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The importance of the middle class

“The most perfect political community is one in
which the middle class is in control, and
outnumbers both of the other classes.”

Aristotle
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Our Panel and the middle class

“In the current economic crisis, many middle class families find
themselves caught up in a context of social exclusion, where not
even their economic survival is guaranteed” - Sagrario

“These are the disaffected middle class who work hard and play by
the rules of society, but increasingly see their situation declining by
forces beyond their control” - Tim

“The Great Recession has put the spotlight on the so-called
'squeezed middle’ but the reality is that the ‘squeeze’ started long
before. The growth models of developed economies have driven a
gap in living standards and wealth that is not sustainable in the
long term.” - Brian

"One consequence of these large gains at the top of the distribution
has been that middle-class families have often lost ground relative
to the economy-wide average - the so-called phenomenon of the
hollowing out of the middle-class” - Marco
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Share of the middle class fell for most
countries between 1980s and late 2000s
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b Change in share of people between half and twice median income from early 1980 and late 2000 5
€a.gov using calculations from LIS data by Nathaniel Johnson



But there has been an increase in the middle

when we look globally

The global distribution of income, logarithmic scale
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The changes in the median depend on our

measurement and concept of income

140.0%

Percentage growth in mean quintile income using alternative definitions of income*, 1979 - 2007

B Household Money income (Census)

120.0%

B Equivalent Money Income (Census)

B Household size adjusted post-tax and transfer

100.0%

80.0% -

(Burkhauser/Larrimore/Simon)

M Household size adj post-tax and transfer plus health insurance

[ CBO After tax income (using fungible)

60.0%

40.0%

B CBO after-tax income (using market value)

20.0%

0.0%

bottom quintile 2nd quintile middle guintile 4th quintile top quintile top decile
* adjusted for inflation using CPI-U-RS

-20.0%

bea.gov

Source: Johnson and Smeeding (2014), “Encyclopedia entry: Inequality measurement”




The changes in the median depend on our

measurement and concept of income
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What happens when growth and median

household income diverge?

Growth Hasn't Translated Into Gains in Middle-Class
Income

Until around 1999, overall economic growth tended to correspond with growth in eamungs for
middle-income Amencans. Since then, the two have diverged sharply.

Percent change indexed to 1993 level
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