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The Middle Class Income
Squeeze:
Relentless, Persistent,
and Accelerating




Family Incomes Did Poorly in the 2000s
Real Median Household Income Growth Across Peak Years
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Real Median Income, Working-Age Households,
1989-2007
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The top 1% has done very well, more than doubling their share of income
from 1979 to 2006. The income of the top 1% grew to about 23%, or an
average of $1.3 million per household.

30%
2006: 22.9%
25% - .
()
E (0)
S 20% -
=
[
2 15% -
°
et
©
o 10% A
5% 1979: 10.0%
0% T T T T T
1913 1923 1933 1943 1953 1963 1973 1983 1993 2003

Source: Author's analysis of Piketty and Saez (2006).



I————————————————————.,.
Disparate Income Growth

Household income growth, including capital gains, 1973-2006
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Unbalanced Income Growth
Share of income growth by income group, 1989-2006

Share of
Income growth,

1989-2006
Top 10 percent 90.9%
Top 1.0% 59.0%

Top 0.1%

Remaining top 1% 23.6%
Next 9% 31.9%
Bottom 90 percent 9.1%

Source: Authors' analysis of Pikkety and Saez (2008).



Generating Inequality

Moving upwards to the very top via:
1. Wage disparities

2. Expanded and concentrated capital
income




Wage Disparities




Unbalanced Earnings Growth

Growth in annual earnings by wage group, 1979-2007
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Growing Wage Disparities

Ratio of wages of highest earners to those of bottom 90%, 1947-2007
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CEOs made on average 27 times as much as a typical worker in 1973,
but they made 275 times as much in 2007.
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Shift To and Among
Capital Income

Capital income’s share of total
income and returns to capital are
their highest in any of the last four
recoveries




-
Capital income has become
far more concentrated
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Capital shares in the
corporate sector, 1959-2007
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Consequences of
Higher Returns:

A 4.4% lower hourly compensation
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