seriesand Poverty Level series are perhaps the two most subjed to this, and

the fadual basis and validity of much widely accepted governmenta data,especidly the
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Consumer Price Index [CPI], much of the Produce Price IndexX [PR] series, and the
Poverty Level Income [PLI] issued by the BLS, are disputed by some of the more
conservative but reagnized economists and socio-politica organizations’. However a
more subtle andbasc problem existsin that a degrmination of the [human] meanng and
significance must be made of even the most quantitative data. It isnot enough to “prove”
that the Humperdink® Coefficient hasincreased at an annualized rate of 7.2% for the last
seventeen yeas. Thereseacher 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.

CPI
The CPI or Consumer Pricelndex isan attempt to create avay to meaningfully

compare cost and pricesbetween and acossdiff erent periodsof time, or to state it
differently, away to measure the “value” of money®. It is obviousto most people that the
apparent or perceved value of money continually deaeasesin that the pricesfor the
“same” goods sean to continudly increasedbeit at different ratesat different times for

different items.

! There isalso a comparable index maintained for producers. Thisisthe Producer Pricelndex or PH. It
isinteresting to note that over time it appearsthat one unit of money has devel oped different valuesfor
producers and consumers.

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

% To the knowledge of this researcher thereis no “Humperdink Coefficient.” This name was chosen to
represent the multitude of coefficients and indici that are in current use.

* Thisisawonderful post-modern problematic or de-construct, which isasking in effed, if money isa
measure and store of value, then “what is the value of value?”



FC4A 199904/15 16:11
Page 3

To attempt to measure or quantify this change The Bureau of Labor Statistics
creaed a standard “ market-basket” of typica consumer goods and services such asal oaf
of bread, agallon of milk, a pound of hamburger, a gallon of gasoline, acar,rent on a
typicd apartment, mortgage rates and points, asofa, a washing machne, insurarce,
haircuts, and so on. The BLS then las shoppers price tese iemsevery monthin alarge
number of locaions aadossthe United States. Through acomdex mathensatical process,
the proportionally weighted prices of theitemsin the standard “market-basket” are then
combined and a“total” calculated. This taa iscompared tolast month's taa, and under
the assunption that the adual a red value d the goods and services are he same, the
change in the value of the money is cdculated. A complication isthe variation in seasona
demand. For example, the cost of sun tan oil and jumper cablesisdifferent in July and
January. Thisrequires a seasonally adjusted market -basket.

As complex and subjedive as this process $, for examge what products /services
to include and what weighting fadors to use, structural changesin the economy and

culture introduce additional comgdi cations which increase with time. For example, the

introduction of new products (VCRs, Personal Computers, Saranwrap), disappeaance of
old products (typewriters, LP records, eight track tpes), chargesin retall channels
(Wamart), the introduction of private or generic products in competition with name brand
products, and changesin consumer demand / taste.

Nevertheless it isobviousthat long-term economic ardysis requires that the
current value of money be restated in constant value dollars if meaningful inquiry isto be
done. Asthe CPI isthe most widely recognized data st, even with theabove limitations,

it was used when conversion to constant value dollarswas indicaed. Where thiswas
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done, the current dollar (not correded for inflation) data, if availade, was dso included

and charted.

POVERTY LEVEL INCOMES
If possble, the determination of Poverty Level Incomes, or PLIS is even more

subjedive (and contentious) than the CPI. Some of the more conservative writers contend
that unlessa person is starving andnaked in the street, they are not poor. To others, a
person that is unable to sustain a suburban middle-classlife-style including a new “soccer-
mom” mini-van or SUV is “poor.” Becaise of United States Income-Tax laws and
withholding, the reported cash incomes of all full time wage eaners is avaibble. Thiscan
be combined with income &x return information such as thenumber of dependents, to
acaurately cdculate the distribution of incomes for individuals and family units. To this
point, thisis primarily quantitative data with little subjedive input, although even here
there is some controversy. Some writersclaim thatthenon-reportable income value of
adivities such as the production of food in home gardens and medicd care obtained at
“free” clinics should be ircluded in their “ adjusted” grossincomeswhen calcuating
poverty statistics. The grosdy subjedive elenentis the degérmination of theincome
cutoff point for “poverty.” The minimun accetable levels of food, shelter, clothing,
medicd care, and so forth have been (subjedively) determined by investigators with input
from several groups and organizaions. For example, how much and what types of food
and clothing does a person require. The money necessary to purchase the goods and
servicesrequired to med this minimum is catulated for individuds and families, and this
determines the “official” poverty level income or when combined with area/ state income

data, the aea/ state poverty rate. One complication isthatthese costsarevery different
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for separate aeas of the country. For example the cost of “adequate” heding and
clothing in rural Misgssppi or Louisianais considerably lower than for up-state New
York or Minnesota urban areas. Again, from a pragmeatic perspedive, roughly equal
numbers of investigators and organizaions are claming that the poverty levels/ rates are
too high and too low. The exad poverty numbers ae not particularly important for this
study. What issgnificantis that the governmertal definition of aseverdy Spartan life-
style® as “poverty” has remained reasonably constant (through 1996when the criteria were
revised), and thus provides a useful benchmark, independent of the CPI, for determining
changes in economic status/ level of the population. A time-line table of the more notable
politicd and economic eventsfrom theend of World War Two through 1996isincluded

at theend of thischapter to assst thereviewer.

Some comm on but incorrect assumptions

“EVERYBODY KNOWS” AND “THEY SAY”: THERE ISA LABOR SHORTAGE

Thisis possbly the core or heat of thisentire study. It appeastobe talenas a
article of faith by most VOTE praditioners and most members of the VOTE stakeholder
groupsthat along-standing shortage of competent and qualified empoyees hasexisted,
exists, and will continue to exist, in the United States. When combined with the basic
tenant of freemarket economics, the law of suppy-and-demand, thisproduces areadily
testable hypothesis. Spedficdly, in agenera construction or logicd syllogism:

1. Thelaw of suppy-and-demand statesin afreemarket that if ashortage of a

commodity or serviceexists, the pricefor that service or commnodity will rise

° At least from the average midde dassperspective.
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2. There hasbee, is, and will be ashortage of labor.

3. Thereforethe cost of labor (wages) has, s, andwill be increaing.

There ae threesubstantially independent data sts which will all ow the \alidity of

this syllogism to be ested. These &

1. Median employeeincome in constant value dollars. If thereisindeed alabor
shortage, the income levels should rise.

2. Percentage of full-time empoyeesat or b ow poverty leve income. If thereis
indeed alabor shortage, the fradion of people below the poverty line should
deaease because of increased wages.

3. Unemployment rates. If thereisindeed a shortage of employees, the long-term

unemployment trend should be down.

AND THE FACTSARE...
1 From the median employeeincome in constant value (1996 dollars dat as

presented in the following chart medean.xls (source U. S. Bureau of Labor
Statistics)

1.1. The maximum nale median income was $37,184in 1973 From the trend-

line, the pe&k value wasin 1980at about $36,000. Thetrend lineis stegly
down.

1.2.  The maximum femae median income was $23,795in 1990 Fromthe

trend-line the pes value was about $23000in 1992 Thetrend lineisflat.
1.3. Themuch touted reduction in gender wage disparity appeasto be due

amost entirely to reduction of male income rather than any increase in
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female income, which is projeded to be essntially flat to 2010at about
$22500

In approximately 2004 male and female nedian ncomes will be ejual at
about $23,000, with male median income falling below the female income
after thisdate. Social and cultural problems likely to result from thisare
discus=d in the appndix in the ®dion titled “ Changing gerder roles in the
American Workplace”

A very serious anomaly or singularity in the projeded male median income
isindicaed after 2000because of an increasingly rapid lossof income
beyond this point. If the trend lines are followed, the median male income
will be below current individual poverty levelsin about 2012and the
median male income is projeded to fall to zero in about 202Q Thisis
highly unlikely, but does indicate highly unstable and trbulent conditions

should be expeckd. This isdiscussedin greaer detal in chepter five.
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From the percentage of full-time empoyees (19731996 at or below poverty level

income data as preserted in the following table and chart 1 povwages.xls source

U. S. Bureau of Labor Statistics

2.1.

2.2.

2.3.

2.4.

The minimum fradion of full time emgoyees with incomesat or below the
poverty level wasin 1973at 13.7%. The maximum fradion of full time
employees with incomes at or below the poverty level wasin 1995at
31.6%.

Thereisa mnsistent increase in the fradion of full time emgdoyees with

incomes at or below the poverty level of about 0.25% per yea over this

period.

The number of full time empoyees with incomesat or bel ow the poverty
level are projeded to increase from about 1in4in 1975to about 1in 3in
2004

A somewhat arbitrary division was made by setting 75% of the feded
poverty guide-lines as a criteriafor sgnificant poverty. Further examination
of thisdata as detaiked on chart 2 povwagesxIsindicaesthatthe fradion

of full-time empoyees with incomes_sgnificantly below the federal poverty

guide lines has been increasing with time. That isin addition to having an

increasing fradion of poor that are working full-time, the poor are getting

even poorer.  Using thiscriteria, asindicaed in chart 3 povwagesxls the
lowest fradtion of full time employees with incomes below 75% of the

federal poverty guide linesasafradion of al full time empoyees with
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incomes at or below the poverty level wasin 1979with 18.4%. The
highest fradion wasin 1992with 49.8%. Thetrend lineisnot favorablein
that thefradion at or below 75% of poverty income isncreasing at a rate
of about 0.22% per yea. Thisdata apeas toindicatethat VOTE eff orts
spedficdly targeted at the poorest poor such as displacel homemalers
and minorities under a series of Federal programs such as Comprehansve
Employment and Training Act [CETA], the Job Training and Partnership
Act [JTPA], Worker Adjustment and Retaining Notification [WARN],
BusinessEconomic Support Act [BESA], Economic Dislocaion and
Worker Assstance Act [EDWAA], and Clean Air Employment Transition

Assstance[ CAETA] have not been effedive. Of course, the argument can

be made that even though “poverty” hasincreased things would have been
even worse without thes programs.

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

Therecent “improvements’ in poverty rates do not appea to be the result
of any basic or structural ecnomic changes but rather are da to changes

in the definition (1996 of poverty.
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3. From the unemployment (19481994 rate dad as pesentedin chart 1 unemp.xls

Source U. S. Bureau of Labor Statistics

3.1

First a caea for the ieviewer. While the kest availble, this daais not
consistent aaossthe time period indicated. The “revisions’ to the method
and definitions wsed to cakulatethis rate uniformly tended to reducethe
reported rate, and asthe dataindicates the trend is up, not down, the only

affed of these modificationsisto understate the rate of increase. In about®

198Q personnel in the armed forces wereincluded for thefirst timein the
number of individuals considered to be gainfully employed full time. In
about 1983 civili an prisoners who were emgoyed (most of which are paid
at the rae of 10to 25cents per hour) werealso counted asbeang ganfully
employed full-time. This despite the fad that prisoners are &cluded from
the total of adultswho arelooking for work. Asfar asisknown to this
researcher, none of the other OECD’ countries count individuals in these
caegoriesas being “full-time gainfully employed,” therefore

unemployment data from other industrialized countriesis not diredly

comparable. Because the United States has a significant fradion of its
adult population of working age in either the armed forces (c. 1,500,000)

or in prison® (c. 1,200000) this resultsin anartificially lower

® Because of the difference between calendar year and fiscal year and the phasing in of therevisions, the
exact date of implementation is difficult to pinpoint.

’ 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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unemployment rate relative to other industrialized [OECD] countries.
Additionally, the definition of “adultswho are adively looking for work”
has been regularly revised with the efied tha this quantity is minimized,
compared to the relatively stable OECD definitions. Operationdly, the
current U. S. definition isthat if an individual has exhausted their
unemployment benefits and are still unemployed, they are not “adively”
looking for work and thus are not counted in the unemployment statistics.
The unemployment rate is markedly cyclic. Thelowest recorded
unemployment rate snceWW 1l was2.9% in 1953 The highest rate was
9.7% in 1982 Thusthe current unempgoyment rate of about 45%isnot
unusual or exceptional. Two observationsfrom chartl unemp.xls:

The trend line indicaes a continuing increas with the g/clic changes
imposed over it. The baseincrease is about 0.06% per yea from a starting
point of about 4.25% in 1945 Significant dips below thisline apea to
coincide with periods of high military adivity such asthe Korean War, The
Vietnam War, and Reggan Military build-up.

The*"swings’ or variation in employment between the high and low points
of successve major cycles appeasto be increasing, although these data
coversonly afew cycles.

The time between the high and low points appeasto be deaeasing, that is
the rate of change is becoming faster, although these data covers only a

few cycles.
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In summary, the unemployment rate is going up, not down, the magnitude

of change between the high and low points of successve mgjor cycles are
increasing, and the duration of major cycles has deaeased indicating more

rapid rates of change or greder instabili ty.
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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 skill ed
employees with post-secondary training and college degrees.

It appeasto bean eva morefirmly held article o faith by most VOTE
praditioners and most members of the VOTE stakeholder groupsthat along-standing

shortage of competent and qualified emgoyees a definedas those with post-secondary

training and college degrees hasexisted, exists, and will continue to exist, in the United

States. The earnings of employeeswith post-secondary training / education is of
particular interest asthisincludesthe majority of current VOTE participants. Again,
when combined with the basic tenant of freemarket economics, the law of suppy-and-
demand, this produces aredlily testable hypothesis. Spedficdly, in agenera
construction or syllogism:

The basic law of supdy-and-demand statesin afreemarket if:
1. A shortage of acomnmodity or serviceexists, the price for thatservice or

commodity will rise;

2. A surplus of acomnmodity or serviceexists, the price for that service orcommadity
will fall; and

3. When suppy and derend arein balance the pricefor that commodity or service
will be stable.

4. Theclam is there tas be@, is, and will be ashortageof “good” employees, that is
employees with post-secondary training and college degrees.

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

with these qudificaions has, is, and will be increasing.
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Another governmental data set is available to test the \alidity of thissyllogism and
highly popular assrtion. The Bureau of Labor Statistics has collected arstued median
eanings by educational attainment for the period 197 3through 1996dthough tis isin
current dollars. Combining this data set with the Bureau of Labor Statistics CPI data
generates the same data set in constantvaue (1996CPI) dollars. This datis containedin

chart 1/ edwages.xls
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chart 1/ edwages.xls goeshere
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And thefadsare...
Examination of chart 1/ edwages.xIs indicae the following points:

The only group with atrend-line with a positive slope indicating an adual shortage

and thus increasing wages for this 24 yea period are persons with post -

baccdaurede degrees. A caved isthat this appaentincrease ray not be dwe to
increased wages per hour but rather additional work time at the same rate or
income from non-employment sources such asinvestments and stock options.
Theflat trend linefor persons with baccabureae deyreesindicates that the supdy

of such employeesisin balancewith the demand, despite any clams tothe

contrary.
The consistent and continual deaease of about 6 cents per hour per yea in the

inflation adjusted median hourly wage receved by individuals with post-secondary

but not baccadaurede training / degrees cleally showsthat there is an excess not a
shortage of employees with these qualifications over the entire 24yea period
examined.

An even greder excessof individuals with a high-school education relative to
demand isindicaed by the greder average lossin their median hourly wage rate of
about 8 cents per hour per yea from alower starting point over theentire 24yea
period examined.

The group with the greaest over-supgy relative to demand isthat with lessthan a
high-school education. Thelossin the median hourly wage rate for thisgroupis
about 12 cents per hour per yea from a still | ower starting point over theentire 24

yea period examined.
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Thisclealy indicates the problemsin attempting to increase wages by only

improving educdional / training levels without other corresponding changesin the

eqnomic infrastructure. For exampe, if by some nagicindividuas with lessthan

abaccdaureae degree ae transformedintoindividuds with a baccaureate
degree the only affed will be to flood the market for employees with a
baccdaurede degree reducing this groups wages, and destroying this group's

current stabili ty of income, in effed redistributing, not increasing total income.

Other observations:

7.1. By 1991the median hourly inflation adjusted wage rate for individuals with
ahigh-schoal educaion hed fallen to that of a1973high-school non-
completer or drop out in constant value dollars.

7.2.  In2014the median hourly inflation adjusted wage for individual with post-
secondary training / education but not a baccdaureae degreeis projeded

to fall to those of a 1973high-school non-completer or drop out.

Why does this popu lar misconce ption persist?

The most general answer isthat humanstend to retain comforting and desirable

beliefs regardlessof their fadua basis. Additionally, this particular perception was

supported by the appaent corrednessor validity of this assunption for many yeaswhen:

1.

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

A growing manufaduring infrastructure did indeed have a reedfor
expanding numbers of increasingly skill ed and more highly qualified

employeses;
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3. Espedally when this was combined with the diversion of large numbers of

18to 25 yea old maes from the civili an job market into the mili tary;

3.1.  wherethese maleswere primarily from the socio-emnomic classes
that traditiondly provided thebulk of skill ed blue calar workers,
and

3.2. werelargely seleded for their “employability” traits such as the
abili ty / willi ngnessto follow diredion, promptness neaness
loyalty, manual dexterity, physicd condition and intelli gence.

A more spedfic, and for this study more useful, answer is that the phrase “labor
shortage” has quite different meanings to the general public and asmadl group of
individuals engaged in an arcane discipline cdled “Labor Economics.” While thereisno
“smoking gun” it appeas that much of the support for a continuing belief in theexisternce
of ageneral or qualified labor shortage has been produced by reseachersin this and other

closely related fields. The crucial dfferernceis that “Labor Economics” hasintroducel the

criteriaof “SKill (s) Premium” to determine shortage/surplusrather than using the more

common test, as used above, of rising/falling prices (wages). Many Labor Economists

use a theoretical construct of a base, badkground or minimum wage in a society, and

define “ Skill ()™ Premium” as thatamount of additional wages that the employer must pay
to obtain adequag numbers of empoyees with the garticular skill, over and above the base
wage. Inthe United Statesit appeasthat most Labor Economists define the base wage as

the “minimum wage” established by fedeal law. By their definition if the “skill s premium”

10 Apparently because skill stend to acaur in clusters, the plural seemsto be the most common usage.
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isnon-zero, thisindicates a labor shortage for that skill. To complete thisanalysisit is
now necessary to first examine another popuar belief:

“Everybod y Knows,” and “ They Say”: The U. S. minimum wage just keeps
going up.

The Bureau of Labor Statistics and otheesources provide data for the United
States legal minimum wage from 1954to 1996 Indeed, the minimum wage has increased
in stair-step fashion from $0.75 per hour in 1954to $525in 1998 Howewer these datis

in current yea dollars. Combining this data with CPI (inflation) da&aalso from the BLS

allowsthe catulation of the hourly minimum wage in constant value (1996CPI) dollars

which gives a much different impresson. These data and agraph of the esults is

presented in chart 1 - minwage.xlIs on the following pace.
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chart 1 - minwage.xIs go here
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In constant value (1996 CPI) [CV] ddllars thehighest minimum wage vasin 1968
at $7.21 per hour, and the minimum in 1989at $4 24 per hour. From the CV dollar data
there apga to be two distinct phases: (1) from 1954 b 1968where the minimum hourly
wage did indeed rise at the rate d about 19 cents per hour per yea; and (2) 1968 to 1996
when the minimum hourly red™ wage rate fell at the rae of about 10 cents per hour per
yea. Thekey point in the following discusson of “ Skill s Premium” determined labor

shortagesisthe falling red value of the minimum wage, however the reviewer may wish to

consider the following points:
* Theleast Squares Best Fit [LSBF] linea trend line for the current yea dollar
minimum wage has a high R* of 0.953indicating a good fit.

* Because of theincrease and then decreasin the CV dollar minimum wageit
was necessary to use a ®oond cegeelL SBF trendline to obtain agoad fit.

Thisline has arelatively high R* of 0.689,

e Thecurrent (1996 red minimum wage is about where it wasin 1954/55>

which cdlsinto serious question the often repeaed claimsthat an over-paid
American work-forceand excessvely high minimun wages are ratding
ecnomic growth / development and reducing “competitiveness”

By combining the CV dollar minimum wage data (minwage.xls) with the median

hourly CV wage by edwcationa data édwages.xIs) it was possille to create aew data set

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

12 Because of grosdy higher taxes and reduced benefits such as medical insurance between 195455 and
the late 19905 the deaease as perceived by theindividual is also understaed. If “net dsposable
income’ isconsidered, the drop to 196455 levels occurred several years before, and the rate of
deaeasein the minimum “net disposableincome” is even more rapid than thisgraph indicates.
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edwage2.xls. Two graphswere generated from thisdata. Thefirst (chart 1 -
edwage2.xls) presentsthe adud (19741996 and projected (19972018 eanings by
educational attainment and the minimum wage using LSBF 1% degreetrendlines. The
second graph (chart 2 - edwage2.xls) presents the “ skill s premium” by educaional
attainment as a percentage of the minimum wage above the minimum wage for the same
time periods. An example will make the catulation cleare. The minimun wagein 1974
was $6.37in CV 1996CPI dollars. The median hourly wage for high-school non-
completersin 1974was $10.96in CV 1996CPI dollars. Subtrading the minimum wage
from the median wage leaves a“ kill s premium” of $4.59. Dividing $459by the
minimum wage of $6.37 indicates a “ skill s premium” of 72% of the minimum wage. This
procedure was repeded for all entriesin the combineddata set. The reviewer should note
that by this procedure the CPI index values are “divided out” and thusdo rot affed the

final results.
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chart 1 - edwage2.xls goes here
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chart 2 - edwage2.xls goes here
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The following points ae cogent.

1. Because the median wages of all groups were above the minimun wagein the
reporting period, dl groupshada nonzero “skill s premium,” thusindicaing a
“labor shortage” for al groups when using the “Labor Economists’ definition.

2. Becaisethe CPI “value” of the minimum wage is falling more rapidly that the
“value” of the median wage of all groups, all groups have arising “skills

premium,” thus indicaing an increasing “labor shortage” when thisisused as

the criteria.
3. It should be noted that by this definition, the dight 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 S ectors of the United States
Economy

A contributing fador to the trends presented above is the changein the
composition types of employment available in the United States. The BL S has maintained
reaords of the number of people empoyedin both the goodgproducing and service
producing sedors. These date ae presentedin tabular and graphicd forma in Chart 1 -

SECTOR.XLS on the following page.
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Chart 1 - SECTOR.XLS goes here
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The following points aeimportant:

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

Almost all job growth since 1946has been in the service sedor, from about 42
million in 1946to about 119 millionin 1996

Because of the increasing pgouation and resulting workforce, the pecentage of
people empoyed in the production of goads hasfallen from ahigh of 414%to a
current (1996 20.3% while the fradion of the full time workforceempoyedin the
servicesedor hasincreased from 58.9% in 1946to a high of 79.7% in 1996

The trend lines of the fradtion employed in these sedors has avery high R?
(coefficient of correlation) of 0.9879.

While the service seaor does have many high paying jobs such asmedicd doctors,
lawyers, acmuntants and stock brokers, the bulk of new serviceempoyment
appeasto bein low wage / low berefit jobs such as st food, medcal / elder care,
and discount / convenience narket retall sakeswhich require minima skill sand

training.
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As the next fall-back position -- “Everybod y Knows ,” and “ They Say”:
Education is the way to increase the Quality-of-Life

The generation of valid testable hypotheses for this common belief are possble,
but are dso nore subjedive, as the nmeanng of “ Qudi ty-of-Life” tends to have very
personal meanings. The chalenge thenis to seked some criteria that can be bath
guantitatively and unambguoudy measuredand that most people will agree epresents at
least asignificant fadtor in the indeterminate andvagte construct “ Quality -of-Life.”
As before, the syllogism used to generate the testable hypothesisis:
¢ “Educaion” improvesthe “Quality-of-Life.”
* Some states have higher levels of educaion.
e Stateswith higher levels of education therefore have higher “Quialities-of-Life.”
Asindicated above, educational attainment as measured by the fradion of the
population which completed high-school and college by state is avail able from the
Department of Educaion. While somewhat simplistic, one easly deermined fador in the
“Quality-of-Life” fador is“life.” That isif aperson dies, that tends to be \ery quantitative,
and the deah rates for various age groups by proximate cause ae avalable from the U. S
Bureau of the Census. The last available datawas for 1995 The agegroup chosen was
young adults which are defined to be 17-23 yeas of age, and the proximate causes were
(1) total deah rate per 10K, (2) acddental deah rate per 100K, (3) homicide deah rate
per 100K, and (4) suicide deah rate per 100K. Thetotal deah rate dsoincludes a
caegory described as*other” which only afew states used (which was omitted) so the
total deah rateisvery dightly higher in some case than he sum of cakegories 2-4. This

datais presented in graphicad format in the following pages.
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Chart 1 here
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chart 2 here
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chart 3 here
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chart 4 here
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The District of Columbiawasincluded in this data even hough it isnot a state.

On all of the clarts this was the“ outlier” data point. The District wasincluded for seved

reasons.

1. TheDistrict of Columbia contains about 600thousand people, and tus hes

about the sare number of people as North or South Dakota, and abouwice

the people of Wyoming.

2. Theinclusion or exclusion of the District changed the R* and F-ratio test

results by only minuscule amounts.

3. Thelarge and growing dsparity (of income) within the District provides an

example of the affectsthat such growing disparity can be expeded to have m

the aggregae socid, ecoromic and politicd structure. This point is discussed

in greder detail in the following sedion on the Gini coefficient.

Aswould be expeced from the very smadl R® values, the F ratios between the

young adult deah rates and the edwational levels asindicated bel ow show no correlation.

These F-ratios were catulated from the daa (in tabular form in the pendix) usingthe

MicroSoft Excd spread shed program and are summarized below. As all of these values

are lessthan one there is no significant correlation.

Per Cent of | YA Accidental | YA Homicide | YA Suicide YA Total
Population w/ death rate death rate | deathrate | death rate
HS diploma 5.94E-55 3.4E-52 2.65E-21 4.21E-67
College 2.5E-56 1.43E-53 1.41E-22 1.76E-68
Degree
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One of the most basic “Quality-of-Life” measurerswould appea to be the deah

rate, particularly for young adults. Asindicated above thereis no statisticdly significant

positive [favorable] correlation between a state's educational attainment measured asthe

fradion of its population with either a high-schoal diploma or college degreeand its deah

rate for young adults from acddents, homicides, suicides, and total from all causes. While

there may be may be some “Quiality-of-Life” measure positively correlated with the
fradion of the population with either high schoal or college degrees, it appeasthat this
would be an eampe of “datamining” to locate or discover arationale or justification for
acauseand-effed correlation that has been assumed apriori because of ideologicd or
politicd considerations. Some plausible rationales can be offered for the observed trend

lines, although asindicted by the R? and F-ratio values, these ae not statisticdly

significant.

* Thetotal young adult deah rate may deaease with increasing educational
attainment because the edwational attainment tends to be higher in urban
areas. It isknown that one of the most hazadous occupationsis farming, and
rural young adults, from an areawith lower educaional attainment, are
logicdly more likely to engage in this adivity.

* The appaentyoung alut suicide rate ray increas with increasing edwationd
attainment for several reasons. Authoritiesin rural areas may be more reluctant
to report adeah asasuicide or disturbed young adults may be prone to

migrate to urban areas with higher educational attainment.

* Theyoung adult homicide rate may deaease with increasing educaional

attainment, again becaise higher educaional attainment is concentrated in the
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more urban areas with stricter control of and more limited accessto fire arms.
The appaentincreas with highercollege dtainment isan anomaly caugd by
the combination of an exeptiondly high young adult homicide rate and an
exceptionally high proportion of college graduates in the District of Columbia.
This should emphasize the reed for excealingly careful ardysis.

If the only operational fador inimproved “ Quality-of-Life” was the “ average”
level of educaional attainment, the District of Columbia, with 38.2% of the adult
population holding baccadaurede or higher degrees, would be the most livable city in
America The problem is, of course, the aberant disparity of dmost every meaure of

social and ecnomic atainment. Thispointis ebboratedin thefoll owing sedions.
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"M BUSTED...
Because the indicaions of the immediately preceading sedion are so diredly

contrary to common sense and conventional wisdom, a £cond 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 ®mailable by yea, by state, and by chapter or type of
bankruptcy. When combined with other governmental data such asthe state and tota
populations of the United States (Bureau of Census data) and individual states and
educational attainment levels (U. S. Department of Educaion data) a new data set
identified as BKRP3.XLS was creded which all owed the following plausible statements
to be verified or disproved:

(1) Improving edwcational levds have esulted in increasdincomes, therfore
more people aeahe to pay their bill s and thus the bankruptcy rate™® has fallen.

(2) Increased eahational attainment improvesan ndividud’s ability to functionin
society, and the level and growth of their arraemnomy, independent of income™,

therefore the higher the edwational attainment leved, thelower the bakruptcy rate.

13 Because of the changein U. S. And state popul ations from 1980to 1996 the raw numbers need to be
converted to arate for meaningful comparison.
| n the sense of being able to do more with less
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Chart 1 of BKRP3.XLS goes here
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Chart 1 of BKRPT1.XLS goes here
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Chart 2 of BKRPT1.XLS goes here
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AND THE FACTSARE:
Examination of chart 1 of BKRP3.XLS indicaes overall or nationally that rather

than falli ng, the bankruptcy rate has increase atan annualized rate of about 175filingsper

million (c. 11.6% of base) between 1980and 1996 Between 1980and 1985thefiling

rate was stable a about 1,500 per million. By 1996this had ailmog tripled to about 4,000
filings per million. Thisrate is projeded to quadruple to about 6,000 per milli on in dout
2007

Chart 1 of BKRPT1.XLS plots the bankruptcy rates vs. percent of population with
acollege degreeby statefor 1995(latest availbble dag) This chart indicaesthe expeced
deaease in bankruptcy rate with increased education, but the correlation coefficient R is
0.0185 thus while these results may be indicaive andhighly desrable, no statisticdly

significant correlation exists.

Chart 2 of BKRPT1.XLS which plots the rate of norbusinessbankruptcies vs. per
cent of state population with at least a high school diploma by state for 1995(latest
available data) doesindeed indicate the expeced trend of decreasin rates of bankruptcy

with increasing education attainment, however the R? correlation coefficient is 0.0515

which does not indicae a statisticaly dgnificant correlation.
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“EVERYBODY KNOWS,” AND “THEY SAY”: EDUCATION IS THE KEY TO
ECONOMIC GROWTH AND DEVELOPMENT.

Construction of alogicd syllogism to produce a éstable hypothessfrom thisbelief
or perception is certainly possble , however the seledion of and mutual agreement on
evaluation criteriaand inputdata totest the validity is moredifficult, becawge it is
subjedive. One of many possble constructs is:

1. Educaion isthe 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.

Threedata sets were located that could be used to test the \alidity of this
syllogism. “Educaional attainment by state as percent of high-school and college
graduates’ was downloaded fromthe U. S. Department of Education, and the Gross
Domestic Product by state for the period 1977#1994was download from the Bureau of
the Census. These were combined in the datast GSP/4 and theanrual chargein GSP
was cdculated. A third datagt was download from the Fortune magane website and
saved asedstatOL.xls. Thisdata set containsthe averag state manufacturing wage and
the current rate of high-school completion for 1991 This data dl ows twointer-related

statements diredly relate to the above “concluson” to be tested:
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(1) Increasing state high schod comgetion rates™ will help increase state
(manufaduring) wages,; and
(2) Increasing the proportion of the pgouation which hawe completed highschool

and/or college will im prove a state's growth rates.

> Reviewer Note: The numbersbetween hee dharts are not dredly comparable. “The Nations Report
Card” data understates the number of functional graduatesin that it excludes GED and studentsthat
returned. Also the relationship may be the reverse of what iscomnonly asaumed, that is higher
industrial wage rates may “cause” higher high-schod completion becuse the student income availeble
by dropping out is not required by their family and/or the student does not have to work two jobs and
s0 hastime to complete their GED.
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Chart 1/ GSPV.XLS goes here



FC4A 199904/15 16:11
Page 45

Chart 2/ GSPV.XLS goes here
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Chart3/ GSPV.XLS goes here



Anova: Single Factor Avg state  mfgwage and % pop w/HS

SUMMARY

Groups  Count Sun Average Variance

% HSgrad 51 37.743 0.740059 0.006314

Mfg Wage 51 61984 1215373 1.822528

ANOVA

Souceof SS df MS F P-value  Fcrit
Variation

Between 3321931 1 3321931 3632824 2.02E-80 3.936151
Within 91.44209 100 0.914421

Tota 3413373 101

Anova: Single Factor

State growth rate and fraction adults with baccalaureate

SUMMARY
Groups Court Sun Average Variance
Growth Rate 51 134 2627451 1.733631

% Col grad 51

11703 2294706 27.09174
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ANOVA

Souceof SS df MS F P-value  Fcrit
Variation

Between 105286 1 105286 7305095 9.14E-48 3.936151
Within 1441269 100 14.41269

Total 1196987 101

Anova: Single Factor

State growth rate and fraction adults with HS diploma

SUMMARY
Groups Court Sun Average Variance
Growth Rate 51 134 2.627451 1.733631
% HS grad 51 42248 8283922 2385563
ANOVA
Souceof SS df MS F P-value F crit
Variation
Between 1640651 1 1640651 1282297 2.2E-107 3.936151
Within 1279463 100 1279463
Total 1653446 101
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AND THE FACTSARE ...

The combineddata set of educaiona attainmentand annali zed chargein state

GDPisincluded in the apendix as GSR/4. Examination of this dagindicates:

Asindicated by the precaling ANOVA summary table there is a significant
correlation between the fradion of a state’s population with aHS diploma and
the averag hourly manufaduring wage. Unfortunaely the df ed iswedk, with
an increase of one percent in the fradion of adults with aHS or greder
diploma expeced to resultin increas on ally 2.38 cents per hour. It isnot at
al clea if acausd relationship exists, andif so whichis theindependent and
which isthe dependent variable. It seansjust aslikely that the lewds of
education in astate ae higher because of thehigher wage ragés it does that
the wage rates are higher because of agreaer fradion with a high schoal

diploma. (Chart 1/ GSPV.XLYS)

While the precading ANOVA summary table doesindicae a statisticaly
significant relationship between the fradion of a states adult popuation andits
annualized rate of growth, asindicated by a R* value of 0.0004 thereisonly a
minimal affed in that a one percent increase in the fradion of the population
with at least a High-School diplomawill not result in any detedable changein
the states growth rate. (Chart 2/ GSPV.XLYS)

Both the ANOVA summary table and a R? value of 0.1052, indicates there is
significant relationship between the annualizedchangein GSPand thefradion
of the population with abaccdaureae or higher degree Unfortunately the

indicated relation is negative. That isfor every one percent increase in the
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fradion of astate’s adult population with a baccdaureae degreethe growth
rate is expeded to deaease by 0.8% (Chart 3/ GSR/4.XLS)

* Whilenot isolated and identified in this data, becaise VOTE in one senseis
“between” ahigh-school diplomaand a4 yea baccadureat deree this data

appeasto strongly indicated that thereis currently a minimal relationship

between the fradion of the population with VOTE educaion / training and

changesin the state GDP.

ONLY 2% OF AMERICANS MAY CURRENTLY FARM, BUT 100% OF AMERICANS
CURRENTLY EAT....

Asthe other surviving entity of the triad on which VOTE under Smith-Hughes was
founded, Farming/ Agricultural Educaion [AgEd] warrants at least a short discusson in
astudy of thistype. A significant segment of AgEd at the university levd has transformed

16n

itself into atype of “industry=" which differsonly in that its primary inputs are

biologicdly produced grains, fruits, meds, fibers, et cetera, rather than the comnonly

percaved commodity industrial inputs of metals, plastics and chemicads. Employeesin this

sedor are dmost totaly wage labor with noor minima  entrepreneural or ownership gake

in their employing organization. Because this segment of AgEdis operationdly identica

to that of the more traditional (industrial) VOTE it will not be consdered separadly.
Excluding the “industrial” category of AgEd, a maor difference letween AgEd

and most other segmentsof VOTE isthat AgEd appeasto assume that its graduates,

espedally at the £oondary and community /junior college levd, will i n thelong term

16 Seehttp://www.wheatworld.org/forum11.htm, http://www.en.ag.gov/AboutERS agea.htm,
http://ekol serv.vo.d u.se/(sv)/Docs/wwwi/Periodical /L eopol d/leo9404 1
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largely be self-employed entrepreneursin that they will own or leas the neans of
production, that island and equipment and will | argely be self direded. Currently thisis
not totdly corred. For examge, most farmersrely on baoksfor operating caita, and
bankers will not lend money for totally speaulative or impradicd adivities, for example
establishing a banana plantation or raising guararasafield crop in Cklahoma
Additionaly, the pradiceof “contrad production” whereby the farmer or rancter
contrads in advance with the buyer for delivery of their products, for example chickens'’,
in exchange for price stabili ty, advice, and accessto technology and credit, isincreasing™®
which further limitstheir freedom of adion. Never-the-lessthe presumption by both the
teader and the leaner that the typicd AgEd graduate articipatesin the long-term being
an independent self-direded contrador, asmall scae capitdist / busnesgerson and a &if -
employed entrepreneur appeasto be substantially corred.

The threemajor legal™® American field crops are: Whea, Corn and Soya Beans.
The following crop information was obtained from the National Agricultural Statisticd
Serviceand Economic Reseath 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 ae common toall threeof the following discussons

7 A good example of thisisthe Tyson Corporation.

18 Asthis practice beames more @mmon so do reports of abuse and exploitation of the farmer by the
contracting company. For examples see http:/iwww.rafiusa.org/paultry/june97.htmil,
http://migration.ucdavis.edu/rmn/Horwitz2.html, http://migration.ucdavis.edwRural-Migration-
News/JanRMN98.html, http://www.animal pepl.org/97/5/farm.html,
http://members.aol.com/lowal egal/ corpfarm.htm,

19 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 mgjor income sourcein depressed agricultural areas such as
Appalachiain many other states. Thisappearsto be primarily dueto a highly effedive, abeit highly
expensive, “pricesupport program” operated primarily by the United States Drug Enforcenent Agercy
and effedive governmental actionsto limit cheap importsfrom third world countries.
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1. There ae threetypes of costs comnonly usedin the De@rtment of Agriculture
and NASSmanagement studies: (1) Total cash cost, (2) Total cash cost with
replacement, and (3) Economic coss. It was deermined thataaosstime smdl but
continua alterations have been made in the definitions of and the line-items
included in ead of these caegories. The overall affed of thishas be to subtly
distort the dah over time by reducing these costssimilarly to the way the United
States unemployment rate has been reduced by including the members of the
armed forces and employed prisoners® in the working pgpuation contrary to the
accepted pradice of dmost dl othercountries. Very simplified and condensed
definitions of these three*“costs” are:

1.1. Total Cash Cost -- what the farmer spent out of pocket for sead, fud,
fertili zer, pesticides, taxes, insurance, and so forth. Notethat the \alue of
the farmer’ s labor is considered to be zero.

1.2.  Asabove, but includesthe estimated pro-rated coststo replaceworn
madinery and equipment necessary to remain in business

1.3. Asabove, but also includes opportunity cost of computed value of the
investment in land, buildings, equipment, and so forth. Roughly thisadds
the amount of money the farmercould hawe eanedif hehadinvesedin T
bill s or money market funds rather than owning farm land and equipment to

the total cash cost plusreplacement.

2 Typically paid $010 to $0.25 per hour with deductionsfor previoudy “free”items such as medical care
and soap.



FC4A 199904/15 16:11
Page 52

1.4.  Any“profit” that the farmer eans is the diff erence between these costs and
what he can sdl the crop for. His per hour eaningsisthis amount divided
by the total numbers of hoursworked to produce andharvest the crop.

2. In all cases, acontinua overdl dedinein priceshas occurred from 1946.

3. Examination of charts and tableslocaed in the following pagesindicates
substantial problemsin the very nea future for whea (whea1.xls) and corn
(corn01.xIs) in that their priceis projected to reachzeroin aout 2010 while soy
beans (soybl.xls) will require another 10yeas to reachzero price. Of course, a
zero value will never be readed, but the daaindicates pricesfor dl threecrops
have been at or below the ecoromic cost for some tme, whea and corn are at or
below the total cost plus replacement value, and cornis currently very closeto the
total cash cost.

4. Negleding the skewing effed of the very large number of small (low income)
farmers, the use of averagesindicates that one-half of the farmers are aboveand
one-half are below these numbers. The use of a measure of central tendency less
susceptible to skewing such as the median would smply indicate that the numbers
“below average” would even be higher. Thisindicaed that very large numbers of

farmers would be much better off economicaly®* selling the farm and equipment,

L1 prices for which the aops can be sold are at the three osts & defined thisindicates that the farmer is
working for nothing as no profit was generated. Indeed, if the pricesis below the eonomic cst, the
farmer is subsidizing food cossfor the @nsumer ewen if there is a positive cash flow under the other
two definitions.
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investing thismoney in T bill s and getting ajob with berefits®, even at minimum
wage.

5. The current low?® interest rates have a \ery significantimpad on the three cost
values. Evenif afarmer isone of the small minority that has sufficient cgpital and
no neeal to borrow money, any significant increase in interest rateswill cause a
corresponding increase in the total economic cost because of theincreasdincome
possble by aternative investment, and will result in a deaeased demend and lower
prices because of the resulting economic contradion.

6. Exadly the same conditions exist in animd husbandry. Currently the £aor most
at risk isswine production. A very poignant areadoteindicates the dangers
inherent in thissedor. Roughly a decadego, a corn farmercaefully analyzed his
operation and the status of agriculture with the help of his banker and county
extension agent. It was determined, using b-schoal “buzz words’ that basic
commodity crop production was not expected to be profitable and thathe should
convert to a“vaue-added” agriculturd operation. After consderable additional
study, it was determined that large scde swine production using the cheaporn
produced by the other farmers would be the best option. Therefore the farmer
borrowed large sums of money and converted his corn farm. The adud results are

indicated in the chart hogsl.xls which $ows the consistent declinein hog prices

22 Of course, if large numbers of farmers do this, the resulti ng grossoversupply of labor will further
reducethe already low and falli ng real wages and the resulting influx of capital will drive down the
interest rates. Thisisanother example of the Case/Generic dichotomy.

2 geehistorical interest rate dat urder T-Bill sin the following pages. The aurrent interest rates (1999)
are actually at abaut the historical average and are low only in comparison to the usuriousprime /
treasury rates (c. 15%) of the late Carter and early Reagan administrations.
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from 198Q Indeed, even when not adjusted for inflation, current prices (February

1999 of lessthan $7.00 percwt. arelower than those paid during the Great

Depresson. For completeness a comparable chart for catie pricesisincluded.
While these prices have not yet reated the crisis levels that the swine priceshawe,
it isclea that a consistent dedineis dso taking placein this sedor. Indeed, &
more of the swine producers switch to cattle production becaise of aoysmd swine
prices, cdtle priceswill drop even faster than projeded because of the increased
production relative to demand.
In summary, while a windividuds possessng exceptional elents, an
abundance of luck, large amounts of cgpital and who specializein niche nmarkets such as
tulip bulbs or Belgian endive may make a grea successin agriculturein the coming yeas,

the typicd individual attempting to operatin gened or comnodity agriculture & sef-

direded independent entrepreneur, owning or controlli ng their means of production, is

highly unlikely to survive and prosper.

EQuUITY AND DECENCY?

The foregoing material should cause the knowledgeeble and atentive reviewer to
guestion not only how this appliesto the goals and expedations of VOTE participants, but
also how and what this imgiesfor the culture and society which hes thes trends and
existing conditions. This question could easily be not only adissertation in itself, but
could be an entire doctord program, newerthelesscertan correlations and trendsin gened
cultural / social behavior with the abore emnomic material can be summaized in afew

pages. These correlations, given theexisting trends, are ominous ard are devel oped
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spedficdly to alert the reviewer to some of the more fundamental and innat socia
problems that should be expecied to intensify if existing ecnomic trends continue.

The ecoromic trend of greatest concern to this researchr is the apidly increasng
mal-distribution of income. Particularly asthisisnot primarily due to increasesin
individual income of the highest income groups, although thisis asignificant facor, but

rather because thisislargely the result of significant reductionsin individual income for

the lower 80% of the population. This has many economic consequenes,such as the

concentration of ownership and control of productive asstsinto fewerand fewer hands,
which in turn appea to produce highly undesirable social, politica and cultural changes.
Data on the distribution of income in the form of quintile income distribution for the yeas
1947through 1994were obtained from the U. S. Census Bureau as part of their p60 series
of current population reports. Thisdatawasin current yea dollars and when combined
with CPI datafromthe U. S. Bureau of Labor Statistics allowed easy comipamm aaoss
this period and extrapolation to 2020 Thisdatais presented in income.xls. Please note
the following points: (1) this is gross before tax income and does not fador in the gredly
increased income, sales, and other taxes/ fees, and lossof employer paid benefits such as
hedth insuranceand (2) because this is family income, the increase in the number of
working family membersis not apparent. The quintile income data is how much income
did 20%, 40%, 60%, 80% and 95% of American famili es ean in ead of the yeas. For
example, using the datafrom INCOME.XLS, in 197Q 20% of American families had a
combined before-tax income of $5,4000r lessin constant value 1994CPI dollars, 40%
had an income of $120000r less 60% had a aggregatincome of $17600o0r less 80%

had an income of $23800or less and 95% of all American familieshad a &mily income
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of $409000r less Thisdatais presented in agraphicd format on chart

income.xIs. The following points aeimportant:

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, theincome levels
and distribution for the bottom 80% of the American familiesremained
essentially static. This is consistent with Tussng's dichotomy of theindividud /
case vs. the aggregae / gereric models of ecoromicimprovement. In other

words, in the aggregate improvementsmacein theincome levd of one family

were off set by income reductionsin another family, and family income was being

redistributed, not increased. A contributing fador could have been therise in

single parent families and displaced home-makers asaresult of socia / cultural
changes such as imgementation of “nofault” divorce lwsin this period. Of
course, the argument can ke mae that without the massve invesmentsof time,
money and effort in traditional academic edwcation and VOTE, conditions would
have been much worse.

2. Beginning in 1977, the 60th and lower percentilesbegan an increasingly
rapid lossin agg egate family income.

3. It appeasthat upto about 1985the deaeasing individual median wage indicaed
in other sedions of this chapter was being off set by the empoyment of additiona
family members and/or increases in the number of hours/ jobsthat the family
members were working. (Seehours.xls) From about 1985 compensations or
adjustments of thistype were no longer pradicable and tota family incomesbegn

to fall. Thisisconsistent with the increase in non-businessbankruptcy rates which



FC4A 199904/15 16:11
Page 57

began in 1985(See clart 1 / bnkrpB3.xls) dthough tis is comdicated by a
concurrent revision of the federal bankruptcy lawsin 1985
4. From 1947to 1957, the 95th percentile family income fell from $43000to
$40400per yea, from 1957to 1977the 95th percentile family income wes static
at about $41,000per yea, beginningin 1977 the 95th percentile limit began an
accéerating increase to about $47,000in 1994 and is projeded to increase to
$50000in 2003
While informative, datain thisformat is somewhatcumbersome. In 1905Conrad
Lorenz, an American statistician, developed a method to consolidate this type of
distribution datainto a single index or coefficient. [Todaro 184] This curve or function is
now cdled aLorenz curve andthe value isthe Gini coefficient. Using aslightly different
data set, thedistribution of individual adult income, the United States Census Bureau has
cdculated the Gini coefficient and makes this data avaibblein their p60 Gurrent
Population Reports series. Thisis presented in both tabular and graphicd formatin

gini.xls.
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gini graph and tables goes here
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The reviewer’ s attention is direded to the following points:

A Gini coefficient of zero indicates perfed equality of income, a ccefficient of 1.00

indicates one individual has 100% of all income or perfed inequality.

While there are dew varationsabout the trend line,the U. S. Gini coefficiert

deaeased from a1947value of about .37 to alow .35in 1966(19 yeas) whereit

remained for 3 moreyeas. In 1970it began to rise atan ncreasing rate. By 1981

(11yeas) it was bad to whereit had been in 1947and in 1994the Gini

coefficient was .43 (latest avail able data).

Because of the dearease followed by an increase in the Gini coefficient, a2™

degreepolynomial LSBF trend-line wasindicated. The catulated trendline has a

high R? value of 0.8999indicating a high degreeof correlation between the

predicted and adual values. Thistrend line was extrapolated to 202Q

Because the Gini coefficient is areagnized ecnomic measure andis currently

consistent acossmany studies, national Gini coefficients can be compared. It

should be remembered that what is being compared isthe eq@ity of income
distribution and neither the relative or absolute levels of income. Thereviewer’s
attention is direded to the following points:

4.1. Of al mgjor industrialized [OECD] countries, the United States hasthe
highest current Gini index, 0.426in 1994 Thisindicaesthat the despite
common American self-perceptions of equality and a clessesssociety,
American income is more unequally distributed than in countrieswe

perceive to be highly élitist such asthe United Kingdom, Franceor Itay
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and much more unequally distributed than the more socialist countries such
as Norway and Sweden.

Dataindicaesthat except for the United States, the Gini coefficients for all
other OECD countries are tending to fall, indicating more uniform
distribution of income. The more socialist countries, with very low initial
Ginis, have had small risesin their Gini coefficients, but this seens to have
been the result of increased incomefor thehigher income groups, not
falling income for the lower income groups.

The countriesindicated on the GINI.XLS graph hawe Gini coefficients as
indicated. For example, the Gini coefficient for Singapore in 1994 was .39
or what the U. S Gini coefficient wasin 199Q In 1993 the United States
had a Gini coefficient of 0.429which isthe same as Equador. In 2000the
U. S. Isprojeded to have the same Gini coefficient as the Phili ppines
currently does, in 2012the U. S. Gini is projeded to match that of
Veneauela, and in 2019the U. S. Gini is projeded to passthat of Braal
and match that of Guatemala.

The appas to be Sgnificant correlationsbetween he Gini coefficient and
many “Quality-of-Life” fadorssuch asthe cime rates when measured by
country. The much higher crime ratesin urban areas with high disparity of
incomes (that isahigh loca Gini coefficient) such as New Y ork City and
the District of Columbiain comparison to the country asawhole reinforces

this perception.
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45. Whileit issimdistic to suggest thatthereisanexad correlation or “cause
and effed” between the Gini coefficient and socia conditions, that iswhen
theU. S. Gini coefficient reades .513which wasthat for Columbiain
1991 the social, ecnomic and politicd conditionswill be te same itis
clea that asthe Gini coefficient increases, percaved “Quality-of-Life” by
most measures deaeases. Crime can e contained or evenreduced with an
increasing Gini coefficient as shown over the lst few yeasin the United
States, but only at the cost of massve increasesin the number of people
incarcerated, additional law enforcement personnel, increasing
governmental intrusion and monitoring, and persona seaurity coss such as
home and auto burglar alarms.

4.6. Asindicaed on chart 4/ taxtimel.xls, the individual tax rate as percent of
income has a significant positive correlation (R? = 0.351) to the Gini
coefficient in the United States. That is asthe Gini coefficient increases, so
do theindividual tax rates. To paraphrase Rousseal’ s observationin his
essy “Politicd Economy” The poa cannd pay [taxes], the rich will not
pay [taxes], so the entire cost ofthe state mus be borne by thase who are

neither rich na poor.

The distribution of taxes and the distribution of income
Asindicaed in the previous sedion, increasing indvidual tax rates asa fradion of

income apgea to be sgnificantly and positively correlated with the Gini coefficient.
Becausethe U. S. Gini coefficient has consistently increased from 1968it should be

possble to examine the appaent corrednessof this assrtion aswell as Rouseau's



FC4A 199904/15 16:11
Page 62

aphorism. The Internal Revenue Service maintains data on the anount and sources of
federal government income which is presented in 96cro4ps.xlsin graphicd and tabular
format in the following pages. A private group has catulated theindividud totd tax rate

as afradion of income which is presented in taxtimel.xlIs
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taxtimel.xls goes here
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The following points aeimportant:
Degpite the falling red median wages, which by trend-line peaed in 1982
individual tax rates continue to climb from about 32% in 1982to about 36% in

1997 The LSBF trend or regresson line hasn R* of 0.882and individual tax

rates are projeded to continue to rise into the next century, even asthe base wage

dedines. (That isincreasingly regressve tax rates)

On Chart 4 / 96crop4.xls, in current yea dollars, the amount of individud taxes

colleded hasincreased, and is projeded to increase much more rapidly that the

amount of corporate taxes colleded. The increase would be lesssteepin inflation
adjusted CV dollars, but the rebtive raes of increas would be the sare.

To avoid the use of the CPI index to cdculate constantvaue dall ars, to which

some reseachers objed as being overstated, the ratio of corporate taxes to

individual taxes was cdculated and plotted on chart 1 /96crodps.xls. Notethe
following points:

3.1. At thehighest point (1966 for every one dallar collected in individua
federal income taxes, corporations paid $0.5Q Thelowest ratio wasin
1983when corporations paid only about $0.18 for every $1.00 paid by the
individual tax payer. While thisincreased to about $0.25 per $1.00in
1996 the LSBF trend line, with an R2 of 0.567, is clealy down at arate of
about $0.006 per yea. While itis unlikely that a atio of zerowill everbe
readied, it isclea that corporations (employers) contribute lessto the
operation of government with every passng yea, compared to the

individual.
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3.2.  TheFederal government colleds a verity of taxesin addition to income
taxes. When corporate income and profit taxes aeexamied as the
fradtion of total federal government revenues™ (chart 2/ 96cro4ps.xls) a
similar pattern emerges. From the tabular data, the largest fradion wasin
1966when corporate income and profit taxes provided 23.5% of all federd
revenue. Thelowest point wasin 1983when aly 9.8% of dl feded
revenue was provided from this source. Thishas reboundel to about
12.7% in 1996 (last available data) but the LSBF trend / regresson lineis
clealy down at the rae of 0.3%per yea with a R? value of 0.687

3.3. Dutiesand Tariffs provided a substantial amount of revenue to the federal
government, and thiswas largely paid by the importing corporations.
Ratification of NAFTA and GATT are gradually eliminating this revenue,
which must be provided by the other tax payers. There does not generally
appea to be an offsetting reduction in priceon the imported consumer
goods such asdothing. A local aneadotal exampe of this is the
maintenance of the same prices for Dickey brand shirts and pants even
though manufadure has shifted from the United States to Guatemah as
indicated by the garment labels, first as“US made parts assembled in

Guatemala,” then Hedho en Guatemala (Made in Guatemala).

24 This dimi nates the use of the CPI index to all ow comparison acrosstime.
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What is the value of value?
The use of the Consumer Pricelndex [CPI] to convert variable value dollarsto

constant value dollarsto alow meaningful comparisons aaosstime has been discussed.
The Bureau of Labor Statistics also maintains a Producec®index or PPI, which traks
the changein the rebtive vdue of the dollar to the producer a manufadurer usng a
somewhat similar process The PH, as hasthe CPl, has been updated and improved over
time. The original PA had 3 components, thiswasincreasd to 10in 1947,12in 1962,
13in 1969 17in 1974and 18in 1978wherrit remainsistoday. The PA and CPI data
was combined into one datast ppaco.xls. TheBLS caegory “PRACQO” is a weighted
combination of the component PR indici and corresponds tothe overdl CPl index. The
yea end (Deceamber) values were extracted for the period 19471998(1998November

data) and plotted on chart 1 fjppaco.xs.
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Note the following points:
Up to about 198(Q there was very close agreenentbetween he PA and CPI, that
isthe consumers(empoyees) and the producers(empoyers were usng money

that while it deaeased in value, it was substantially the same decreafor both

rou

Beginning in about 198Q the CPI and PA values began to diverge, with the result

that the consumer (employed and employer (producer) beganto perceive mong

as having different “vaue, andthese “perceived’ diff erences are increasingwith
time.

Far from being a esoteric bit of daf, this apas to provide a péusible and

gualitative reason for the increasing perceptions of “unfarness$ by many

employees. Theratio between the composite CPI and PH indici are presented on
chart 2/ PRACO. Note the following:

3.1. Upto 1963 the CPI was below the PR with the affed thattheemployee/
consumer tended to perceved the value of the dollar they recaved to be
greder than the empoyer / producer percavedit to be.

3.2. Between 1963and 1973 the CPI was greaer than he PH, with the result
that theemployee/ consumer terded to perceive te value of the doll ar
they receved to be lessthan the empoyer / producer percavedit to be.

3.3. Between 1973and 1982 the PH was agin greaer than he CPI, with the
employeetending to perceve the dollar to be worth more than their

employer.
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From 1983to the present theemploye€ s perception of the value d a
dollar has steddily fallen kel ow the employers perception at an increasing
rate. Currently (1998 one dollar as perceived and paid by the producer /
employer is perceved to be worth 74 cents by the empoyee.

Using the LSBF trend- or correlation- line (R* = 0.7632 the tendency of
the empoyeeto urder-value (or the emgoyer to over-value) the wages
paid is projeded to continue andincreaginto thefuture.

Thistendency to under-value will exist when ever the observer has mainly
CPI perception of the value of money. Spedficdly, inthe cag of taxes
paid by the producer / employer, even if the colledor (government) does
not have this perception, the averagcitizen in the community islikely to

SO perceave.

Because the entire BLS PR data setwas downloaded, the internal “consistency”

of the component PR indici could beinvestigaied. Thisdatis presentedin a

series of charts.

4.1.

Chart 1/ PRALL charts the minimum and maximum PR values. Note that
some ecoromic ssgments and their corresponding PR have 8l steely to
about 60in 1986have recvered to only about 70 (Qude Energy Materials
- Oll) indicaing that their products are ésshighly vaued (lessmoney per
unit) compared to past or historicd relationshipsto other products, while
other segments have consistently incressed PH and are currently above

140 (finished goalsless elrgy), indicating that their products are over -



FC4A 199904/15 16:11
Page 70

valued (more money per unit) when compared to past or historicd
relationshipsto other products.

4.2. Chart 2/ PRALL plotsthe range from the minimum to the maximum PH
yea-end value. Aswould be expeckd, there vas some variation yea to
yea between economic sedors and their particular PPI, but from 1945
through 1965 there was a consistent range of 20 points, from minimum to
maximum PR indici. The divergence slowly increased from 1965to 1972
to about 30, when it took an drupt jump to about 70. This then fdl to
about 40in 1972 The PH indici were “renormalized” and reset to 100 in
1982°. Four yeaslater in 1986the range agin spiked to 58 andhas
closely followed the trend line to the current range of 80. (1998)

4.3.  Thisphenomena, despite its apparent obscurity, has considerable
importancefor VOTE. Most of the highly publicized productivity
“problems’ and “gains” gppea to be due tothe df edsof theindustry
spedfic PH rather than ay adions or adivities of theemployees or
VOTE. For example, assume that in 1982the Crude Energy Materials
[CEM] sedor had implemented a5 yea program to increase productivity

by an average of 5% compounded for al employees, and had met this goal.

Asauming the same number of employees, the total output in units would
have increased to 127.6% of that in 1982 However becaise the CEMPH

fell from 100in 1982to 60in 1987, the grossexpeded income based on

% The chart plots year end (Decamber) values, When PRswere “renormali zed” the average’ year was
used, so min/max values are not the same on the dart.
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127.6% of 1982production in terms of current dollars would have falen to

76.6% of 1982 So wasthere a27.6% increase or a23.4% deaessein

average individual productivity? If therewasa dea ease, how much and
what types of VOTE or other employee(worker) actions/ activities

could have prevented it?

Employer (private sector) data

1. Asameasure of “profit,” stock prices @ measured by the Dow-Jones Industrial
Averagein current yea dollarsindicaes an essentially continuousincrease. This
increase is particularly rapid after 1983 which perhaps coincidentally was the yea
when the CPI adjusted median income began to fall. Asindicated on chart 1/
DJ190QM.XLS, the LSBF curve for the period 19001997 was exponential (R* =
0.9285 indicating a compourd growth pattern with an anrual incresse d about
4.5%. Theindex from about 1982was far above this curve indicating afar greder
than historicd rate of growth.

2. The CPI inflation adjusted DJindex, as presented on chart 4/ DJ1900M.XLS,
indicaes avery different picture. Fromthe end of WW Il to about 1962 theindex
showed a consistent increag from about 700to about290Q From the pe& of
2900in 1962 the index showed a consistent decreas to about 900in 1982 From
thislow, it rapidly and consistently increased to an inflation adjusted high of 4600
in 1997 Again thisrapid increase coincides with the decreasin theinflation

adjusted median wage.
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Charts3 and 5/DJ1900M .XLS presntthe above current and CV DJ index data
using alogarithmic Y axisto emphasizethe rate of change. It can be seen that
there ae threedistinct periods. 19451965 19661982 and 1983present. This
provides support for the acecetion model introduced in chaper 5. The period
19451965would appea to correspond to the dominion of heavy industry and
massproduction, 1966-1982to the asendarcy of “cannbdistic” or “vdue
extradive” cgpitalism, and 1983 b present the position of trans- or multi- national
cgpitalism at the top of thefood chain.

While not diredly part of VOTE, corporate bond yield datis dsoincludedas this
not only provides additional datato evaluate the empoyers circumstancebut aso
examines another “they say” and “everyone knows,” specificdly that interest rates
are at historic lows. Chart 1 of corpband.xIs presents thehistoric corporate
average nominal bond yields from 1857to the present. Examination of this data
indicates that thelowest corporate band interest rates were acudly duing WW |1
at about 2.5%. The current rates of about5% are about the average bond rate for
this period. Chart 1/ INFCBND.XLS presents the inflation adjusted corporate
bond rate plotted for the period 1913 present (using available BLS CPI data). At
the end of WW 11 (1946 theinflation adjusted interest ratewithout tax affed was
about 2.5 %. Thisincreased stealily to about 1978when it reated 8%, or a
increase of about 0.17% per yea. Thisabruptly jumped from 8% in 1978to 13%
in 1981 or about 1.67% per yea. Theinflation adjusted yield hassnce decreasi

from 13% in 1981to the current 6% or about a -0.4% per yea. To emphasize
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thisrate change and to support the acaetion model, corporate bond yields ae al®

plotted with alogarithmic Y axis.

ADAM SMITH IN THE THIRD MILLENNIUM ...
After theinitial shock, surprise and disbelief of thediscovery that so much of what

“everybody knows’ and “they sy, ” about VOTE in patticular and education, economics
and government in geneal, is at best non- and to a considerable degreecounter-
productive disspated, afurther review of theliteratureindicated that persistent and
continual work has been done in these aeas. The problem was that these researchersdid
not look at the Stuation asawhole, and appaently because their conclus ons were
contrary to popular knowledge and desiresthey were (and are) largely ignored. One of

the ealiest critical ardysis wasRailroad Transportation, Its History and ItsLaws by Yale

politicd scienceinstructor Arthur Twining Hadley published in 1885 detailed the

inapplicabili ty of the 1817Ricardian theory of freeenterprise @& appled toindustries

having large permanent investments, either in the sense of not being easily liquidated or

easlly used for the production of a dternative goodor service. Not only was Hadley’s

book widely read, but he dso testified before aSenate committeedrafting an interstate

commercehill in 1887 Hadley's key points were:

1. The 1817Theory of FreeEnterprise as devd opead by Recado, requiresthat capital
be freeto shift from lessprofitable to more profitable investments.

2. While thiswas largely true in Recado’ stime, the newer technologies such as
railroads and sted making both require huge capita investmentsin comparison to
anything in Recado’stime andlock this capitd into asgts which:

2.1. can not easily be used for anything else;
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2.2. can not easlly beliquidated; and

2.3.  which cost (amost) as much in upkeg when not operating as operating.

Hadley’'s 1885insights into not only domestic but international trade and
commerce are rerarkable. Some of themore useful passags, which appy to today’s
problems are:

If it becomes possble for me to sell my goods in markets five thousand miles
distant, it beaomes possble for a hundred other producersin adozen
different parts of the world to do the same thing, and compete with me at
amost every point. Of the conditions urder which my competitors are
working | can judge but imperfedly; of mistakes which they are likely to
make, | can heardly judge at dl. No one producercanjudge of the aggegate
supdy and dermend of theworld. If a few recklessproducersmakea
mistake, it means not merely locd over-suppy, but over-suppy in every
market, afall of prices everywhere. The ruin of afew drags down all the rest
into cutthroat competition. In thisover-production, red or apparent,
railroads are not merely the instrumentsbut the suffere's. The causes which
lead to increased pricesandincreasd production. lead to the multiplication
of railroads beyond all reason. When pricesfall, railroad charges have to be
reduced to unremunerative figuresin order to retain any businessat all. And
railroads have not the fuge, avablein most aher lines of busness ether
of contrading their cgpital or of driving their competitors of business A
railroad oncebuilt iscometo stay. It can neither retirefrom business
voluntarily, nor be forced to do so by any other competitor. Driveit into
bankruptcy, and it only fights the more strongly and redklessy. [P20]

Thisexcerpt seemsto provide powerful arguments against allowing “unregulated
international commerce” or “freetrade.”

Until about 185Q it was assumed that railroad businesswas subject © the
same laws as any other business and in particular to the so-cdled laws of
competition, by whose freeadion rates would bebrought down to cost of
service It wasgradually seen that this assunption wasnot drictly true ;that
in many instancesit was very far from the truth. A railroad differsfrom
many other businessenterprises, in the existerce of a large permanent
investment, which can be used for one narrowly defined puipose,andfor no
other. Thecapitd onceinvested, must reman. Itisworth littlefor any

other purpose than the onein question. A railroad cannot contrad its capital
merely because it does not pay ; nor can it be paraleled at short notice when
it happensto pay remarkably well. In these respedsit differs quire sharply
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from abank or astore ;and, to acertain extent from a fadory. The different
lines of business-- bank, store, fadory, railroad -- for a series, at one end of
which we have an elastic busnesscgpitd, which can le readily expanded or
contraded, while at the other end we have a large permanent invegment of
“fixed” capitd, which cannot thusadapt itself to the wantsof trade. ... The
ealy politicd economists were for the most part men who had made a
spedal study of banking business David Recado, the man who did more
that any one ese to give English pditicd emnomy its present shape, was
himself by professon abanker. Hewasthusled to treat capital as
something not fixed,but freelycirculating, which could be atonce
withdrawn from a businesswhen it beame unpupfitable. Inthe cae d a
fadory thisis by no meanstrue ;in the cag of a ralroad itis absolutely
untrue. [P40-41]

This observation would seem to have appicabili ty to much of today’s busnessand
industry, from the manufadure of wide body aircraft, computer chips and automobilesto
fiber optics, the Internet and cdl phone communications.

Ricardo’ s theory was based upon te assimption that when payment fell

below the cost of service adivecompetition would cease. Histheory fails,

because far below the point where it paysto do your own business it paysto

sted businessfrom another man. The influx of new capital will cease ;but

the fight will go on, ether until the oldinvestment and machinery are worn
out, or until apool of some sort isarranged. [P72]

This appeasto be an excdlent argument for strictly limiting the length of time an
organization can operate under the bankruptcy laws. The aidineindustry (Eastern, Texas
Air, Continental and Braniff) shows how this can be abused, and evenecoromic sdors
such asthe savings and loans are dso vulnerable. One yea may be appraoriate for the
largest organizations with lesstime provided for smaller organizaions or organizaions
with grosdy disparate asst : liabili ty projedions. One useful requirement would be the
immediate liquidation for any businessthat entered into a new bankruptcy within 5 yeas
of the last one.

Labor isin the market like any comnodity ; its price islargely deermined

by competition and thistoo often takes theform of cutthroat competition.
A workman working for starvation wagesislike a idory or a ralroad
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running for operating expenses. In flush times the workman get
comparatively good wages, he marries, and is able to support afamily in
reasonable comfort. The family becomesafixed charge upon hm ; and it is
of the utmost importanceto society that he should be able to med hisfixed
chargesin thisresped. But acommexcial crisis comes, and the denand for
labor diminishes. Men who have no family to support come into dired
competition with im. He can letterafford to work for what will kegp body
and soul together that not to work atdl, even hough hswages agbrought
s0 low that his children parish for ladk of food which should give them
strength to resist disease. And so wages are brought down to the starvation
minimum, only to rise aboveit after longyeas of waiting and misery. The
workman seeksrelief in combination ; but combination isfar harder for him
that for the cepitdist. Where there aetenfadories to combine, there may
be ten thousand workman to be held together, -- not to spe& of thealmost
unlimited floating labor supdy which may be brought in at any point. The
law will not hep him. If the law regards the pool with disfavor, it regards
most of the manifestations of trades-unionism with absolute hostility. No
wonder that our workman try to change the law ; no wonder that they cal
for spedal statutes against labor importation ; no wonder that they seek to
limit the supgy in the market by a universal aght -hour law. [P78]

Considering that thiswas written n 1885 itis remarkable that we still hawe the
same problems of: (1) alivable minimum wage; (2) striker replacenrent; (3) uncontrolled

immigration; and (3) hostility to and restrictions on unionization.

HOW DOES THIS RELATE TO THE VOTE STAKEHOLDERS' EXPECTATIONS
AND OBJECTIVES LISTED IN CHAPTER TWO?

Summary
To alarge extent, it appeas that much of what “Everybody’ sKnows,” and “They

Say” are now not only castlesin theair, but are castes constructed of bricks made d Jdl -
O, laid out using rubber rulers. The kasic utility and soundhessof postmodern
denstruction is clealy demonstrated in the precealing sedions where the kesic
definitions of words were examinedand the assimed principal of cause and effect
examined, in the sense that the difficulty in determining which was the cause and which

wasthe efled wasexplored.
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Implicit and explicit VOTE stakeholder goals versus curr ent reality

THE LEARNERS AND (PROSPECTIVE) EMPLOYEES GOALSAND EXPECTATIONS (FROM

CHAPTER 2)

Improved incomes, improved working condtions, anddecreased work
loadsasaresult of their improved kownedge, skill s, and methods.
(Working smarter not harder in the modern idiom.)

The Current Redity: Asindicated the male median incomeisfalling

and the female median income isflat. The reduction of the wage
differential between male and femaleemployees sansto be nore the
result of falling male wages than increasing female wages. Hours of
work are increasing, and benefits are being reduced. Employment
seaurity also falling. Reported reductionsin poverty and
unemployment levels appea to be more the result of re-definition than
adual improvement.

Increased employment oppartuniti es because of new industries made

passhble by the exigence of adguately skilled andeducated labor.

The Current Redity: Emgdoyment opportunitiesin other than low-sKill

low-pay servicejobsis deaeasing. (See clart sedor.xls) Manufaduring
and industry jobs continue to be diminatkd or exportedevenas the

population increases.

Improved social andeananmic status by changing from “ unskilled” to
“skilled” labar status.

The Current Redity: Asindicatedin the*“ Skill s Premiun” sedion,
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every effort is being made to “de-skill” jobs to minimize cost and
reduceproduct / output variation.

* Pridein making American products beter than, orat leastasgood as
any produced in the world.

The Current Redity: High-tech and commodity manufaduring and

production fadli ties continues to leave the United States.

* Pridein (appropriate) participative citizenshp by more effectvely
taking part in activiti es to improvetheir community by improving their
commnunicationsand oilganzationd skill s and kowledgeof theworld.

The Current Redity: Increasd working hours and deaeasedleisure

time has reduced participation in service clubsand other volunteer
adivities. Fedings of alienation continue to increase asindicated by
reduced voter turnout. Newspaper pollsindicate citizen telief that
government will ad in their best interestsisat an al time low.
Asindicated, the mgjor objedive of the empgoyees or workersfor participatingin

VOTE, indeal educaion in general, was to improve their eadnomic and thus socia status

In this context, both the wage level and the stability of employment are important. When
the inflation adjusted median wages and other indicaors such as poverty and bakruptcy
filing rates are consdered, in the aggegate, it does not appea thatthese djecivesare
being met. While it istrue that thereis consderableincremental changein income
between levels of educaional attainment, it appeasthat those targes esult from the

redistribution of income rather than any adual increase in overall eanings. Despite their
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falling red median income, the bottom 80% of the population as measured by income are

absorbing an ever increasing fradion of the cost of government.

The employers Goals and E xpectations (from Chapter 2)

* Adequaeor at least an increased supgy of trained kbor

* Increased profits by maximiang production andminimzngwase
using exsting plant and eqgment beause of improvedemployee
gudlifications and competence

* Increased profits through he introduction of new or improved
tedindogy and products made possble because of the avail ahilit y of
trained and eduatedemployees

* Aworkforcethat “ understood’ therealiti es of induwstrial life and
would suppat (or at least accept) it, thus minimiang labor unrest,
sabaage andwork stoppages.

* Adesreresulting from both self-interest andpatriotismto have he
American econamy asindependent as possble, andto producegoods
better than, or at least as good as thogaroduced anywhere. The
intent was to minimize the need to import and maximize exports.

The employersnow have avery short agenda. They wish to maximize profit.

In the following analysisit is assumed that the employer is a corporation, whichis largely
corred. The above daaindicates:
1 The suppy of qualified employees with high-schoal diplomas, post-secndary

education/ training, and baccadaureae / advanced degrees, asmeasured both in
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absolute numbers and as proportion of the population isat an all -time high and
continuesto increase.

The CPI adjusted minimum wage has fallen since 1966 despite periodic increases
in the current (nomina) dollar minimum wage.

From 1973the CPI adjusted median wages for employeesin al categories below

the baccdaureae degreefell indicating an increasing surplus of such candidates.

The CPI adjusted median wage for employees with a baccdaureae degreehas
remained constant from 1973to the present indicaing an adequate suppy of such
candidates, in that suppy and denmand are about equal, andthereis no $ortage
Only in the cakgory of empoyees with advanced degrees, masters and above,
doesthe inflation adjusted median wage show an increase in wagesindicating a
“shortage.” Even the broadest definition of VOTE does not includehis caegay.
Complaints and concerns about thelow rates of increaseandin some caes
reductionsin employeeproductivity, appeasto be largely the result of changesin
the prices of the comnuodities &measured by the PH index, rather than aiy red
changes in unit productivity per employee

The share of the cost of government paid by corporate income and profit taxes
continues to deaease andis projected (dthough it is unlikely) to reachzeroin
2020

Because of the reduction and elimination of import tariffs and duties under
NAFTA / GATT, both the absolute amount and relative proportion of these taxes
have deaeased, further reducing the share of the cost of government pad by

corporations.
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Asameasure of “profit,” the Dow-Jones Industrial Averagein current yea
dollarsindicates an essentially continuous increase. Thisincrease is particularly
rapid after 1983 which perhaps coincidentally was the yea when the CPI adjusted
median income began to fall. Asindicated on chart 1/ DJ190QM.XLS, the LSBF
curve for the period 19061997was exponential (R* = 0.9285 indicating a
compound growth patern with an anud increas of about 45%. The acud
index from about 19820n was far above this curve indicaing afar greaer than
historicd rate of growth.

The CPI inflation adjusted DJindex, as presented on chart 4/ DJ190GM.XLS,
indicaes avery different picture. Fromthe end of WW Il to about 1962 theindex
showed a consistent increag from about 700to about290Q From the pe& of
2900in 1962 the index showed a consistent decreas to about 900in 1982 From
thislow, it rapidly and consistently increased to an inflation adjusted high of 4600

in 1997 Again thisrapid increase coincides with the decreasin theinflation

adjusted median wage.

Charts3 and 5/DJ1900M .XLS presntthe above current and CV DJindex data
using alogarithmic Y axisto emphasizethe rate of change. It can be seen that
there ae threedistinct periods. 19451965 19661982 and 1983present. This
provides support for the acecetion model introduced in chapter 5. The period
19451965would appea to coincide with the dominance of domestic heavy
industry and massproduction cgpitalism, 1966-1982with the dominance of
“cannibalistic” or value extradion capitalism, and 1983to the present with trans

national capitalism.
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While not diredly part of VOTE, corporate bond yield datis dsoincludedas this
not only provides additional datato evaluate the empoyers circumstancebut aso
examines another “they say” and “everyone knows,” specificdly that interest rates
are at historic lows. Chart 1 of corpband.xIs presents the historic corporate
average nominal bond yields from 1857to the present. Examination of this data
indicates that thelowest corporate band interest rates were acudly during WW |1
at about 2.5%. The aurrent rates of c. 5% are about the aveage bond rate for the
period 18571998 Chart 1/ INFCBND.XLS presents the inflation adjusted
corporate bond rate plotted for the period 19131998 (using available BLS CPI
data). At theendof WW Il (1949 theinflation adjuded intered rate without tax
affed was about 2.5 %. Thisincreased steadily to about 1978when it readed
8%, or an increase of about 0.17% per yea. Thisabruptly jumped from 8% in
1978t0 13% in 1981or about 1.67% per yea. Theinflation adjusted yield has
sincedeaeased from 13% in 1981to the current 6% or about a -0.4% per yed.
To emphasizethisrate change and to support the acaetion model, corporate bond
yields are aso plotted with alogarithmic Y axis on thefoll owing chert.
To sum up for the (corporate) employer, since 1982
13.1. Median male wage rates are falling, female wage rates are static
132. Their share of the cost of government (taxes) isfaling
13.3. Thevalue of their company, which implies profits, as measured by the
Dow-Jones Index of stock priceshas newver bea higher

134. Thecost of equity capital islow because of thehigh IPO share prices
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135. Thecurrent cost (1998 of borrowed caitd is about the aveage that it has

been since1857.

The Goals and Expectations of the public a t large as government (from
Chapter 2)

* Nationd Defense considerations spedfically armament production
¢ Other Nationd Defense material considerations sud asfood,
communications, transportation, andclothing

The Current Redity: For the above twoitems, VOTE no longer has

significant affed becaise much of the materials and madines required
to utili ze the skill s, educaion and training are no longer domesticdly
produced. Based on the tremendous numbers of layoffs at ago-space
and other defense contradors, even hose with badkorders such as
Boeing, the avaibhility of traned marpower far exceels the current
demand or cgpadty. Sted asabasic comnodity isnow largely
imported and spedalty alloys such as Reré41, Incond, Hasta oy and
spedal stedssuchasHY 110and HY 150are now being dumpel by
foreign producers such thateven hisniche caability isbeng
destroyed. The required madhine toolsto processthis material in
general are dso no bnger domesticadly manufactured, and the
eledronics required to operatethe never CNC equipment islargely
produced abroad. Other criticd components such as RAM chips,
computer hard disk drives, LCD digplays, and eledro -opticd

components are aso rot domesticdly producel. Indee, even such
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basic comnoditiesas uniforms and boots are becoming a concern as
domestic production cgpadty continuesto fall. A receit exampleisthe
transfer of most production of Levi’s™® to off-shore fadtories and sub-
contradors.

* Econamic independence by domestic production rather thanimport

* Increased domestic econamic activity by damedic production

The Current Redity: The ewer increasing trade dficit indicates that

these goals are not being attained. The de-industrialization of America
and the abili ty to obtain servicessuchas data entry and computer
programming from foreign sources at far lower pricesindicates that
VOTE, at best, can have only alimited delaying) affed. Recent
increases in ecnomic “adivity” seam to be driven more by financial
speaulation by upper income groupsthan by any adual increase in the
production and consumption of beneficial goods or services by the
majority.

* Increased revenue by broadening the tax base, not increasing rates

The Current Redity: Because of the redation in thenumber of

individual with higher paying industrial and manufaduring jobs,
proliferation of “not-for-profit” organizations such as the Nationa
Football League that are largely exempt from taxes, elimination of tariff

and duty revenuesbecause of NAFTA and GATT, and theexportor

26 Jones, D. (1999 February 23) What caused Levi’s blues? USA Today B1-2.
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liquidation of American fadories, the total tax base has shrunk, not

grown. Governmental expenditures at all | evels have tended to increase
even though the tax base has contraded, therefore when all taxes,
governmental fees and charges are included, the individual tax rate has
increased both as a fradion of income and asa taal anount, even with

dedining (male) or static (female) individual median incomes.

* Increasing citizen suppat for (or at least acceptancef) exiging
eoonamic andsocial order.

The Current Redity: Citizen participation in governmentis at record

lows as measured by voter turn-out. Media pollsindicae growing
distrust of government at all |evels with a majority of respondents
expressng the belief that government now generally ads, not in the
best interests of the citizens, but on belaf of specid interest groups.

* Medingthe employers’ needs for trained labor ffom danestic sources

rather thanthroughimmigration

The Current Redity: Asindicated by the continuoudy falling or static

wage rates, thereisno ladk of domestic trained labor in the normal
sense of the word, and employers are increasingly turning to foreign
production, either through outright ownership of foreign fadlities or

through sub-contrading.

VOTE professionals and practitioners
The U. S. Department of Education and its predecessor agencies has maintained a

index of public support for post secondary and primary-secondary education from 1930
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through 1993with extrapolation. These datawere combined with BLS dat&afor median

income by yea to form dataset ed.xls and two graphs were generated.

1. Chart 4 ED.XLS presents the National Education Support Index versustime

(yea). Note the following:

1.1.

1.2

13.

14.

Support for post-secondary education peged in 1965and in 1993was
roughly the same, although dlightly below, wereit wasin 193Q

Based on the LSBF trend-line (R* = 0.7952) support for post-secondary
education is projeded to continue to deaease into the foreseedle future.
Public support for primary and seandary education will continueto
increase, based on the LSBF trend-line (R2 = 0.9391).

From about 1986public support for primary and secondary edwcation has

excealed that for post-secondary educaion.

2. Chart 3/ ed.xls presents the National Educaion Support Index for Piimary-High-

school and post-semndary educaion vs. Median per cgpitaincomein CV$ (1995

CPI). Note the following:

2.1.

2.2.

2.3.

Because of the strong correlation of inflation-adjusted median income with

time, thisis not entirely separate data but effedively is an aternative way

of presenting the above data

Support for primary and secondary educaion rises with rising income with
acorrelation of R =0.9255
Support for post-seaondary education follows a more comgdicatedpattern.

From $6,000to $13 000 inflation adjusted median income, support
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increases. Beyond $13,000 gpport for post-secondary educaion
deaeases. The correlation for this trendis R = 0.7329
Thereisan amost perfed correlation between median individual income and the
combined percapita costs for primary and semndary educaion (R = 0.9825
when measured in constant value CPI dollars. Thisis presented in graphicd format

on chart 2/ ed.xls.



