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Did you ever scan the business pages of your local newspaper and wonder if the rosy figures presented in most stories could be real, given the number of people you know out of work, looking for work, or underemployed?
Other than personal experiences, the media are the primary source of information about the economy. Do their stories reflect your experience, or help you better understand the economy? 
More often than not, they don’t. Why? Many reporters uncritically accept certain myths perpetuated by politicians and government officials. Let’s look at a few.

Work
The Vermont Department of Employment & Training issues a monthly press release and the media turns it into a story. 

The official definition of unemployment excludes those who have not actively sought work in the last four weeks (and lots of people stop looking temporarily). So when the DET commissioner refers to the “labor market,” she is ignoring thousands of Vermonters who want and need full-time work but are statistically invisible. The media never mention this.
And then there’s the difference between employment and jobs. The former includes self-employment, which works for some, but is not always voluntary and is a mixed bag (e.g., double the payroll tax, no security, no health insurance, no paid holidays, sick time, or vacation). Notwithstanding the hype about self-employment, most people need jobs. 

If you look closely, the total number employed didn’t change last month but the labor force declined by 600 (as did the number of unemployed). Presumably, those 600 people stopped looking for work. So how useful is the unemployment rate if it ignores them? Moreover, after the seasonal adjustment, we actually lost 400 jobs, which were not mentioned.
Finally, you would never know it from the media reports but the for-profit private sector is only responsible for 60 percent of the jobs in Vermont. The rest is split about evenly between government, private nonprofit, and self-employment. The for-profit sector is usually characterized as the engine of job growth but its share of total jobs has actually declined since 1990.

Income

The media often reports on other economic indicators, including the income of Vermonters.
A recent news story touted the fact that Vermont’s per capita income had finally reached the national average. Sounds great. But what does it mean?
Per capita income is total income divided by total population. It is heavily influenced by non-wage income, such as capital gains, interest, and dividends, which is about a quarter of all income in Vermont. Not surprisingly, the top 1 percent of filers receives almost half of all non-wage income.
Therefore, changes in per capita income tell us nothing about income distribution. For example, from 1979 to 2002, inflation adjusted after tax income for the lowest fifth of the population rose only 5 percent, while the top 1 percent grew by 111 percent.
Now, take that into consideration when you hear the governor say that the rise in per capita income means that “people are earning more money,” and not be challenged by the media.
Other income measures used — and misused — include average wages, which are deceptive because a small number of high wage earners can pull up the average. In 2003, the statewide average annual wage was $32,090, but two thirds of all jobs paid less.
Average wages are useful when comparing different industries, but they obscure large variations within each industry. For example, the average wage for manufacturing in 2003 was $44,261 ($21.27 an hour for a full-time worker). But that includes management and professionals. In contrast, the average hourly wage for production workers was $14.60 ($30,368).
The best measures are rarely used. The median wage (midpoint — half above and half below) eliminates the problem of industry averages and is available for over 500 occupations.
Median household income is comprehensive but the figures aren’t rosy. Inflation adjusted median household income was actually lower in 2003 than it was in 1990. That means a typical household has less buying power today than it did 13 years ago. Is it any wonder that politicians don’t like this indicator?
To be meaningful, an income measure must be related to the cost of living, like the livable wage. What good is it to know whether we’re at the national average wage if it’s not enough to pay the bills?
There is widespread agreement among economists that the federal poverty measure is outdated and should be replaced. Using this obsolete measure, about one out of 10 Vermonters live in poverty, and this hasn’t really changed in decades. The media will report the relatively small annual changes; there is little if any discussion about the persistence of this problem and our collective failure to make any real headway.
There are no easy answers but acknowledging the nature and extent of the problem is the necessary first step. The media is uncomfortable dealing with these issues. They dutifully report each plant closing but fail to see the big picture (preferring instead to focus on one or two families). We’re inundated with stories about relatively minor issues like taxes and electric rates rather than international wage differentials, corporate consolidation, and trade policy.
The “economy” is not an end in itself but a means to an end. We can argue about the indicators all day but these numbers — useful for tracking symptoms — mask core issues that are largely ignored. 
Are we in charge of our economic future, or are we at the mercy of forces beyond our control? Don’t look to the mainstream media for a discussion of these questions — but the information is there if you just know where to look.
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