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Pur pose of the Study

The Vermont Job Gap Study is an effort to investigate and better un-
derstand certain aspects of the Vermont economy. Primarily, we are
interested in whether the economy is producing enough jobs that pay a
livable Wﬂge, defined as an income sufficient to meet a family’s ba-
sicneeds.” Thusfar, we have published four reports including:

Phase 1 Basic Needs and a Livable Wage (Jan. "97)

Phase 2 Livable Wage Jobs: The Job Gap (May "97)

Phase 3 The Cost of Under-Employment: The Income Gap (Feb. "98)
Phase 4 Policy Recommendations (Oct. ‘ 98)

Note: The Study has focused on wages although we understand the
importance of benefits as a supplement to wages and as a cost to em-
ployers. Thisisarich and complex subject but is beyond our present
resources. In any case, notwithstanding the value of benefits, families
need cash to pay their bills.

The Study has attracted considerable attention within Vermont and
around the country. Our findings have been cited in numerous reports®
and have been used by community and business groups, economic de-
velopment officials, and low-income advocacy organizations to help
inform citizens, business leaders, and policy makers. The Study also
figured prominently in the Legislature' s decision to raise the minimum
wage and in the decision by Burlington, Barre and Montpelier to set a
base livable wage for all municipal employees. To date, similar stud-
ies have been conducted in ﬁ least six other states (with two more un-
derway) and one magjor city.* We are grateful to all of our funders for
the opportunity to contribute to the discourse about wages, jobs, and
economic development.

Most of the findings reported in Phases 1 and 2 were based on data
from 1995 and 1996. Phase 5 of the Study updates the basic needs
budget and livable wage estimates from Phase 1, as well as some of
the labor market data from Phase 2. The Vermont Agency of Hu-
man Services has generously supported this update.

! Webelieve that, as amatter of public policy, full-time work should be adequate

to ensure economic self-sufficiency and a decent standard of living.

2 Report on Childhood Hunger in Vermont — A Handbook for Action, VT Chil-
dren’s Forum 1997; State of VT, Consolidated Plan for Housing & Community
Development Programs, 1998; Champlain Counts, Champlain Initiative, 1998;
Final Report, Commission on Childhood Poverty, 1999; Y ear 2000 Draft Re-
gional Plan, Chittenden Co. Regional Planning Commission 1998.

¥ Northwest Job Gap Study (Idaho, Montana, Oregon & Washington), Northwest
Policy Center & Northwest Federation of Community Organizations; Job Gap in
Pennsylvania, Keystone Research Center; The Self-Sufficiency Sandard for Mas-
sachusetts, Women's Educational & Industrial Union; Baltimore Area Jobs and
Low-Skill Job Seekers, Jobs Opportunity Task Force. Similar studies are under-
way in Maine and New Hampshire.




Federal Poverty Measure

The Federal poverty measureis akey
socia indicator and also determines
eligibility for benefits for many public
assistance programs. Weaknessesin
the federal poverty measure identified
by the National Research Council in-
clude:*

» No consideration of child care costs;

» No accounting for significant varia-
tionsin health care costs;

« Thresholds ignore price variations
across geographic areas for housing
expenditures;

« Family size adjustments do not re-
flect changing demographics;

» The original concept of “minimum
needs’ (adjusted only for inflation)
ignores changes in living standards
and consumption patterns;

+ Because the current measure as-
sumes only gross money income, it
does not reflect important govern-
ment policy initiatives that have both
raised disposable income (e.g., Food
Stamps) and reduced disposable in-
come (e.g., increases to Social Secu-

rity payroll tax).

| ntroduction

Vermont’ s statewide unemployment rate has dropped since 1996 and,
although regional discrepancies persist, the unemployment rates for all
counties have also declined (see Table 1 below left). Nevertheless, as
we pointed out in Phase 2, the unemployment rate is only one measure
of labor utilization. Reliance on the unemployment rate as a key indi-
cator of economic well being diverts attention from an important as-
sumption. By focusing on those without jobs, we assume those with
jobs earn enough to support their families. Theissueis further
clouded by our continued use of the federal poverty measure as an indi-
cator of how many people cannot meet their basic needs, even though
many economists have called for its modification (see Box at left).*

Vermont’s economy has improved in some respects since our first re-
port. However, the enthusiasm about the economy expressed by some
should be tempered Iaomewhat because many people still cannot find
full-time (FT) work,™ and because income inequality is still a serious
problem.

What are Basic Needs and a Livable Wage?

Table 1
Annual Average Unemployment

County 1996 1998
Addison 4.8% 3.5%
Bennington 4.8% 3.8%
Caledonia 6.6% 4.7%
Chittenden 3.0% 2.3%
Essex 8.4% 5.9%
Franklin 5.0% 3.3%
Grand Isle 7.1% 4.9%
Lamoille 6.9% 4.7%
Orange 3.5% 2.7%
Orleans 9.3% 6.9%
Rutland 5.3% 3.8%
Washington 5.1% 4.1%
Windham 4.0% 3.1%
Windsor 3.5% 2.6%
Statewide Avg. 4.6% 3.4%

Source: VT DET

According to the U.S. General Accounting Office, economic self-
sufficiency requires independence from publicly provided income and
housing assistance, and adequateincome to provide for basic needs.’

For this study, basic needs include only necessary expenses. food,
housing, child care, transportatior‘ﬂ health care, clothing, household and
personal expenses, and insurance.” We estimated the monthly cost of
each category using market and survey data from the US Departments
of Agriculture, Housing & Urban Development, Transportation, and
Commerce, aswell asthe VT Department of Social & Rehabilitation
Services, and the Vermont Health Care Administration. We also ob-
tained rates from local service providers for telephone service, renters
insurance and child care.

A livable wageisthe hourly wage / annual income necessary to
cover basic needs plus all applicable Federal and State taxes.

*  Citro, Constance F. and Michael, Robert T., ed., Measuring Poverty: A New Ap-
proach, National Academy Press, Wash., DC, 1995.

®  The Bureau of Labor Statistics reports that 12,000 Vermonters worked part-time

involuntarily in 1997.

Salf-sufficiency: Opportunities and Disincentives on the Road to Economic Inde-

pendence, US GAO, GAO/HRD-93-23, August 1993.

Although not included, personal savings could be considered a necessity for sup-

plemental retirement, children’s education, and other long-term needs.




Findings

We estimated the cost of basic needs for five different family unitsin both rural and urban Vermont and the in-
come required to meet their basic needs and taxes (see Table 2). The results are presented in detail on pages6 -

8 and are similar to those from other st

@

es (see Table 3). Ascan be seenin Chart 1, the minimum wageisin-

adequate to meet families’ basic needs.™ The change in the estimated livable wage since 1995 has been less than
therate of inflation.™ The largest increases were found in housing and child care (especially rural child care).
Table 2 —
Comparison of Estimated Livable Wages 1995 & 1998™ —
Urban Rural™
Family size 1995 1998 A 1995 1998 A
Single person — | $8.21/hr ($17,086) | $8.78/hr ($18,261) | 6.9% | $7.98/hr ($16,598) | $8.57/hr ($17,831) | 7-4%
Single parent 1 child™ | $13.24/hr ($27,546) | $13.94/hr ($28,989) | 5.3% | $12.36/hr ($25,712) | $12.99/hr ($27,017) | 5.1%
Single parent 2 chil- $15.61/hr ($32,478) | $16.02/hr ($33,328) | 2.6% | $14.75/hr ($30,684) | $14.97/hr ($31,143) | 1.5%
dren
Two pareats $14.76/hr ($30,691) | $15.58/hr ($32,407) | 5.6% | $14.94/hr ($31,082) | $15.35/hr ($31,935) | 2.7%
(1 earner™) 2 children
Two parents $19.82/hr ($41,224) | $20.87/hr ($43,414) | 5.3% | $19.46/hr ($40.474) | $20.39/hr ($42,420) | 4.8%
(2earners) 2children | e ]
Avg. per wage earner | $9.91/hr ($20,613) | $10.44/hr ($21,715) $9.73/hr ($20,238) | $10.20/hr ($21,216)
*
Chart 1 Table 3 n
Comparison of 1998 Minimum Wage, Federal Poverty 1998 Livable Wage in Other States”
Measure and Livable Wage Single parent with two children
$20.00 State Annual Hourly
Idaho $29,994 | $14.42
$15.00 Maine 26,175 12.58
> W Minimum w age Mass. (western) 29526 | 13.98
; $10.00 0 Fed. poverty level Minnesota 33,114 15.92
E | Lvable wage Montana 30,784 | 14.80
$5.00 | Oregon 34,029 16.36
Penn. (rural) 26,973 12.97
$0.00 - Vermont (rural) 31,143 14.97
single 1parent 1parent 2 parents 2 parents Washi ngton 35,069 16.86

person

1 child 2 children 2 children 2 children

1 wage
earner

2 wage
earners

*

Livable wage figures are an average of urban and rural.

& Minn. ('96) and Maine ('93) have been adjusted for inflation.
®  Although it has not yet taken effect, we used the new minimum wage of $5.75 / hr adopted by the Vermont Legislature.

10
11
12
13
14

9.3% from January 1996 to January 1999.
We made minor changes to the methodol ogy for the 1998 estimates. See the Methodology section on page 9 for compl ete details.
Chittenden Co. was used for urban estimates and the rest of the state for rural.
Although 3 times as many women as men raise children alone, there were over 3,600 male single parentsin 1990 (1990 Census).

Men are 10 times as likely to be the wage earner in two parent families with children when only one parent works (1990 Census).



I mplications of Findings Table5

Federal Poverty Guidelines (FPG)

Public assistance programs with ligibility based on the federal poverty Dept. of Social Welfare programs
measure should be revised to reflect the actual cost of living in Vermont using FPG as eligibility threshold
(see Table 5). For example, afamily earning only 54% of the livable % of Asay
wage would be ineligible for Food Stamps. Program. FPG of L
Welfare reform policies and programs based on the ability of wage M edicai d™ 100% 41%
earners to support their families at or near minimum wage should bere- | Fuel Assist. 125% 51%
placed with a more realistic goal, such as achievement of alivable wage. | Food stamps | 130% 53%
To the extent that families bridge some part of the income gap with Emerg. Fuel 150% 61%

credit, personal debt creates additional burdens on their monthly budgets and may prevent families from
saving for retirement, children’s education, or other long-term needs (see Box below).

If families earn%a livable wage, tax revenues would rise considerably and demand for public assistance
would diminish.

1995 Consumer Debt@ Labor Utilization

For households with income from $10,000 to $24,999: Although the number of unemployed seeking full-time

work is down by 2,400 from 1995 (see Tahle 6), the
number of involuntary part-time workers==is up by
2,000 (see Table 7). Thus, it would appear that much
of the decrease in the unemployment rateisthere-
sult of an increasein the number of peopleworking
part-timeinvoluntarily. In additiqn, the number of

42% have installment and credit card debt

Median consumer debt per family was $5,100 (not
including auto or mortgage |oans)

Median ratio of debt payments to income was 17%
Onein six families have debt ratios above 40%

$5,100 in outstanding consumer debt @ 15% interest =a| new entrﬁ]ts’ discouraged workers,~ and marginally

minimum monthly bill of at |least $64/mo. or a $768 an- attached

have all increased so the overadll total of those

nual expense not included in our Basic Needs budget. unable to find full-time work is actually up from 1995,
Table 62 Table 72
No. of Unemployed Seeking Full-time Work Total Number Availablefor FT Work
1995 1997 1995 1997

Unemployed 12,400 11,000 Unemployed seeking FT
On temp. layoff -3,102 -3,471 work 12,297 | 10,507
Sub-total 9,298 7,529 New entrants 769 975
Seeking PT work -4,000 -3,000 Discouraged workers 800 939
Sub-total 5,298 4,529 Involuntary PT workers 10,000 | 12,000
Annual adjustment X 2.44 x 2.32 Marginaly attached 2,400 2,817
Total 12,927 10,507 Total | 26,896 | 27,238

15

16

17

18

19

20

21
22

LW = livable wage, defined as the average of rural and urban livable wage for families with a single parent and two children.
Some programs have different eligibility caps: Dr. Dynasaur for children (300%), VHAP-Pharmacy (150%) and V script (175%).
We have estimated that if all those who work full-time or part-time for economic reasons earned a LW there would have been
$87.9 million in new state & federal revenues and program savings in 1995. Vermont Job Gap Study, Phase 3.

Kennickell, Starr-McCluer & Sunden, “Family Financesin the US: Recent Evidence from the Survey of Consumer Finances,”
Federal Reserve Bulletin, vol. 83, (Jan. '97), pp. 1-24.

Persons who work PT (<35 hrs/wk) involuntarily for business reasons (slack work or lack of FT opportunities) rather than because
of personal constraints or preferences. BLS, Revisions in the Current Population Survey Effective 1994, p. 15.

“Persons who want ajob, are available to take ajob, and who had looked for work within the past year but not within the prior 4
weeks because they believed the search would be futile.” BLS, Revisionsin the Current Population Survey Effective 1994, p. 16.
Not actively seeking work because of personal / financial reasons (e.g., ill health, lack of childcare or transportation, etc.).
Source: VT DET and US Bureau of Labor Statistics.



How Do Families Make Up The Difference?

Since we know that many working families earn less than we Table 8 —
estimate is necessary to meet their basic needs, we must ask Vermont Benefit Programs: FY 98
how, if at all, they make up the difference. Unfortunately, many Costs

are unable to do so and have no choice but to do without some Program Recipients | (state & federal)
of the basics (e.g., 40,000 have no health care®). Othersrely on | Food stamps 48,913 $37,047,828
public assistance (see Table 8). Some live in substandard TANF M"E 20,987 $46,810,826
housing or pay a high percentage of their income for housing, LIHEAP 16,912 $6,159,877
thereby reducing available funds for other expenses. Othersre- | Medicad NA $280,897,784

ceive help from family members, work two jobs, barter and / or work “under the table.” Many depend on credit,
which creates additional burdens from debt service. Asaresult of insufficient income, the standard of living for

many working Vermontersis one of insecurity, dependence, and, in some cases, deprivation.

Child Support: We estimated the impact of child support on the livable wage for single parents. Because child
support covers some expenses, the recipient’ s need for earned income decreases somewhat. But as the recipi-
ent’ sincome decreases (child support is not taxed), 3 of the 4 hypothetical single parent families became eligi-
ble for the Earned Income Tax Credit and / or the renter’ s rebate, which are income-based assi stance programs.
As aresult, families that had been self-sufficient in our model ended up receiving public assistance and re-
mained dependent on the non-custodial parent. In contrast, the required child support payment will increase the
non-custodial parent’s basic needs budget so he or she must earn more to meet the obligation and pay income
taxes on the increased earnings. Thus, the lower livable wage for therecipient isoffset by the need for a

higher wage for the non-custodial parent.

Table 9
Livable Wage Comparison With and Without Child Support
Single parent & one child Single parent and two children
Urban Rural Urban Rural
no child with no child with no child with no child with
support child support child support child support child
support support support support

Annua wages* $28,995 | $26,565 | $27,014 | $24,082 | $33,329 | $30,346 | $31,143 | $26,943
Fed. & state taxes =~ -4,469 -3,799 -3,917 -3,018 -4,108 -3,321 -3,5631 -2,195
After-tax income | 24,526 22,766 | 23,097 21,064 | 29,221 27,025 | 27,612 24,748
Child support &' 0 1,524 0 1,524 0 2,196 0 2,196
EITC 0 0 0 383 0 0 0 668
Renter’ s rebate 32 267 0 126 0 0 0 0
Disposableincome | 24,558 24,557 | 23,097 23,097 | 29,221 29,221 | 27,612 27,612
Equivalent hrly wage** 13.94 12.77 12,99 11.58 16.02 14.59 14.97 12.95

* To determine the annual wage (LW) we worked backwards from disposable income (which is the cost of basic needs), subtracted

child support, and estimated the tax implications (income, EITC and renter’ s rebate).
** Divide annual wages by 2,080 hours.

% VT Department Of Social Welfare.

2 Temporary Aid to Needy Families (TANF) is the new designation for what had been called ANFC.

% Low Income Heat Assistance Program.

% Source: VT Health Care Administration. Figure for 1997.
27

28

Includes federal and state income taxes, FICA, Medicare tax, childcare credit, and per child credit.
Average child support payments = $127/mo. for 1 child and $183/mo. for 2 children (Department of Social Welfare)




Estimated Cost of Basic Needs and Livable Wages 1998

Single Person Household
(Full-time work and employer-assisted health care)

Single Person
Urban Rural
Category Cost/mo. % Cost/mo. %
Food $168 13.5% $168 13.8%
Rent & Utilities 519 41.6% 455 37.4%
Telephone 26 2.1% 26 2.1%
Health Care 105 8.4% 105 8.6%
Transportation 224 17.9% 255 21.0%
Child Care - .
Clothing / HHold 160 12.8% 160 13.2%
Personal Expenses 37 3.0% 36 3.0%
Renters Insurance 10 0.8% 10 0.8%
| Total monthly expenses | $1,249 | 100% | $1215 [ 100%
| Annual expenses | $14,988 | $14,580 |
| Federal & State taxes | | $3,273 | 179% [ $3251 [ 182%
| Annual Income | $18,261 $17,831
1995 1995
| Equivalent hourly wage | | $8.78 $8.21 $8.57 $7.98
Federal poverty level $8,480
Equivalent hourly wage $4.08

* includes federal & state income taxes, FICA, Medicare and renter's rebates ($246 urban & $154 rural)

Primary Sources
Food:

Housing:

Telephone:

Health Care:
Transportation:

Child Care:

Clothing / Household:
Personal Expenses:

Insurance:

USDA - "Low Cost Food Plan" (12/98)

HUD - Fair Market Rents (2/99)

Bell Atlantic - Standard Use Measured Service (1/99)

CHP / Kaiser Permanente (1/99)

US DOT - National Personal Transportation Survey ('90) & IRS ('98), CES ('97)

VT Social & Rehabilitation Services & Child Care Resources (1998)

Bureau of Labor Statistics (BLS), Consumer Expenditure Survey (CES 1997)

Derived from BLS / CES
Smith, Bell & Thompson (1/99)

See Appendix for complete description of methodology.

CHP Single Plan 910 ($188/mo), $10 co-pay, $500 ded. For inpatient hosp.;

34% employee contribution + $493 annual out-of-pocket expenses (1/99)




Estimated Cost of Basic Needs and Livable Wage 1998

Category

Food

Rent & Utilities
Telephone

Health Care
Transportation
Child Care
Clothing / HHold
Personal Expenses
Renters Insurance

Single Parent Families

(Full-time work with employer-assisted health care)

Single Parent & One Child Single Parent & Two Children
Urban Rural Urban Rural
Cost/mo.| % |Cost/mo.| % Cost/mo.| % |[Cost/mo.| %

$256 |125%| $256 | 13.3% $373 [153%| $373 |[162%
692 [33.8%| 570 29.6% 692 [28.4%| 570 24.8%
26 1.3% 26 1.4% 26 1.1% 26 1.1%
161 7.9% 161 8.4% 228 9.4% 228 9.9%
224 |109%| 255 13.2% 224 9.2% 255 11.1%
414 |202%| 387 20.1% 607 |[249%| 568 24.7%
202 9.9% | 202 10.5% 202 8.3% 202 8.8%
61 3.0% 58 3.0% 73 3.0% 69 3.0%
10 0.5% 10 0.5% 10 0.4% 10 0.4%

| Total monthly expenses

[ $2,046 [100% [ $1,925 | 100% | [ $2,435 |100%] $2,301 | 100%]

| Annual expenses |

[$24,552

[$23,100]

| Federal & State taxes

| $4,437 [153%] $3,917 | 145% | | $4,108 [12.3%| $3 531 | 11.3% |

| Annual Income | | $28,989 $27,017 | $33,328 $31,143
1995 1995 1995 1995
| Equivalent hourly wage |$13.94 $13.24 $12.99 $12.36 |$16.02 $15.61 $14.97 $14.75
Federal poverty level | $11,235 $13,133
Equivalent hourly wage $5.40 $6.31

* includes federal & state income taxes, FICA, Medicare and renter's rebates ($246 urban & $154 rural)

Primary Sources
Food:

Housing:

Telephone:

Health Care:
Transportation:

Child Care:

Clothing / Household:
Personal Expenses:

Insurance:

USDA - "Low Cost Food Plan" (12/98)

HUD - Fair Market Rents (2/99)

Bell Atlantic - Standard Use Measured Service (1/99)

CHP / Kaiser Permanente

(1/99)

US DOT - National Personal Transportation Survey ('90) & IRS ('98), CES ('97)

VT Social & Rehabilitation Services & Child Care Resources (1998)

Bureau of Labor Statistics (BLS), Consumer Expenditure Survey (CES 1997)

Derived from BLS / CES

Smith, Bell & Thompson (1/99)

See Appendix for complete description of methool-

ogy.

CHP Two Person Plan 910 ($375/mo) & CHP Family Plan 910 ($499/mo.), $10 co-pay, $500 ded. For inpatient hosp.;

21% employee contribution + $493 annual out-of-pocket expenses (1/99)




Estimated Cost of Basic Needs and Livable Wage 1998

Two Parent Families

(Full-time work and employer-assisted health care)

Two Parents & Two Children Two Parents & Two Children
One parent working Both parents working
Urban Rural Urban Rural
Category Cost/mo.| % |Cost/mo.| % Cost/mo.| % |Cost/mo.| %
Food $516 [ 221% | $516 | 224% $516 |166%| $516 |16.9%
Rent & Utilities 692 29.6% 570 24.7% 692 22.3% | 570 18.7%
Telephone 26 1.1% 26 1.1% 26 0.8% 26 0.9%
Health Care 269 11.5% 269 11.7% 269 8.7% 269 8.8%
Transportation 520 22.3% 614 26.6% 591 19.0% | 693 22.7%
Child Care 607 19.5% | 568 18.6%
Clothing / HHold 231 9.9% 231 10.0% 305 9.8% 305 10.0%
Personal Expenses 70 3.0% 69 3.0% 93 3.0% 91 3.0%
Renters Insurance 10 0.4% 10 0.4% 10 0.3% 10 0.3%
| Total monthly expenses | $2 334 | 100% | $2 305 | 100% | | $3,109 | 100% | $3,048 | 100% |
[ Annual expenses | [ $28,008 ]
| Federal & Statetaxes” | | $4,399 [ 136% | $4275 | 134% | | $6,106 |14.1%| $5844 [13.8%|
| Annual Income | | $32,407 $31,935 | $43,414 $42,420
1995 1995 1995 1995
Equivalent hourly wage | $15.58 | $1476 | $15.35 | $14.94 $20.87 | $1982 | $20.39 | $1946
Avg. per wage earner $10.44 $9.91 $10.20 $9.73
Federal poverty level $16,530
Equivalent hourly wage $7.95

* includes federal & state income taxes, FICA, Medicare and renter's rebates ($246 urban & $154 rural)

Primary Sources
Food:

Housing:
Telephone:
Health Care:
Transportation:

Child Care:

Clothing / Household:

Personal Expenses:

Insurance:

USDA - "Low Cost Food Plan" (12/98)

HUD - Fair Market Rents (2/99)

Bell Atlantic - Standard Use Measured Service (1/99)

CHP / Kaiser Permanente (1/99)

US DOT - National Personal Transportation Survey ('90) & IRS ('98), CES ('97)
VT Social & Rehabilitation Services & Child Care Resources (1998)

Bureau of Labor Statistics (BLS), Consumer Expenditure Survey (CES 1997)
Derived from BLS / CES

Smith, Bell & Thompson (1/99)

See Appendix for complete description of methodology.

CHP Family Plan 910 ($499/mo.), $10 co-pay, $500 ded. For inpatient hosp.; 21% employee contribution + $493 annual out-of-pocket expenses (1/99)
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