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Executive Summary

It is a common understanding that a high unemployment rate means that more
people are out of work and therefore more people have fallen into poverty. But
the relationship between unemployment and poverty is complex, and the two may
not always relate very directly. It is necessary to examine states, counties, and
even cities separately to determine the extent of this relationship and the
possibilities of other influential factors.

In the Buffalo-Niagara metropolitan region, unemployment tends to move with
the national and state averages but often with less sharp changes. The City of
Buffalo experiences slightly higher rates, but trends still follow the norm. Labor
force participation rates in the Buffalo-Niagara metro region are higher than
national and state rates and appear to be increasing as the population is
decreasing. The relationship between poverty and unemployment in the Erie
County and the City of Buffalo is inconsistent and although there is some
correlation, data indicates that there must also be other strong causational factors.

How are unemployment and poverty related generally?

Historically, the number of people in poverty in this country rises with
unemployment.' But many economists have proposed that unemployment and
poverty are not as strongly linked as people think." For example, if the poverty
measure were raised to be more realistic and include more of the working poor, it
would be even less sensitive to changes in unemployment." These economists
caution against an overreliance on reducing unemployment as a solution to
poverty. Unemployment and poverty may have been strongly linked in certain
decades but less so in others."

How does Buffalo unemployment compare to state-wide and national
unemployment?
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Unemployed persons are all those who had no employment during a reference
week who were available to work and had made some specific effort during the 4
week period ending in the reference week." The unemployment rate also
includes those laid off waiting to be recalled. The unemployment rate is the
percentage of unemployed persons in the pool of labor force participators.

As the graph indicates, trends in the unemployment rate for the Buffalo-Niagara
metropolitan region have followed national and state averages. "' We must resist
the temptation to think that Buffalo is particularly bad or strange. Local rates do
seem to change less sharply than national rates. For example, national
unemployment jumped from 5.8% in 2008 to 9.3% in 2009 while rates in the
Buffalo-Niagara region only jumped from 5.8% to 8.4%. It is typical for city
rates to be higher than rates for the metropolitan region, but, except in 1999, the
City of Buffalo’s unemployment rates, although somewhat higher, have moved
with national and state averages as well.

In the past few years, New York State, and upstate New York in particular, has
done better with job loss than the nation. While the nation lost 4.2% of jobs
between July 2008 and July 2009, the Buffalo-Niagara Region only lost 2.1% of
jobs.”™

What is the significance of labor force participation for Buffalo?

The labor force participation rate is “the percent of the total population that is
working or actively seeking employment.” This index is calculated by dividing
the total number or persons employed or looking for work (unemployed) by the
total labor pool (persons age 16 or older who are not institutionalized).” Studies
show that declines in the labor force participation rate can slow economic
growth.™ One possible explanation for the lack of correlation between
unemployment and poverty in Buffalo is the changes in labor participation rates,
which have been increasing steadily over the past ten years but often vary
substantially. *"
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Even though the Buffalo-Niagara Region has been decreasing in population, it has
been increasing in labor force participation. Factors causing this increase might
include an increase in part time work, or an outflow of people who could not find
work without a corresponding influx of people seeking work.

How do poverty and unemployment relate state-wide and nationally?

National Unemployment vs. Poverty
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The above chart compares the trends in the poverty rate with the trends in the
unemployment rate over the last ten years. Even though the spike in 2009 is
absent from the chart because poverty data is not yet available, both measures
have wavered in the past ten years but have not spun out of control. The
correlation coefficient of these two measures is .33, which signifies that the two
are related. Remember that correlation does not necessarily translate to causation,
but does indicate the presence of common influential factors
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Despite a lag at some points, in New York State the poverty rate often but not
always moves with the unemployment rate. The correlation coefficient was not
significant.

Although there is some relationship in this ten year period between poverty and
unemployment on a statewide and national level, the exact nature of that
relationship is hard to determine.

How do poverty and unemployment relate in the Buffalo area?
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In Erie County, trends in the poverty and unemployment rates appear to be related
in some years but not in others. In all but two years (2003 and 2007), changes
in poverty correspond with changes in unemployment. However some years a
small change in one corresponds with a larger change in the other, as in 2005. In
2008 the poverty rate was 13.5%, down from 13.7% in 2007, while the
unemployment rate was 5.6% up from 4.7% in 2008. The relationship above
suggests that the two measures do influence each other, but there must be other
factors with strong influences.



City of Buffalo Poverty and Unemployment
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In the City of Buffalo, the past ten years shows uneven poverty rates with steady
unemployment.™ This relationship suggests that there must be other influences on the
poverty rate than just the unemployment rate.

What is the impact of underemployment on Buffalo?

Many people argue that unemployment rates paint an incomplete picture of the
labor situation. The numbers do not represent parts of the population that are
either so discouraged that they are no longer looking for work or have
compromised with jobs well below their skill levels or desired hours.

The U.S. Bureau of Labor Statistics reported the national unemployment rate to
be 10.2% in October of 2009, including people who were registered, receiving
unemployment benefits, and actively seeking work.”™" However, if you include
underemployed people, the rate would be 17.5%, or more than one in six workers.
The number of underemployed persons had increased to 7% from 5% in 2008.
“Underemployment” is a broader measure of under-utilization of workers than
unemployment. Underemployment encompasses, in addition to those officially
unemployed, workers who have become so discouraged about their prospects of
finding a job that they have ceased looking and workers who would like to work
full-time but can only find a part-time job.*"

High numbers of underemployed persons do not receive unemployment so they
are not counted in official numbers. The “U-6" measure is updated to measure
“Total unemployed, plus all marginally attached workers, plus total employed part
time for economic reasons, as a percent of the civilian labor force plus all
marginally attached workers.” " These are the numbers for NY State for 2007
and 2008 compared with the traditional unemployment measure.

2007 2008
Traditional Unemployment 4.5% 5.3%
Measure
U-6 Measure 8.1% 9.6%




This has a ripple effect on the economy because underemployment means less
income and less consumer spending. ™

In the City of Buffalo, 33% of single persons below the poverty level worked part
time. Even though workers who usually work full time are much less likely than
other workers to live in poverty, there is still a large group of workers who live
below the poverty threshold.™ In 2007, 82.1% of the working poor in the nation
who usually worked full time experienced at least one of the following; low
wages, periods of unemployment, or involuntary part time employment. ™

What are other sources of poverty and job loss in the Buffalo area?
Buffalo has both similarities and differences to other cities that are not captured in
common stereotypes. Nor can we group Western New York with the starkly
different downstate metropolitan era and draw conclusions about New York State
as a whole.

The Buffalo-Niagara metropolitan region has demonstrated its ability to not only
grow, but exceed national growth rates. From 2006 to 2008 the U.S. experienced
a 7.6% per capita income growth while the Buffalo-Niagara region had 8.3% per
capita income growth. Meanwhile, Rochester was below the national average
with an increase of 7.4%.

One factor may be that a source of rising unemployment and poverty across the
country was the bursting of the housing bubble which Upstate and Western New
York was able to bypass.™"

The presence of disabled persons in poverty is staggering. Almost twice as many
people in poverty are disabled and almost twice as many of the disabled are
poor.™™ In the City of Buffalo, 29.7% of disabled males were in poverty
compared to only 18.1% in New York State.™" An in depth analysis would be
needed to understand the relationship of poverty to disability in different parts of

the state and country.

The type of family may also be a contributing factor. In the City of Buffalo, 76%
of families with children in poverty are headed by a single female.”™ This
indicates there is a high number of a single mothers in poverty; a vulnerable
population that cannot work with proper supports. Erie County’s recent move to
eliminate child chare subsidies for families between 125% and 200% of the
poverty line could have a broader effect on the area’s poverty than is being
calculated.

Conclusion and Policy Implications

Unemployment and poverty are complex, and it cannot be said that either one
exclusively causes the other. Within the City limits of Buffalo, the two measures
are particularly unrelated. Therefore, we cannot assume that “more jobs” is the
only solution to eliminating poverty.



We must measure the relationship accurately. If the threshold of the official
poverty rate were raised to be more current and realistic, more working people
would be included in the measure and the relationship would be even more
unrelated.

To address some of the other factors influencing poverty, we must first ameliorate
conditions and wages for existing workers who may be under-employed or paid
low wages: these workers do not raise the unemployment rate, but they still live in
poverty. We also must examine how we support people who are unable to work
due to disabilities or family obligations. Providing supports for some of these
vulnerable populations may improve the poverty rate for people who may not
benefit from “more jobs.”
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