
Bridging  
      the Gap
alabama’s working families and the broken  
promise of economic opportunity  january 2008

prepared by A R I S E  C I T I Z E N S ’  P O L I C Y  P R O J E C T  for T H E  W O R K I N G  P O O R  FA M I L I E S  P R O J E C T





About Arise Citizens’ Policy Project
Arise Citizens’ Policy Project (ACPP), founded in 1994, is a statewide nonprofit organization composed 
of 155 congregations and community groups and some 1,400 individuals representing much of the state’s 
racial, economic, religious and geographic diversity. Arise members are united in their belief that low- 
income people are suffering because of state policy decisions. Through ACPP, groups and individuals 
join together to promote state policies that improve the lives of low-income Alabamians. In a state that 
by many measures is the worst place for poor people to live in the United States, Arise believes acts of  
charity are vital, but they are not enough; we also must engage in advocacy on policy issues. Arise provides 
the structure for Alabamians to participate in the democratic process, exercising their rights as citizens 
to engage in public debates with the goal of improving the welfare of all Alabamians.
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Introduction
one of the core values that have shaped America is a belief in the opportunity to better oneself 
through hard work. We hold it as a promise that an honest worker with a regular job should be able not 
only to cover basic household expenses for today but also to save for tomorrow. Yet here in Alabama, that 
promise has been broken. For thousands of families in our state, good-faith efforts are failing to provide 
economic security, much less advancement, for full-time workers. When their monthly bills come due, 
they find gaps in their pocketbooks. When they consider better job options, they face gaps in skills or 
education. A major new industrial facility launches in one region of the state, while the opportunity gap 
in another area only widens. These gaps are symptoms of a larger problem: the lack of a coherent and 
comprehensive workforce development policy for Alabama. 

The state’s recent economic successes make this “policy gap” even more conspicuous. Alabama has expe-
rienced unparalleled economic growth over the last decade and a half, driven primarily by our burgeoning 
transportation industries. For nearly 50 years, the aerospace complex at Huntsville and the engineer-
ing and manufacturing facilities clustered around it formed a high-tech “island” in the more traditional 
economy of the state. Today, mega-projects such as Mercedes-Benz, Boeing, Hyundai and ThyssenKrupp 
are transforming Alabama’s economic landscape, deploying billions of state and corporate dollars and 
creating thousands of high-paying jobs. The state also has been successful in attracting scores of other 
projects; according to the Alabama Development Office, 2,079 new or expanding industries created 
90,330 new jobs between 2003 and 2006.1 Alabamians have become accustomed to headlines touting 
the latest “big win” in corporate recruitment and job creation. These gains signal the state’s emerging 
role in the global economy, and a new era for Alabama workers. But too often, the well-deserved hoopla 
obscures another part of the story. The true measure of our success must take into account not only 
the giant strides at the forefront, but also the steps we are taking to ensure opportunities for advance-
ment across the entire workforce. 

In the first decade of the new century, those steps are not keeping pace. Despite our impressive gains 
– and the state dollars expended to secure them – a significant portion of Alabama’s workers struggle 
each day to meet basic needs. One-third of Alabama working families – almost 200,000 households 
with children – earn less than the amount generally considered sufficient to meet their needs without 
governmental or private assistance. These families “left behind” offer a sharp contrast with the state’s 
bold new development and an urgent challenge to policymakers charged with guiding our economic 
and social progress. 

From the Tennessee Valley to the Gulf Coast, Alabamians share a strong work ethic and a deep commit-
ment to individual responsibility. They go to work each day, pay their taxes, participate in the lives of 
their communities, and nurture their children. But for many, the promise that hard work will provide 
a good living for them and their families remains just that – a promise, unfulfilled. This report looks at 
the strengths and needs of these families who watch Alabama’s economic growth from a distance. We 
review the state’s investment and outcomes in workforce development and evaluate how effectively our 
much-heralded industrial expansion efforts, along with existing state supports and services, are bridg-
ing the gap in family self-sufficiency.
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Executive Summary
alabama has enjoyed unprecedented economic growth in recent years, with huge investments by 
new industry and a low unemployment rate. But despite these gains, many of our neighbors struggle each 
day to meet basic needs. One-third of all of Alabama’s working families – almost 200,000 – earn less 
than the amount generally considered necessary to meet their needs without governmental or private 
assistance. This report examines the challenges these families face and reviews our efforts at bridging 
the opportunity gap in Alabama’s growing economy.

These working poor families “play by the rules” – they work hard each day and contribute to Alabama’s pro-
ductivity and prosperity, but come up short-handed at the end of the month. With appropriate state policy 
changes that make equipping low-income workers with the skills for 21st-century jobs a high priority, these 
families can overcome this struggle, meet their needs and make vital contributions to their communities 
and the economy. Without such changes in state policies, one-third of Alabama’s working families will never 
achieve these goals, and the state will lose the productivity it needs to compete in the new economy.

This report examines research findings and offers policy recommendations in three major dimensions 
of low-income working life: (1) basic educational competencies and skills necessary for good-paying jobs 
that support families; (2) the availability of job opportunities that offer the potential for higher earn-
ings; and (3) the extent and quality of workforce supports that enhance low-income working families’ 
chances for eventual self-sufficiency.

Major findings
[ More than one-third of all working families in Alabama are low-income, earning less than 200 per-
cent of the federal poverty threshold.
[ Though employment opportunities are increasing, the majority of jobs available to working Alabamians 
are in low-wage sectors.
[ Alabama’s public policies have failed to make available to low-income workers the education, skills 
certification or training necessary to compete in a 21st-century economy.
[ Alabama’s budgeting and taxation processes have failed to provide the resources to support policies 
that can assist workers in meeting their families’ needs and place a disproportionate tax burden on low-
income workers.

Chapter 1 provides an overview of the economic well-being, income levels and educational attainment 
of Alabama families with incomes of less than 200 percent of the poverty threshold. The chapter points 
out racial/ethnic, educational and geographical disparities in these measures. The state has enjoyed 
an impressive rate of investment over the last 15 years, beginning with the 1993 announcement that  
Mercedes-Benz would build its first U.S. auto assembly facility in Alabama and capped by the May 2007 
announcement that ThyssenKrupp would build a new steel and stainless steel manufacturing facility in 
Mobile County at a cost of $3.7 billion. Against that backdrop of strong economic growth, the report 
portrays the Alabamians who remain caught in the opportunity and prosperity gap.

Chapter 2 examines the state’s investment and outcomes in education and training systems, including:
• The Alabama Department of Postsecondary Education, which provides technical and two-year col-
lege programs for more than 189,000 students each year;
• Alabama’s programs funded through the Workforce Investment Act (WIA);
• Alabama’s Adult Basic Education programs; and
• Training and skills acquisition programs provided through Temporary Assistance for Needy Families (TANF).
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Chapter 3 examines the state’s economic development efforts, with special attention to how well 
those efforts address the needs of low-income and underemployed Alabamians. While Alabama’s unem-
ployment rate has consistently been lower than the national rate, Alabamians continue to have earnings 
below national averages. While the state has an impressive record of job creation, most of those new 
jobs have been in low-wage sectors. The report examines whether industrial incentives offered have 
clearly defined expectations geared toward improving the economic condition of low-income workers 
beyond the mere creation of jobs.

Chapter 4 reviews Alabama’s efforts to support workers. While neighboring states are making sub-
stantive investments in workforce support programs, Alabama provides one of the lowest per-capita 
investments in the nation in these programs so vital to low-income workers. The inadequacy of fund-
ing for needed worker supports can be traced primarily to the state’s long-running structural deficit, 
along with the fact that earmarked revenues for programs other than education have been, at best, flat 
during recent years. The report shows how the state’s regressive tax structure places a disproportionate 
tax burden on low-income families and, at the same time, denies adequate funding that would support 
needed services for these same families.

To bridge the opportunity and prosperity gap for Alabama’s low-income working families, the report 
offers 30 policy recommendations, including the following:

Major recommendations
[ Alabama should increase its need-based financial assistance for postsecondary education, with a tar-
get of providing assistance to at least 50 percent of those eligible. Until the state is able to provide full 
funding for need-based financial assistance, at least 25 percent of such assistance should be reserved 
for adult learners.
[ Alabama should modify its industrial tax credit statutes to require qualifying industries to target a cer-
tain percentage of newly created jobs toward low-income workers. The credits could increase according 
to the percentage of low-income workers hired beyond the targeted level.
[ To inform its citizens of the full costs and benefits of state economic development efforts, Alabama should 
require an industry-specific annual report of taxpayer-provided incentives and qualifying tax credits.
[ Alabama should modify its requirements for corporate tax credits to require that qualifying industries 
provide wages that equal the prevailing average Alabama wage and provide health insurance benefits.
[ Alabama should raise the income cap for Medicaid participation by working families to 130 percent 
of the federal poverty level (equal to the income cap for Food Stamps).
[ Alabama should raise the threshold for state income tax to the federal poverty level by modifying 
dependent and standard deductions. Those changes should be indexed to inflation to ensure ongoing 
tax fairness.
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CHAPTER 1

Alabama’s Low-Income  
Working Families: Caught in the Gap

The vast majority of families in Alabama have members who go to work 
each day, pulling their own weight and contributing to their local econo-
mies. However, for many of these families, honest, full-time labor fails 
to provide even the security of a stable food supply and a decent place to 
live, much less the opportunity to get ahead. In 2005, nearly 36 percent

of families with children included workers who 
struggled to make ends meet.2 As fuel prices rise, 
along with the costs of groceries, clothing, child 
care, health care and other necessities, many fam-
ilies simply don’t earn enough to cover the basic 
costs of living. A number of factors contribute to 
the chronically high proportion of low-income 
working families in Alabama. 

Even though Alabama has become increasingly 
urban in recent decades, the state continues to 
have tremendous gaps in population density. In 
46 of 67 counties, more than half of the residents 
live in a rural area.3 Many of these predominantly 
rural counties have not fared well in recent years, 
seeing a significant loss of manufacturing jobs to 
overseas relocations. In some rural areas, the civil-
ian population has been aging out of the workforce 
while younger workers move away.

These factors and others will continue to challenge 
policymakers in Alabama as they attempt to bridge 
these gaps and bring economic growth to all seg-
ments of the population.

Who are Alabama’s low-income working families?
They are the moms and dads who handle our pur-
chases at the local convenience store, who change 
the oil in our automobiles, who clean our office 
buildings and hotel rooms, who fill our orders at the 
fast-food restaurant. And they are the children these 

parents work hard to support. They are our neigh-
bors, friends, fellow citizens committed to their 
families and their communities. Faced with stagnat-
ing wages, widening income inequality and soaring 
basic costs, they are finding it increasingly difficult 
to achieve and maintain economic security. 

While many of us may have a general idea of what 
constitutes a working family, this report uses the 
following definitions:

Family – a married-couple or single-parent primary 
household with at least one child under age 18.

Working family – a family in which all related mem-
bers age 15 and over have either a combined work 
effort of 39 or more weeks in the last 12 months or 
a combined work effort of at least 26 weeks and 
one unemployed parent actively looking for work 
within the past four weeks.

Low-income working family – a family with an 
annual income of less than 200 percent of the fed-
eral poverty threshold. For a family of four in 2005, 
the low-income threshold was $39,942.

By the definition cited above, more than one-
third of all Alabama working families — almost 
200,000 households with children — are consid-
ered low-income. In 37 of the state’s 67 counties, 
individuals with incomes below 200 percent of 
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poverty make up more than 40 percent of the 
population; only one county in Alabama has fewer 
than 20 percent of its residents in this income 
category. Obviously, the challenges facing low- 
income families are affecting all geographic areas 
of the state.4

Alabama had a higher percentage of low-income 
working families in 2005 than the nation as a 
whole. Only eight states had a greater percentage 
of low-income working families than Alabama, and 
among contiguous states, only Mississippi’s 41 per-
cent exceeded Alabama’s 36 percent.5

Racial disparities have long plagued Alabama, and 
this pattern continues in the distribution of low-
income working families. Members of racial/ethnic 
minorities make up only 30.7 percent of the state’s 
total population, but 32.5 percent of all working 
families. Though most low-income working fami-
lies are White, minority working families stand a 
much greater chance of being low-income – 54 per-
cent, in contrast to a 32 percent chance for White 
working families.6

Nearly 360,000 Alabama children – almost four 
out of every 10 children in the state – resided in 
low-income working families in 2005. Alabama’s per-
centage of children in low-income families exceeds 
the national average by almost 7 percentage points 
and exceeds that of all contiguous states except 
Mississippi.7 Children growing up in low-income 
families tend to have lower educational attainment 
than others, and this, in turn, lowers their potential 
for future economic success. Record investments in 
economic development have failed thus far to reach 
these families. If Alabama is to bridge the opportu-
nity gap for all of its citizens, as well as to ensure a 
sufficient supply of qualified workers for the future, 
state policies must be strengthened.

Eighty-six percent of Alabama’s low-income work-
ing families include a parent between the ages of 
25 and 54 – the prime working years.8 To achieve 
significant economic advancement, these fami-
lies require access to adequate training for primary 
wage earners and job opportunities that allow 
financial growth. An assessment of these oppor-
tunities appears in Chapter 2. 

Getting By: The Challenge of Measuring Poverty

Defining “poverty” – and, by extension, “low income” – is a difficult task. Mollie Orshansky, the 
researcher who developed the federal poverty thresholds in the 1960s, called them a measure of 
“income inadequacy.” That is, they represent a general agreement about how much is too little to live 
on, rather than how much is enough. The federal poverty measure we use today reflects outdated 
assumptions about basic household expenses. In the 1960s, most families at all economic levels spent 
about one-third of their income on food. The creators of the poverty thresholds estimated total house-
hold expenses by tripling the cost of model “food plans.”1 Other than regular updates for inflation, the 
poverty thresholds ignore critical changes in the household economy, including child care; patterns of 
food consumption; increases in energy, health care, housing and transportation costs; and geographi-
cal differences in living expenses. The federal poverty measure hides the plight of thousands of working 
families who are struggling to get by.

Self-sufficiency means more than just “getting by.” By answering the question “How much is too  
little?,” poverty thresholds identify income levels that provide a clearly unacceptable standard of living. 
An alternative economic measure, the Self-Sufficiency Standard, measures what families of all types 
and locations need to live without public or private assistance. According to the Self-Sufficiency Stan-
dard for Alabama, released in 2003, a Jefferson County family of four can meet basic needs on its own 
at a minimum income of $43,3962 (adjusted to consumer price index changes for 2005). This measure 
of economic security is 9 percent higher than the statewide “low-income” threshold (200 percent of 
the federal poverty level, or $39,942 for a family of four) used in this Working Poor Families report. 

1   �Gordon M. Fisher, U.S. Dept. of Health and Human Services, “The Development and History of the U.S. Poverty Thresholds — A Brief 
Overview,” http://aspe.hhs.gov/poverty/papers/hptgssiv.htm.

2   �Diana Pierce, Ph.D., “The Self Sufficiency Standard for Alabama,” February 2003, http://www.arisecitizens.org/AL percent20FULL 
percent20FINAL percent20with percent20MAP.pdf.

CONCENTRATION OF INDIVIDUALS EARNING BELOW  
200 PERCENT OF FEDERAL POVERTY LEVEL
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The saying “The rich get richer while the  
poor get poorer” rings especially true in Alabama.  

The state ranks 7th worst in the nation  
in terms of income inequality.
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For most of this decade, Alabama’s unemploy-
ment rate has been consistently below the national 
average.9 With job opportunities increasing, and 
an unemployment rate that approached full- 
employment levels, one would expect Alabamians 
to enjoy an increase in earnings, but that has not 
been the case for the average worker. The median 
household income for Alabama declined by 5 per-
cent between 2000-01 and 2004-05, falling from 
$39,797 to $37,502 in inflation-adjusted dollars.10

The saying “The rich get richer while the poor get 
poorer” rings especially true in Alabama. The state 
ranks 7th worst in the nation in terms of income 
inequality, with the income limit for those in the 
bottom quintile at $24,388 and the threshold for 
the top quintile at $89,513. This income gap gives 
Alabama the highest range of income inequality 
among its neighboring states. The table to the right 
indicates that incomes have increased much more 
rapidly among higher income groups than among 
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those at the lower income levels. This table reflects 
clearly that workers whose earnings remain in the 
lowest quintile over time will not make significant 
progress toward achieving self-sufficiency.11

Some would argue that low-income families could 
improve their status by merely working more. The 
average low-income working family in Alabama 
already works 2,487 hours a year – the equivalent 
of 1.2 full-time jobs. The level of effort expended 
remains high regardless of the composition of the 
family, with married low-income working families 
working the equivalent of 1.33 full-time jobs and 
single-parent low-income families working the 
equivalent of 1.1 full-time jobs. Even though low-
income working families are often engaged in work 
for more than 40 hours a week, they still are not 
earning enough to make ends meet.12

THE CHALLENGE
Bridging the prosperity gap
The challenge for policymakers is to broaden the 
scope of Alabama’s booming economic development 
to reach all segments of the workforce and bridge 
the prosperity gap. The next three chapters provide 
a roadmap to opportunities that would achieve this 
goal. Chapter 2 focuses on the state’s education and 
training system for adults, including the community 
college system, the workforce investment network 
and the state’s Temporary Assistance to Needy 
Families programs. Chapter 3 examines the state’s eco-
nomic development incentives that have proved so 
successful in luring new industry to the state. Chapter 
4 evaluates Alabama’s system of workforce supports 
that allow people to enter the workforce and remain 
on the job. Each chapter concludes with a series of 
recommendations for policymakers to consider. 

INCOME INEQUALITY IN ALABAMA
Average Income in the Early 1980s to Early 2000s
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CHAPTER 2

The Education and Training Gap

Education is widely acknowledged as the key to economic advancement, 
and Alabama’s leaders frequently express their desire for a “world class” 
school system. But general resistance toward taxes historically has kept the 
state near the bottom in rankings of retention rates, outcomes and edu-
cational expenditures per student. And heavy reliance on local property 

taxes for education continues to produce a broad 
range of investment in our schools. As with other 
quality-of-life and workforce support factors, the 
measure of our education system must reflect 
not only the average or high-end gains in stan-
dard indicators, but also our efforts to close the 
gap between high and low. 

Alabama has made significant increases in its 
commitment to education in recent years, with 
its overall education budget growing by approxi-
mately 50 percent between 2000 and 2006. Most of 
the state’s current workers, however, did not have 
the opportunity to benefit from these investments. 
More than half a million Alabamians between the 
ages of 18 and 64 remain caught in the education 
gap, lacking a high school diploma or a GED.13 Ala-
bama’s educational system has failed to equip these 
workers with the skills and certifications neces-
sary to compete in today’s global economy. And for 
many other Alabamians, education ended with high 
school graduation; less than one-third of all adults 
between the ages of 25 and 54 have an associate’s 
degree or higher.14 With the workplace becoming 
more complex, and employers demanding higher 
skill levels, many of these workers will be unable 
to compete in the job market without additional 
education and training. Until Alabama renews its 
commitment to education and training for adults, 
a basic education gap likely will persist for four 
decades or longer, until today’s 25-year-olds retire. 

The state’s success in recruiting major new inter-
national employers brings a new factor into play. 

Higher technical and educational expectations 
for prospective workers in these new industries 
demand greater investment in workforce prepara-
tion. Though the state is riding the crest of strong 
economic development, concerns about the labor 
force’s capacity to meet these demands linger. In 
July 2007, Forbes.com ranked Alabama 35th in the 
nation among “The Best States for Business.”15 This 
ranking represented an improvement from 40th the 
previous year. But a ranking of 45th in the Labor cat-
egory, which reflected educational attainment, net 
migration and projected population growth, held 
the state back in the overall assessment. A 2007 
study by the National Commission on Adult Lit-
eracy projects that Alabama will face a shortage of 
more than 100,000 college-educated workers by 
2025.16 To achieve global competitiveness, Alabama 
must rely on the re-entry pipeline – getting older 
adults back in the education system and on track 
to attaining degrees or credentials. Both the eco-
nomic success of Alabama workers and the state’s 
ability to continue to attract good, high-paying 
jobs depend upon meeting this challenge. Alabama 
must enact new policies to make certain that the 
state’s workers have the opportunities for success, 
as well as ensuring that the workforce can meet the 
needs of present and future employers.

The fact remains that too few of Alabama’s workers 
have the skills and training necessary to compete in a 
changing economy. A shocking 57 percent of Alabam-
ians over age 15 lack basic literacy, earning Alabama 
a ranking of 48th among states.17 Almost half a mil-
lion of Alabama’s working-age adults lack either a 
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high school degree or a general equivalency diplo-
ma.18 Almost half of all Alabamians aged 25 to 54, the 
prime working years, have a high school diploma or 
less, and only one-third of our citizens in that age 
range have an associate’s degree or higher.19

Among young adults aged 18 to 24, only 32 per-
cent are enrolled in postsecondary education; the 
continuing racial gap is evident in the fact that 
only 23 percent of African Americans in that age 
range are students in postsecondary institutions. 
Only 5.8 percent of adults aged 25-54 are enrolled 
in traditional postsecondary programs. In these 
indicators, and every other one related to edu-
cational attainment and access, Alabama comes 
in below the national average, usually among the  
lowest-ranked states. By any measure, there is 
ample room for improvement and expansion of 
workforce education. Substantial evidence sug-
gests that comprehensive campaigns to engage 
adult learners in educational programs pay off. 
Kentucky’s “Go Higher” campaign resulted in a 
doubling of participation in adult education programs 
in only five years, from fewer than 52,000 participants 
in 2000 to more than 124,000 in 2005.20 

The correlation between educational attainment 
and earnings is well documented. A 2004 analy-
sis by the Minnesota Population Center finds 
that average earnings for an Alabamian without a 
high school degree are only half of what an Ala-
bama resident with a bachelor’s degree earns.21 At 
one time, Alabama’s leading industries – agricul-
ture, mining, steelmaking, textiles – relied more 
heavily on workers’ brawn than on their brains. In 
the older economy, a host of factors – including 
deficient education and earning power, oppres-
sive social structures, and the traditional values 
of self-reliance and independence – kept many 
Alabamians culturally and economically isolated 
from the nation at large. The changing demands 
of a high-tech, consumer economy are making it 
increasingly difficult to get by without “connect-
ing” to the outside world through education and 
training. In keeping with the best legacy of their 

past, Alabamians must recognize that the road 
to economic self-sufficiency today crosses new 
terrain. Until voters and policymakers support pro-
grams that bridge the knowledge and skills gap, 
that road will remain impassable for many of the 
state’s low-income workers.

As more traditional industries have declined 
or relocated overseas, the state has focused its 
efforts on recruiting industries that require a more 
sophisticated skills set and higher general levels 
of education. The state has begun to realize the 
importance of investing in elementary and second-
ary educational systems so tomorrow’s workers will 
be prepared for the jobs the future holds. If Ala-
bama wishes to continue its successes in economic 
development, it must recognize that providing the 
necessary training and skills to those already in the 
workforce is equally important.

Alabama links low-income adults to training and 
educational opportunities through four primary 
systems:
• The Alabama College System, consisting of public 
two-year community and technical colleges and an 
upper-division college, under the authority of the 
State Board of Education. 
• Adult Basic Education, offered through the Ala-
bama College System.
• The Office of Workforce Development (OWD) 
of the Alabama Department of Economic and 
Community Affairs (ADECA).
• The Temporary Assistance to Needy Families 
(TANF) program, administered by the Alabama 
Department of Human Resources.

The Alabama College System
The Alabama College System consists of 21 com-
prehensive community colleges and four technical 
colleges, in addition to extensive workforce devel-
opment initiatives. During the 2005-06 academic 
year, almost 129,000 students were enrolled in col-
lege credit courses, and another 64,000 students 
were in non-credit programs and courses. The sys-
tem serves primarily Alabama students, with 95 

Almost half a million of Alabama’s working-age  
adults lack either a high school degree 

or a general equivalency diploma. 
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  �Counties having one  
or more postsecondary  
education or training site

percent of students taking classes for credit com-
ing from within the state.22 The average student is 
28 years old.23

Only half of Alabama’s first-year community col-
lege students return for their second academic year, 
and less than half of all first-time, full-time stu-
dents complete a bachelor’s degree within six years 
of college entrance.24 Of those students involved 

in career and technical education, 53 percent leave 
before attaining certification or receiving an asso-
ciate’s degree.25 The costs for tuition, fees and 
books, along with the demand for skilled workers, 
likely play a role in the decision of 21 percent of the 
career and technical education students to leave 
without a degree or certification but to obtain jobs 
in their field of study.26 The loss of these students 
certainly affects the overall educational attainment 
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level for the state, and ultimately compromises the 
state’s ability to foster an adequately trained work-
force. The link between educational attainment 
and earning capacity would indicate, further, that 
students leaving without acquiring some level of 
certification will see a corresponding decrease 
in their ability to provide economic security for 
themselves and their families.

A significant factor that likely plays a role in the state’s 
poor retention rate among students is affordability. 
While tuition at Alabama’s two-year college system 
is 59 percent of the average cost of tuition and fees at 
public four-year colleges in the state,27 costs represent 
a significant barrier for low-income students and their 
families. Tuition and fees at the lowest-priced college 
in the state would require 28 percent of the income of 
Alabama’s poorest families – those 40 percent with 
the least financial resources.28 Alabama provides only 
the most minimal need-based financial assistance 
with tuition and fees. According to the Alabama 
Commission on Higher Education, in the 2005-06 
academic year, more than 100,000 Alabama students 
met the eligibility criteria for need-based assistance. 
But because of financial limitations, fewer than 4,000 
students received assistance, with an average grant of 
only $555.29 Though the Alabama Legislature more 
than doubled the appropriation for assistance in the 

2008 fiscal year, the outlay remains woefully inade-
quate. The allocation of additional state resources 
could play a significant role in improving the state’s 
retention and graduation rates, particularly among 
low-income students.

Alabama offers non-degree career classes, but state 
policies do not support them in ways that make 
them accessible to low-income working adults. 
Financial assistance cannot be used for such 
classes, and these classes are funded similarly to 
credit classes, thus relying on tuition and fees to 
cover their costs. That makes them prohibitively 
expensive for low-income working families. These 
types of training activities can provide low-income 
adult workers with the skills necessary to compete 
for higher-wage jobs while continuing their cur-
rent employment.

Low-income workers with families face particu-
lar problems in seeking educational and training 
opportunities outside the workplace. The financial 
costs associated with tuition, textbooks and fees; 
transportation to and from education facilities; 
available child care at affordable rates; and aca-
demic schedules may conflict with work demands. 
Creation of student support services that address 
these and other barriers is necessary if Alabama’s 

low-income working families are going to 
bridge the gap and gain economic security.

Since 2000, the Alabama College System 
(ACS) has employed a detailed and compre-
hensive performance evaluation system that 
uses data from a number of indicators to mea-
sure both individual college and system-wide 
performance in career and technical educa-
tion programs. This system tracks student 
retention, program completion, academic 
performance, post-college employment and 
other factors. The resulting data reports, 
however, are prepared for internal use only 
and remain difficult for consumers and tax-
payers to obtain – or to understand. In 2006, 
the ACS began to implement a new account-
ability initiative, the College Accountability 
Performance Profile (CAPP), that purports 
to provide each college with a similar array of 
data on all students and program areas. The 
goal of the new system is to “increase recog-
nition of accomplishments of community 
colleges while providing specific areas of focus 
for improvement.”30 
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Alabama is certainly not alone in facing challenges 
in developing a system that not only identi-
fies, assesses and reports student outcomes but 
also provides sufficient data for shaping effec-
tive state policies and strengthening institutional 
performance. A comprehensive accountability 
system should provide the state with the infor-
mation necessary to help “more students access 
higher education, make transitions from one level 
of study to the next, and successfully complete 
their educations.”31 A December 2006 report by 
the Workforce Strategy Center found that most 
states “still struggle both to understand how well 
their current policies are serving these ends, and to 
use what knowledge they do have to push for con-
structive change.”32

The College Accountability Performance Profile is 
still in its infancy, yet it holds tremendous poten-
tial for providing professionals within the system,  
policymakers and the general public a clear view 
of the relative strengths and needs of the system. 
CAPP measures, among other factors: overall 
enrollment; students transitioning to four-year col-
leges and their academic achievement following 
transfer; certifications received and continuation 
of educational programs for those completing 
career and technical programs; participation and 
achievement in remedial programs; and student 
satisfaction with administrative and supportive 
services. The instrument was originally envisioned 
as a performance evaluation tool for community 
college presidents and is geared primarily for use by 
the chancellor and the members of the State Board 
of Education. Though available upon request, the 
CAPP is not disseminated to the general public.

Alabama’s postsecondary system should modify its 
utilization of CAPP to allow its use in articulat-
ing system-wide and institution-specific strengths 
and for formulating policies that would enhance 

the mission of the system. The CAPP should be 
available to students, the general public and pol-
icymakers to allow informed decisions on the 
allocation of resources and the success of the sys-
tem at meeting the educational and training needs 
of Alabama’s citizens.

The Office of Workforce Development
In 2003, Gov. Bob Riley consolidated the respon-
sibility for coordination of the state’s workforce 
development programs by creating the Office of 
Workforce Development (OWD) within the Ala-
bama Department of Economic and Community 
Affairs (ADECA). Under the federal Workforce 
Investment Act (WIA), the Office of Workforce 
Development has developed a structure aimed 
at skill training, basic adult education and post-
secondary education. Emphasis is placed upon 
the development of a stronger and more quali-
fied workforce for employers, as well as preparing 
workers for higher-wage jobs.

Alabama uses a network of 43 Career Centers 
to provide initial assessments and linkages to 
needed education, job training, employment 
referral and other workforce development ser-
vices. Even though Alabama boasts an extremely 
strong economy with a low unemployment rate, 
one would expect WIA programs to serve more 
of the state’s workers, particularly those with-
out a strong educational background. In a state 
where the number of adults without a high school 
or GED is approaching half a million, only 5,733 
received training services through WIA.33 In the 
2005 program year, 4,667 people exiting WIA 
programs received training services and gained 
employment – 62.2 percent of the total who 
exited the program. There is evidence that those 
completing the program see a significant increase 
in earning potential, with an average increase in 
earnings of $4,393 over a six-month period.34 WIA 

Only 4.6 percent of adults without a high school 
diploma or GED are enrolled in adult education, 
which places Alabama 47th among states.
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programs, while responsive to employer needs, 
have not focused on worker acquisition of broad 
skills sets that would be transferrable to other set-
tings. This limitation is reflected in the fact that 
only 52.9 percent of those receiving WIA train-
ing services received a credential. 

Alabama fails to provide any state WIA funding, 
instead relying completely on available federal fund-
ing. Since program year 2003, funding for training 
programs has decreased almost 28 percent, with a 
corresponding decrease of slightly more than 28 
percent in the number of participants receiving 
training.35 WIA participants at one time received 
a variety of support services such as child care and 
transportation, but those supports are no lon-
ger provided, primarily because of the funding 
reductions. An investment of state funds in these 
programs could allow Alabama to engage more of its 
citizens in activities directly related to educational 
attainment and skill acquisition. Such an investment 
would increase these families’ economic stability, 
reduce their reliance upon various state support pro-
grams, and increase revenues to the state through 
increased payroll and sales taxes. 

One potential funding source for diminishing WIA 
funds might be the state’s unemployment insur-
ance “offset.” Alabama, like many states, reduces 
employer contributions for unemployment insur-
ance (UI) and, at the same time, imposes a tax 
on employers for the same amount as the UI tax 
reduction. In Fiscal Year 2006, this produced rev-
enue of more than $8 million that could then be 
used for purposes other than payment of direct UI 
benefits.36 Most states use these funds to provide 
additional training services to meet the needs of 
certain industries or skill development of workers; 
Alabama directs all of these funds to job placement 
activities of the State Employment Service. Ala-
bama’s rationale has been to expend funds in this 
manner to minimize UI costs to employers, and to 
minimize the amount of time eligible recipients 
receive unemployment insurance benefits. 

With the recent record-low unemployment rates, 
an evaluation should be undertaken to determine 
if the current spending plan is meeting the needs 
of low-income Alabama workers and current and 
future employers. The utilization of these UI 
“offset” funds in this manner could minimize the 
impact of dwindling federal financial support for 
WIA programs and services.

Adult basic education
Adult basic education (ABE) programs are avail-
able, without cost, throughout Alabama. Current 
resources enable the state to provide these educa-
tion programs on demand without a waiting period, 
though the utilization rate is poor. Only 4.6 percent 
of adults without a high school diploma or GED are 
enrolled in adult education, which places Alabama 
47th among states.37 If Alabama is to improve the 
capacity of its workforce and meet the demands of 
potential employers, it must engage more partici-
pants in adult education programs.

As in other education and training programs in Ala-
bama, the emphasis of adult education is on job 
acquisition rather than career credentialing. Par-
ticipants in adult education programs select one of 
four goals for their efforts: gaining employment, 
retaining employment, completing requirements 
for a GED, or entering postsecondary education. 
Outcomes are most favorable for those citing 
employment-related goals: Of those aiming to enter 
the workforce, 89 percent do so, and 83 percent of 
those with a goal of job retention are successful by 
that measure.38 Only 8 percent of Alabama’s adult 
education participants select continued education 
as a goal.39 Alabama’s adult education programs 
should be encouraging participants to continue 
their education and should focus efforts on ensur-
ing a smooth transition from adult basic education 
programs to the postsecondary system. 

The State of Washington’s Integrated Programs for 
Low-Income Students could be a useful model. By 
partnering English as a Second Language (ESL) and 
Adult Basic Education instructors with professional-
technical instructors in the classroom, this program 
challenges the notion that basic educational needs 
must be met before workforce training begins.

Though a sizable portion of Alabama’s workforce 
is in need of adult basic education and literacy pro-
grams, the state allocates only $12.09 per year for 
individuals without a high school degree or GED. 
Such investments by other Southeastern states 
range from $7.41 in Tennessee to $207.49 in Flori-
da.40 A reasonable goal of moving Alabama to the 
regional average ($46.73) would offer significant 
increases to serve this population.

Temporary Assistance for Needy Families 
Alabama policies prioritize job acquisition over train-
ing activities in an effort to move TANF recipients off 
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welfare rolls as quickly as possible. Like many other 
states, Alabama has seen a dramatic decrease in the 
number of welfare recipients since the enactment of 
the Personal Responsibility and Work Opportunities 
Reconciliation Act of 1996. The current caseload of 
less than 18,500 includes only approximately 10,000 
adults.41 In today’s booming economy, the state’s 
Temporary Assistance for Needy Families (TANF) 
benefit structure, among the lowest in the nation, has 
prompted thousands of adults to leave the benefit rolls 
rather than complying with program requirements. 

Alabama has maximized the flexibility provided for 
in the federal legislation and transferred the max-
imum amount allowable from the TANF Block 
Grant to the Child Development Block Grant and 
to the Social Service Block Grant in most years since 
TANF began in 1996. Though those programs repre-
sent significant needs in the state, the ongoing shift 
of 30 percent of available TANF funds has deprived 
TANF recipients and other low-income individuals 
of access to job training and skills programs initially 
envisioned for the program. A low benefit structure, 
limited resources and the significant barriers fac-
ing adult TANF recipients have resulted in minimal 
TANF-funded training opportunities for recipients. 
Only 6.5 percent of Alabama’s adult TANF recipients 
are engaged in education or skills training activities.42 
The only training opportunity available to low-in-

come non-recipients funded through TANF is a small 
fatherhood initiative program that provides limited 
training opportunities to non-custodial parents.

Alabama counts time spent in education and train-
ing against a TANF recipient’s maximum benefit 
award period. The state does not match individual 
development accounts (IDAs) for TANF recipi-
ents. Employed recipients and former recipients 
may receive financial assistance with work and 
transportation expenses as they transition to full 
employment. Again, perhaps as a reflection of the 
state’s low benefit structure, TANF recipients who 
leave the program for employment tend to remain 
employed; 61 percent of Alabama’s TANF recipi-
ents are employed nine months after placement, a 
rate above the national average.43

While minimal data are available on those exiting 
the TANF rolls and on work participation rates, 
there is no source of information about former 
TANF recipients’ ability to achieve economic self-
sufficiency. Some states, such as Arkansas, measure 
the percentage of TANF exiters who earn above 
poverty level wages. The data allow the state to 
measure the TANF program’s success in moving its 
participants toward self-sufficiency, which reduces 
the likelihood that exiters will return to the pro-
gram in the future.



POLICY AGENDA 

Bridging the education and training gap

The Alabama College System
The inadequacy of Alabama’s need-based financial 
assistance hampers access to postsecondary educa-
tion for all of the state’s low-income citizens, but 
perhaps no group more severely than adults with 
families. Faced with job and family responsibilities, 
many workers find the cost of education and skills 
training simply beyond their reach. In addition, 
those job and family responsibilities pose unique 
problems for adult learners, who may encounter 
difficulties in balancing competing demands. Only 
half of Alabama’s first-year community college stu-
dents return for a second year. With the skill and 
knowledge requirements for new jobs becoming 
increasingly sophisticated, such attrition is a loss 
our economy simply can’t afford. An investment in 
academic and personal guidance services and sup-
plemental supports can be a cost-effective means 
to help these students increase their retention and 
completion rates.

Though the 2007 Legislature voted to double the 
funds available for the state’s needs-based financial 
assistance program, that action will allow minimal 
assistance to only 8 percent of the eligible students. 
Recent strong growth in revenue for the Educa-
tion Trust Fund makes the present a prime time to 
create new opportunities for low-income working 
families to pursue postsecondary education.

[ Alabama should continue to allocate additional 
funds for need-based financial assistance.

[ Until need-based financial assistance pro-
grams are fully funded, Alabama should 
designate at least 25 percent of available funds 
to provide assistance to adult learners.

[ To provide assistance to Alabama’s working 
families who may not meet eligibility crite-
ria for need-based programs, matching funds 
should be allocated for the creation of Individ-
ual Development Accounts (IDAs) to be used 
for education-related expenses.

[ Alabama should increase its support of aca-
demic and personal guidance services and other 
supports geared toward increasing the reten-
tion and completion rates of adult learners.

[ To provide accountability for program per-
formance, including student performance, 
retention and advancement, the Alabama 
College System should proceed with the 
implementation of College Accountability Per-
formance Profile (CAPP). The focus of CAPP 
should change from evaluation of the perfor-
mance of community college presidents to a 
review of the overall success of the postsecond-
ary system in meeting the educational needs of 
Alabama’s citizens. The CAPP should be easily 
accessible to citizens and policymakers. 

The Office of Workforce Development
Alabama’s workforce development system serves 
relatively few of our residents who have limited 
educational levels or skill attainment. Faced with 
diminishing federal financial resources, Alabama 
needs to invest state resources to serve the needs 
of this population, as well as ensure an adequately 
trained workforce for new industries. Both the 
number of adults receiving training and the federal 
funds available for these training programs have 
decreased significantly in recent years. Provision 
of education and skill acquisition programs offers 
low-income families a direct route to increase pros-
perity and financial stability.

[ Alabama should provide state funding com-
mitments to offset the loss of diminishing 
federal participation in WIA programs. An 
examination should be undertaken to determine 
whether funds generated through the state’s 
Employment Security Enhancement Act could 
be better utilized in such training programs.

[ Alabama should actively market training pro-
grams to those half a million citizens who lack 
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a high school degree or equivalency. The train-
ing should encompass broad skill sets that are 
transferrable to multiple settings.

[ Alabama should track the earnings of WIA 
participants over a longer period of time to 
determine whether programs are successfully 
equipping participants with the knowledge and 
skills necessary for increased earning capacity.

Adult Basic Education
Only 3.8 percent of Alabama’s citizens without a high 
school degree or equivalency are enrolled in adult edu-
cation programs in the state, and only 8 percent of 
those who do enroll set a goal for postsecondary edu-
cation. Alabama needs to launch a public education 
program to encourage participation in adult education 
programs and to identify pathways that allow citizens 
to progress from ABE to postsecondary education. 
Returning more Alabamians to an education pathway 
will require a significant investment of state funds.

[ Alabama should launch a comprehensive 
public education campaign to increase partici-
pation in its adult education programs.

[ Alabama should increase its investment of adult 
education programs to the Southeastern average.

[ Alabama should develop and implement 
clear and easily accessible pathways from adult 
education programs to postsecondary educa-
tion programs.

Temporary Assistance for Needy Families
Alabama’s TANF benefit structure is among the 
lowest in the country, and the program provides 
training and educational programs to only 6.4 per-
cent of adult TANF participants. One explanation 
for this status lies in the fact that Alabama trans-
fers 30 percent of the TANF Block Grant to meet 
other human service needs. This action effectively 
reduces the funding available to meet the needs of 

this special group and to offer them opportunities 
that will lead to increased self-sufficiency.

[ Alabama should reduce the transfer of 
TANF Block Grant funds to other programs 
and direct these resources to meet the educa-
tional and skill development needs of program 
participants.

[ Alabama should track adults leaving TANF 
rolls to determine whether program participation 
has, in fact, led to increased self-sufficiency.
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CHAPTER 3

The Employment Gap

Alabama’s growing economy may appear at first glance to be meeting the 
employment needs of the state’s citizens, but a closer look reveals gaps – 
with many Alabamians not participating in that growth. A July 2007 report 
by the Wachovia Economics Group referred to Alabama’s “quiet economic 
boom,” in which the state’s gross domestic product grew 3.2 percent over

the previous year while the national economy grew 
by just 1.9 percent.44 For most of the last decade, 
Alabama’s unemployment rate has been signifi-
cantly less than the national rate. One would expect 
that this strong employment record and robust 
economy would be reflected in the pocketbooks of 
Alabama’s workers, but during the period 2000-01 
to 2004-05, the median household income (in 
adjusted dollars) actually fell 5 percent, from $39,465 
to $37,502.45 And despite that record low unemploy-
ment rate, Alabama’s labor force participation rate 
ranked 44th among states.46 

Even though news of successful major industrial 
recruitment efforts fills the airwaves, the resulting 
growth in jobs conceals a corresponding growth in 
the wage gap. Alabama’s economy is increasingly 
reliant on service-sector employment – such as 
hotel and restaurant work, retail sales and clerical 
support – which traditionally offers lower wages 
than other sectors. The occupational sector that is 
expected to see the highest number of jobs created 
during the next 10 years is office and administra-
tive support occupations.47

In 2005, occupations that generally pay below 200 per-
cent of the poverty level accounted for 79.4 percent 
of all jobs in Alabama. 48 The Alabama Department 
of Industrial Relations projects that employers in the 
state will add 299,360 new jobs between 2004 and 
2014, but the greatest growth will come in low-wage 
sectors.49 The table on Page 28 reflects the top five 
occupations in terms of projected job growth through 
2014. With the exception of registered nurses, none 

of these growth occupations comes near providing 
an income equal to 200 percent of the poverty level. 
These lower-income jobs frequently require only a 
high school degree or less and provide low wages and 
few benefits. As these jobs proliferate, working fam-
ilies will face challenges in achieving self-sufficiency, 
no matter how hard they work.

More than 2.1 million people over the age of 16 
make up Alabama’s workforce. The overall labor 
force participation rate – the percentage of the 
population over the age of 16 who are working 
or actively looking for work – was 62.5 percent, 
slightly below the national average of 66 percent. 
To make ends meet, almost 95,000 workers in 
Alabama hold more than one job. Alabama work-
ers strive hard each day to provide for themselves 
and their families and to better their communities. 
But individual advancement in today’s economy 
requires more than just individual effort. In pro-
moting job creation, state policymakers have taken 
a largely quantitative approach, rather than defin-
ing goals that would offer low-income workers 
more opportunities to establish economic secu-
rity and improve their families’ well-being.

The gap in job creation
Alabama has seen striking success in the use of 
economic incentives and tax credits to generate 
large-scale employment opportunities. Beginning 
in 1993 with the announcement that Mercedes-Benz 
would construct its first U.S. assembly facility in 
Alabama and continuing though the 2007 announce-
ment that German conglomerate ThyssenKrupp 
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would construct a $3.7 billion steel-making facility 
near Mobile, the state has achieved a stellar record 
of industrial recruitment. A number of national 
publications have recognized Alabama’s efforts; 
for example, Site Selection designated the Alabama 

Development Office as the top economic devel-
opment agency in the United States for both 2004 
and 2006.50 A 2006 poll of site-selection consul-
tants by Expansion Management ranked Alabama as 
having the nation’s best workforce training incen-
tive program, the Alabama Industrial Development 
Training (AIDT) Institute.51 

Though it is administered under the state’s post-
secondary college system, AIDT functions as 
a training service for incoming and expanding 
industries. In 36 years of operation, the program 
has provided free skill development for thousands 
of Alabama’s workers, but its success is measured 
in terms of the product it delivers free-of-charge 
to employers: recruitment, assessment and job- 
specific training of potential employees; develop-
ment and production of training materials; and 
provision or, in some cases, construction of train-
ing facilities. AIDT does not, for example, provide 
educational certifications unless the employer spe-
cifically requests such certification for trainees. 

AIDT represents a significant investment of 
state resources as part of Alabama’s comprehen-
sive industrial recruitment incentives; the value to  
ThyssenKrupp of training activities alone is set at $67 
million.52 In the absence of any required assessment 
of AIDT’s impact on the workforce in general, it is 
impossible to determine whether low-income work-
ing adults receive benefit from these incentives. These 

3500

3000

2500

2000

1500

1000
	 Manufacturing	 Registered Nurses	 Waiters &	 Food Preparers	 Retail Sales
          Team Assemblers		  Waitresses		  Person

Occupations with Highest Projected Job Growth

Source: ACPP analysis of Alabama Department of Industrial Relations, Occupational Statistics —  
2014 projections and 2007 Statewide Employment and Wage Estimates

A
V

ER
A

G
E 

A
N

N
U

A
L 

JO
B 

O
PE

N
IN

G
S

$12.69/hr	 $24.63/hr	 $6.63/hr	 $7.75/hr	 $10.85/hr



Alabama’s Working Families  29

recruitment efforts have brought a number of large, 
national and international companies to Alabama and 
created thousands of well-paying jobs. Between 1996 
and 2006, notices of intent to qualify for corporate 
income tax credits were file by 737 corporations, rep-
resenting the creation of an estimated 84,000-plus 
jobs and an anticipated capital investment of almost 
$17 billion.53 Alabama uses a mixture of “up-front” 
incentives (including property acquisition, site prep-
aration, infrastructure development and job training), 
tax exemptions and tax credits to recruit prospective 
industries to the state. Recent recruitment efforts 
have attracted considerable attention for their lav-
ish up-front incentives – the state and local outlay for 
the ThyssenKrupp deal, for example, totaled $811 
million.54 But it’s actually the capital investment tax 
credits that offer qualifying companies the largest 
advantages over the long haul, making it possible to 
recover their full capital outlay. 

Enacted in 1995, the state’s corporate tax credit pro-
vides a credit of up to 5 percent of the qualifying 

industry’s capital investment to be applied toward 
the industry’s state corporate income tax.55 The ini-
tial legislation requires an average hourly wage of 
only $8 or an average total compensation of $10 an 
hour, including unspecified “benefits.” Employers 
involved in the direct food processing of agri-
cultural products, however, need not meet this 
minimal standard. Such employers are required 
only to provide a wage “subject to the local labor 
market.” The credit is available for a period of up 
to 20 years. In 2001, the tax credit was amended 
to reduce the thresholds for new employees and 
for capital costs for projects locating or expanding 
in a “favored geographic area.” The credit statute 
was again amended in 2007 to provide additional 
abatements and credits to companies investing at 
least $2.5 billion in capital construction and creat-
ing at least 2,000 jobs with unspecified “benefits.” 
The 2007 amendments extend to 30 years the time 
in which the qualifying industry may recover capi-
tal costs, continuing with the cap of no more than 
5 percent per year.

A Red-Carpet Welcome

Alabama beat Louisiana in the battle for a $3.7 billion ThyssenKrupp (TK) steel plant in June 2007, but 
the victory was a costly one. TK will receive more than $811 million in upfront payments and tax breaks 
from state and local governments in exchange for building the steel plant, scheduled to open in north-
ern Mobile County by 2010. About $461 million of those incentives will consist of upfront payments, 
including $314 million that will go to the company in cash, while $350 million will come in the form of 
tax breaks. To earn all of the incentives, the company will have to employ at least 2,000 people within 
three years after opening and then continue to do so for two years thereafter.1� 

The enticements don’t stop there. TK will benefit from a tax credit that, at an unknown cost, essen-
tially will exempt the company from state corporate income taxes for 30 years. In addition, the State 
Port Authority plans to spend $115 million on a Mobile Bay facility to make it easier to move steel from 
oceangoing ships to barges. And Alabama’s agreement with TK contains a pledge that the state “shall 
use its best efforts” either to defeat any state legislation that would increase energy taxes or to seek 
an exemption for TK.2

1   �Jeff Amy and Dan Murtaugh, “Steel Mill Incentives Accord Signed,” (Mobile) Press-Register, June 7, 2007, http://blog.al.com/
pr/2007/06/steel_mill_incentives_accord_s.html.

2  Ibid.

Enacted in 1995, the state’s corporate tax credit 
provides a credit of up to 5 percent of the qualifying 
industry’s capital investment to be applied toward 
the industry’s state corporate income tax.
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Alabama provides an educational tax credit of 20 
percent to employers who provide or sponsor a 
program that enhances basic education skills of 
employees up to and including the 12th grade level. 
While this tax credit represents the state’s recog-
nition of the importance of basic skill acquisition, 
it is impossible to determine the utilization of this 
credit and its impact on Alabama’s workers. The 
initial legislation creating the tax credit does not 
require any type of reporting mechanism for this 
credit, and efforts to determine utilization from 
both the Alabama Department of Revenue and the 
Alabama College System were unsuccessful.

With this array of business incentives, who benefits?

Evaluating the impact of industrial incentives 
It’s obvious that Alabama’s incentives and cred-
its are producing results. Between 2002 and 2005, 
annual earnings in the state increased from $54.3 
billion to $62.4 billion.56 During that same period, 
Alabama’s unemployment rate fell from 5.1 percent 
to 3.6 percent.57 The number of working Alabam-
ians increased by more than 83,000.58 Yet despite 

these gains, Alabama’s median household income 
declined during this same period.

It is difficult to evaluate the impact of these incen-
tives on low-income workers in Alabama. Citing 
confidentiality laws, the Alabama Department of 
Revenue reports only aggregate information on 
tax credits sought, capital investments and credits 
claimed (see chart above).

Available data do point to one trend that may be 
significant. We know that in 2001, twenty-
three counties met the criteria as “favored 
geographic area,” offering reduced require-
ments for eligibility for the capital tax credit. 
Favored geographic areas are determined 
each year on the basis of three criteria: per-
cent change in population over the most 
recent five-year period; personal per capita 
income in the most recent calendar year; 
and the average percentage employed over 
the past 12 months.59 In 2006, seventeen 
of the original 23 counties had not shown 
sufficient improvement and still were con-
sidered to be “favored geographic areas.”60 

Enterprise Zones

Alabama provides additional tax credits and exemptions 
to 27 economically depressed, largely rural areas desig-
nated as Enterprise Zones. Qualifying entities can apply a 
tax credit of up to $2,500 per new permanent employee 
against the income tax liability and/or the business priv-
ilege tax liability of the operation. Alternatively, the 
exemption can be applied to the operation’s income, sales 
and use tax, as well as its business privilege tax liability.

Recap of Capital Credit Program

CAPITAL CREDITS CLAIMED

1995-2003 $48,759,797

2004 $45,025,240

2005 $34,324,981

2006 $41,631,715

TOTAL $169,741,733

Source: Alabama Department of  
Revenue, Capital Credit Annual 

Reort Summary, March 15, 2007

Data based on Income Tax Capital Credits Claimed in Reporting Year

JOBS CREATED

ESTIMATED ACTUAL 

62,932 23,600

8,131 4,286

4,517 4,146

8,665 1,946

84,245 33,978

PROJECT COSTS

ESTIMATED ACTUAL

$13,657,044,288 $6,415,081,249

$987,822,512 $1,110,081,384

$576,335,638 $1,186,330,744

$1,564,558,941 $372,327,657

$16,785,761,379 $9,083,821,034

NOTICES OF PROJECTS

INTENT PLACED IN SERVICE

1995-2003 529 199

2004 86 30

2005 50 38

2006 72 23

TOTAL 737 290

Data based on Notices of Intent and Notices of Projects in Service Received in Reporting Year



Again, because of confidentiality rules related to 
income tax records, no information is available regard-
ing the impact of Alabama Enterprise Zones or the 
utilization of the education tax credit.

Our neighboring state of Mississippi has taken a 
different approach in its primary business assis-
tance program, Advantage Jobs, which targets the 
creation of full-time jobs with wage standards and 
health coverage. Depending upon the specific type 
of industry, qualifying companies must meet wage 
requirements ranging from the average annual 
wage for the state or county to 150 percent of the 

average state wage.61 Requirements such as this, 
though not specifically aimed at low-income work-
ers, might prove effective in improving earning 
capacity among Alabama’s low-income workers.

While training and education are important compo-
nents of a strategy to move working families toward 
self-sufficiency, a comprehensive economic develop-
ment strategy that targets the creation of good-paying 
jobs with benefits for all workers is necessary to achieve 
this goal. Alabama’s successes thus far have not reached 
the lower rungs of our economic ladder, and opportu-
nities are available to help the state bridge this gap.

POLICY AGENDA 

Bridging the gap with employment opportunities
Alabama’s system of incentives and tax credits 
requires little more of companies than to create a 
defined number of jobs. The state can make great 
progress in improving the economic security of its 
low-income working families by requiring the qual-
ifying companies to meet specific goals in wages, 
benefits and targeted recruitment. Implement-
ing a structure, similar to that used in Mississippi, 
that would require qualifying industries to pay 
wages that meet or exceed the average annual sal-
ary would prevent the current situation of “wage 
stagnation,” where minimum wage requirements 
become outdated over time.

[ Alabama should modify its tax credit statutes 
to require that qualifying industries provide an 
average hourly wage that is equivalent to the 
prevailing average annual wage in the state.	

[ The exception to the minimum wage require-
ment in Alabama’s tax credit statutes for 
processors of agricultural food products should 
be eliminated.

[ Alabama should modify its tax credit statutes 
to require qualifying industries to target a cer-
tain percentage of newly created jobs toward 
low-income workers. The credits could increase 
according to the percentage of low-income 
workers hired beyond the targeted level.

[ Alabama’s tax credit statutes should require, 
at a minimum, that qualifying industries 

provide health insurance benefits for their 
employees.

[ Alabama’s workforce development incentives 
consist of job-specific training for the benefit 
of new and expanding industries. The state 
should modify its policies to provide trans-
ferrable skill training that is targeted toward 
low-income workers. Reporting systems should 
be developed that provide objective data on the 
outcomes of such targeted training efforts.

Alabama does not provide sufficient information for 
taxpayers and policymakers to assess whether the 
effects of the state’s industrial incentive and tax credit 
programs justify their significant costs. The following 
steps should be implemented to enhance the ability of 
residents to assess economic development strategies.

[ Alabama should adopt a measure requiring 
an annual tax expenditure report to provide 
citizens clear information on costs associated 
with economic development activities.

[ Alabama should provide an annual report 
reflecting the total amount expended for eco-
nomic development incentives and tax credits 
by county to allow policymakers to adjust 
these programs to impact communities of 
greatest need.

[ Alabama should report annually the maxi-
mum credit for which each qualifying industry 
is eligible.

Alabama’s Working Families  31

Data based on Income Tax Capital Credits Claimed in Reporting Year



32  Bridging the Gap



Alabama’s Working Families  33

CHAPTER 4 

The Workforce Support Gap

A strong “bootstraps” ethic of personal responsibility accounts for many 
notable successes in Alabama’s political, cultural, economic – and athletic 
– history. Running deeper still, perhaps, is a stubborn pride that historian 
Wayne Flynt has identified as a defining trait among the poor, disenfran-
chised White Alabamians who long made up the state’s majority. Together, 
these independent streaks may help explain Alabama’s traditional failure to

invest in the common good. Public policy generally 
favors employers over employees, higher earners 
over lower earners, and efforts to make even modest 
policy changes in support of low-income working 
families often face fierce opposition.

A July 2007 policy brief by the Urban Institute high-
lights this reluctance to offer anything beyond minimal 
supports to working families. The brief reviews the pri-
mary federal and state work support programs – child 
care, food stamps, federal and state earned income tax 
credits, Medicaid and State Children’s Health Insur-
ance Programs – in 44 states for which data were 
available. Only four states invested less per capita than 
Alabama. Of our neighboring states, all invested more 
in low-income families than Alabama did.62 

Wages
Almost half a million Alabama workers over the age 
of 18 hold low-wage jobs.63 In 2005, a low-wage job 
was defined as one with earnings of $9.59 an hour 
or less, adjusted to the state cost-of-living index. Fre-
quently, these low-wage jobs fail to provide benefits 
to their employees. As a result, half a million workers 
between the ages of 18 and 64 lack health insurance64 
and 1.2 million lack an employer-provided pension.65 
With the prevalence of low-wage jobs, state policies 
should insure that adequate supports are in place to 
help Alabama’s workers achieve economic security.

Child care
Alongside inadequate transportation, lack of access 
to child care is consistently identified as a leading 

barrier to employment for low-income families. 
Working families with household incomes at or 
below 50 percent of the state median income are 
eligible for subsidized child care. In March 2007, 
Alabama provided subsidized child care to 32,148 
children, an increase of almost 4,000 from March 
2005, but well below the almost 40,000 children 
served in March 2003 prior to that year’s funding 
cutbacks.66 Capacity for this vital service almost 
always exceeds demand, as indicated by a waiting 
list that generally exceeds 5,000 at any given time. 
However, waiting lists are notoriously unreliable as 
quantitative measures. For example, some children 
on the waiting list have aged out of the need cate-
gory before receiving service, while the length of the 
list itself discourages some families from applying.

Alabama does not pay child care providers at 
the recommended 75 percent of fair market rate. 
According to Alabama’s FY 2008-09 state plan 
for child care services, reimbursement varies by 
region, ranging from a high of the 70th percentile 
for center-based, infant-toddler care in the Bir-
mingham region to a low of the 30th percentile 
for family/group home care in rural regions. The 
average for all rates is at the 38th percentile.67 This 
low reimbursement rate strains the system in two 
ways, making it difficult both to enlist and retain 
competent providers and to offer high-quality pro-
grams with insufficient resources. 

The Alabama Department of Human Resources sets 
co-payment requirements for child care services on 
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the basis of family income, and the state does not 
automatically exempt poverty-level families from co-
pays. For example, a family of four with an annual 
income of $6,192 would be required to provide a co-
pay for child care services. 

Health care
Alabama’s Medicaid program serves approximately 
900,000 individuals, or one of every five Alabamians. 
Faced with chronic funding shortfalls and expand-
ing rolls, the state provides one of the most minimal 
programs in the country. Alabama’s Medicaid for 
Low-Income Families (MLIF) eligibility group, for 
example, limits monthly income to the equivalent 
of 26 percent of the federal poverty level. At this 
extremely low income level, only 44 percent of unin-
sured eligible recipients utilize Medicaid.68

Thirty-six percent of Alabama’s low-income work-
ing families have at least one parent without health 
insurance,69 and the state has no health care subsidy 
available to either employers or their employees. 
Lack of insurance can lead to significant loss of 

income for routine medical problems, and a serious 
accident or long-term health problem can shatter 
an uninsured family’s financial security. 

Unemployment insurance
Probably the most direct route back to employ-
ment for many unemployed workers is education 
and training. Alabama, however, makes it difficult 
for these individuals to meet even basic needs. 
The maximum weekly benefit available to eligi-
ble workers is $210, ranking Alabama 49th among 
states; the average maximum weekly benefit for 
Southeastern states is $286.70 Alabama does allow 
students involved in GED classes, college or a 
vocational school to receive unemployment bene-
fits, but recipients must agree to change their class 
schedule or withdraw from the program upon find-
ing employment. 

Worker’s compensation
Alabama provides the 12th highest worker’s com-
pensation minimum weekly benefit rate in the 
nation at $173.71 Though relatively generous by 
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Alabama’s Medicaid for Low-Income Families 
(MLIF) eligibility group limits monthly income to the 
equivalent of 26 percent of the federal poverty level.
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national standards, this is far less than that required 
to keep a family with two children out of poverty.

Regressive tax system
The combined local and state taxes for Alabama 
families in the lowest quintile amount to 10.6 per-
cent as a share of annual household income.72 At first 
glance, this rate would appear to compare favorably 
with other states, but a closer look reveals the unfair 
distribution of tax obligations across the income 
spectrum. Alabama is consistently ranked as hav-
ing one of the lowest total tax burdens, yet one 
of the most regressive tax systems in the country. 
While the poorest 20 percent of our neighbors pay 
almost 11 percent of their income in taxes, those at 
the top of the income scale pay only 3.8 percent of 
their income in taxes. Alabama is also one of only 
two states that fully tax food purchases and one of 31 
states without a state Earned Income Tax Credit. 

Until 2007, working Alabama families began pay-
ing income taxes when earnings reached an annual 
level of $4,600 for a family of four. Changes made 
to the state’s code in 2006 have increased that 
threshold to $12,600, still far below the federal 
poverty level. 

Transportation
One of the most consistently identified barriers to 
economic advancement for low-income families is 
the lack of public transportation throughout our 
state. In 2005, Alabama was one of only four states 

in the nation – the only state east of Colorado – that 
refused to make an investment of state revenues in 
public transportation programs.73 The result is a 
public transportation program that at best is inad-
equate for user needs and at worst is non-existent. 

To access federal funds for public transportation, 
local governments or private entities must provide 
the entire amount of the required match. Because of 
constitutional restrictions on county and municipal 
authority to generate revenue, the fixed-route sys-
tems that do operate in most urban areas offer only 
partial geographical coverage and limited hours of 
service. Seventeen counties, primarily those with 
high rates of poverty, have been unable to raise the 
required match and therefore lack any transit system 
that could broaden residents’ access to employment, 
health care, commerce and entertainment. 

How our income tax threshold compares
Alabama’s income tax threshold remains one of the three lowest in the 
country, even after the Legislature increased it in 2006 from $4,600 a year 
to $12,600 a year for a family of four. But it hasn’t always been that way. 
When Alabama’s income tax rates were set in 1936, the state’s tax thresh-
old at the time — $3,600 — meant that only about 7,000 people in the 
entire state, or less than one-fourth of 1 percent of the population, made 
enough to owe any taxes at all.

Today, though, Alabama’s threshold lags behind those of its neighbors. 
Mississippi’s income tax kicks in for families of four at $19,600 a year, 
while Georgia begins to tax such families at $15,900 a year. (Florida and 
Tennessee do not assess income taxes.) Other Southern states also have 
higher thresholds for families of four, including Louisiana ($16,900), North 
Carolina ($19,400) and South Carolina ($27,000).
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POLICY AGENDA 

Bridging the gap with stronger workforce supports

Child care
Along with lack of transportation, lack of access to 
quality child care is consistently cited as a leading 
barrier to employment for low-income families. 
Alabama could improve its child care program by 
increasing state funding to accommodate the wait-
ing list for services and by eliminating the required 
co-pay for families with incomes below the fed-
eral poverty level. The state could greatly improve 
the accessibility and quality of services received 
by children in child care programs by increasing 
provider reimbursements to match program costs 
more closely.

[ Alabama should increase its investment in 
quality child care programs by increasing the 
reimbursement to a minimum of 50 percent of 
the fair market rate.

[ Alabama should eliminate the co-pay for 
families with incomes below the federal pov-
erty level.

[ Alabama should increase its commitment of 
state dollars to reduce the number of eligible chil-
dren on a waiting list for available child care.

Health care
More than 63,000 low-income working families 
have at least one parent without health insurance. 
Eligibility for Medicaid for Low-Income Families 
(MLIF) limits monthly income to the equivalent of 
26 percent of the poverty threshold. Time lost from 
work because of illness hinders both the individ-
ual’s ability to meet financial responsibilities and 
the employer’s ability to meet productivity stan-
dards. Policymakers need to take action to begin to 
address the health insurance crisis in our state.

[ Alabama should implement financial incentives 
that encourage small employers to provide health 
care benefits to their employees and families.

[ Alabama should raise the income cap for 
Medicaid participation by working families to 
130 percent of the federal poverty level (equal 
to the income cap for Food Stamps).

Unemployment Insurance
Alabama provides one of the nation’s lowest 
maximum benefits to eligible workers. Loss of 
employment, in and of itself, can be devastating 
to an individual. The inability to meet even basic 
needs can drive a family into financial ruin from 
which they may never recover.

[ Alabama should increase the maximum 
weekly benefits allowed under its unem-
ployment compensation program to the 
Southeastern U.S. average.

Taxes
Alabama relies on a regressive tax system that 
places a disproportionate burden on low-income 
working families.

[ Alabama should remove the state sales tax 
from grocery purchases.

[ Alabama should raise the threshold for 
state income tax to the federal poverty level 
by modifying dependent and standard deduc-
tions. Those changes should be indexed to 
inflation to ensure ongoing tax fairness.

Transportation 
Rising energy costs hit low-income families par-
ticularly hard, and in many areas of the state, they 
have no options available other than using their 
personal vehicle to seek work and, once employed, 
get to work regularly. A comprehensive state pub-
lic transportation policy with state financial 
support to local entities would offer low-income 
workers both reliable transportation and a wider 
radius of employment opportunities. In addition, 
a state-supported transit system would benefit all 
Alabamians by reducing demands on the state’s 
highway infrastructure and improving urban and 
suburban air quality. 

[ Alabama should provide a dedicated state 
revenue source for public transportation pro-
grams throughout the state.
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