
June 23, 2
 

 

Hear

Chairman 
committee
middle cla
 
I am curre
was chief 
on the Mid
 
 

 
It is comm
over the p
is generally
economic 
 
These eco
their kids; 
kids shoul
but also fi
 
It is also a
and the m
realizing th
have brok
 

               
1 I thank A
Merrick pro

2011 

Sen

Sena

ring on “St

Harkin and R
e.  There are f
ass and I appla

ently a senior f
economist to 
ddle Class.  So

monly thought
past few decad
y understood 
aspirations th

onomic aspirat
the ability to 

ld do as well o
nding enough

argued that for
middle-class.  If

hose aspiratio
ken that contra

                   
Arloc Sherman f

ovided valuable

TEST
nior Fellow

ate Health, 

tories from
St

Ranking Memb
few topics as i
aud this comm

fellow at the C
Vice-Presiden

ome of what I

The Middle

t that the econ
des.  This senti

to imply that 
hat we often a

tions typically 
save enough f

or better than 
h time to actua

r many years, 
f folks “worke
ns.  But in rec
act with the m

               
for the data wor
e research assist

 

TIMONY O
w, Center o

Be
Education

United S

m the Kitch
truggling to

ber Enzi, I tha
mportant to A

mittee for once

Center on Bud
nt Biden, as w
I reference bel

e-Class Squ

nomic life of t
iment has give
middle-class f
ssociate with t

include a dec
for their child
they did; the a

ally enjoy their

there was an i
ed hard and pl
cent decades, 

middle class. 

rk on the middl
tance.  Any mis

F JARED B
on Budget a

efore the 
n, Labor an
States Cong

 
hen Table: 
o Make En

 
 

ank you for th
America’s econ
e again bringin

dget and Polic
well as the exec

low derives fr

ueeze and th

the American 
en rise to the 
families are ha
the American 

ent house in a
dren’s college e
ability to affor
r families; savi

implicit social 
layed by the ru
both policy an

le-class hours a
stakes are my ow

BERNSTEI
and Policy

nd Pension
gress 

How Midd
nds Meet”

his opportunit
nomic success
ng these issue

cy Priorities.1  
cutive director
rom the activit

he Social Co

middle class h
notion of the 
aving a harder

n middle class. 

a good neighb
education, as w
rd decent heal
ing for their r

l contract betw
ules,” they wo
nd structural e

and earnings da
wn. 

 

 

 
 

N 
y Priorities

n Committe

dle Class F

ty to testify be
s as the well-b

es to the forefr

Prior to my c
r of the White
ties of that tas

ontract 

has grown inc
“middle-class

r time achievin
  

borhood with 
well as parent
lth care cover

retirement. 

ween governm
ould have a go
economic cha

ata.  Hannah Sh

s 

ee 

amilies Ar

efore this 
being of the br
ront of your w

current positio
e House Taskf
skforce. 

reasingly diffi
s squeeze,” wh
ng a set of 

quality school
ts’ belief that t
age; working h

ment, private fi
ood chance of
anges, it is argu

haw and Kelsey 

820 First Stree
Washington, D

Tel: 202-408-1
Fax: 202-408-1

center@cbpp
www.cbpp.org

re 

road 
work. 

on, I 
force 

icult 
hich 

ls for 
their 
hard, 

firms, 
f 
ued, 

y 

et NE, Suite 510
DC 20002 

1080 
1056 

.org 
g 

0 



2 

Some of th
premiums
has shifted
income gr
sharp relat
 
But other 
widely acc
no obviou
everyone (
 
Given tho
evidence e
data and m
 
 

 

 
 I begin th
important
will not en
fully behin
demonstra
Recession
pressure o
middle cla
neither un
problems 
analysis be
 
Note, for 
three deca
median fam
lock step w
over next 
growth wa
productivi
middle-cla
economy’s
structural 
one.2 
 
What expl
outcomes?

               
2 A technic
deflator, an
percent of 
since famili
than health

hese concepts
 has risen mu
d from employ
rew more slow
tive to produc

aspects of thi
cepted definiti
us metric for m
(women, mino

ose limits, this 
exists.  On oth
my experience

Th

his section with
to stress that 

nd when that d
nd us.  As sho
ably the case t
put even mor

on the living st
ass.  But policy
nderstand nor 
documented h
egins only a fe

example, Figu
ades from 194
mily income g
with productiv
thirty years, m
as about one-e
ity.  That dive
ass incomes an
s productivity
development,

lains these ver
?  First, they r

                   
cal issue raised h
nd for productiv
the productivit
ies face consum

h care prices, bu

s are handily m
ch faster than
yers and firms

wly in recent d
ctivity growth.

is story are les
on of “middle

measuring the 
orities) anyway

testimony eva
her matters, lik
s in this field 

e Empirical

h an analysis o
the so-called 

downturn is 
own below, it i
that the Great
re downward 
tandards of th
y makers can 
address the 
herein if their 
ew years ago. 

ure 1.  Over th
47-79, real 
grew almost in
vity growth.  B

middle-income
eighth that of 
ergence betwee
nd the 
y is clearly a 
, not a cyclical

ry different 
reflect the shar

               
here involves th
vity, which uses
ty/median-inco
mer, not produc
ut it is that latte

measurable.  It
n middle-class 
s to workers a

decades than in
. 

s amenable to
e-class” nor a 
breaking of a
y. 

aluates the eco
ke the broken
of study to ju

l Evidence B

Median Fa

of median fam
“middle-class

is 

he 

he 

n 
But 
e 

en 

l 

rp increase in 

he different pric
s a product-side
me gap, but wh

cer, prices.  For
r that matters t

Med

Source:

t is clearly the 
incomes and 

and their famil
n earlier period

o empirical eco
construct of a
n implicit soc

onomic eviden
 social contrac
dge the claims

Behind the M

amily Income G

mily incomes, b
s squeeze” did

economic ine

ce deflators for
e deflator.  Usin
hen considering
r example, it’s tr
to consumers. 

dian Family I

 March Curren

case, for exam
that the locus
lies.  It is also 
ds, and that th

onomic analys
a “middle-clas
cial contract, o

nce for the mi
ct, I will, as be
s being made.

Middle-Class

Growth: 

but before pre
d not begin wi

equality since t

r family income
ng a product de
g family well-be
rue that machin

FIGUR
ncome and P

200

nt Population Su

mple, that the 
s of risk of sav
true that real 

his slowdown 

sis.  Economis
ss squeeze.”   
one that clearly

iddle-class squ
est I can, extra
. 

s Squeeze 

esenting these
ith the Great R

the 1970s.  Ye

e, which uses a 
eflator on famil
eing, it is notthe
ne tool prices ar

RE 1: 
Productivity 
09 

urvey; Bureau o

cost of health
ving for retirem
median famil
is particularly

sts have neith
Certainly, the
y didn’t cover

ueeze where h
apolate from t

e data, it is 
Recession and

es, the produc

consumer price
ly income close
e right approach
re rising more s

Growth, 194

of Labor Statist

h care 
ment 
ly 
y 

her a 
re is 

r 

hard 
the 

d it 

ctivity 

e 
es 40 
h, 
slowly 

47-

tics.



of the Am
to prior de
growth ov
at the top 
 
This fact i
of inequal
much refe
Piketty an
the time se
income ag
income sh
two trends
middle-inc
“zero-sum
does not n
expense o
median in
strongly d
income in
  
Referencin
changes sh
median in
while the t
income gr
 
Correlatio
class incom
of these d
diminished
sectors wh
Harold My
deregulatio
 
But the m
growth is 
as the ben
 

 
The fact th
well-know
the above 
 
To get a c
middle-cla
“prime-ag
 

               
3 “Middle in
nationally b

merican econom
ecades, but it 
ver this period
of the income

is corroborate
ity statistics, in

erenced work o
d Saez (P/S). 
eries of real m

gainst the P/S 
hare of the top
s broadly show
come growth 

m” — i.e., a ga
necessarily com
f the a loss in 
comes grew m
uring the peri
equality was f

ng once again 
hown in Figur
comes more t
top 1 percent 
rew by only 10

on is not causa
me growth, po
evelopments, 
d union powe
here middle-cl
yerson labels 
on) that favor

main point of th
a) a key factor

nefits of produ

hat family inco
wn, women’s la

figure, from a

loser look at w
ass squeeze, w
ge” (25-54), hu

                   
ncome” refers 
by cash income

my downshift
slowed much 

d flowed to tho
e scale. 

d by a broad s
ncluding the 
of economists
 Figure 2 plot

median family 
data for the 

p 1 percent.  T
w that while r
is not wholly 

ain at the top 
me at the 
the middle —

much more 
od when 

flat or falling.  

the percent 
re 1 above, 
than doubled 
share fell by a

0 percent, the 

ation, and it w
ost-1979.  The
including glob

er, the declinin
lass workers w
shareholder v

r holders of fin

his part of the
r behind the m
uctivity growth

Work

ome growth s
abor force par
about 32 perc

what these cha
we examined th
usbands and w

               
to household in
. 

ed over the pa
less than the 

ose 

set 

s 
ts 

The 
eal 

— 

a couple of pe
top one perce

ould be wrong
e literature has
balization, tec

ng minimum w
were less likely
vs. stakeholder
nancial instrum

e analysis is th
middle class sq
h eluded many

k in the Paid L

slowed for ma
rticipation gre
ent in the late

anges mean to
he annual hou

wives with chil

n the middle 20

Me

Source:

ast thirty years
growth of me

ercentage poin
ent share grew

g to argue tha
s identified ma
chnological ch
wage, “financia
y to be employ
r capitalism, im
ments over wa

at the post-19
queeze, and b)
y in the middl

Labor Market 

any in the midd
ew significantly
e 1940s to alm

o middle-class
urs worked in t
ldren, 1975-20

0 percent of the

edian Incom

 Piketty and Sa

s (though it ac
edian family in

nts, 1947-79.  
w by a striking 

at rising inequa
any factors th

hange favoring
alization” of g
yed), along wi
mplying polici
age earners. 

970s slowdow
) related to the
le class over th

(Labor Supply

dle-class is not
y, almost doub

most 60 percen

s families, and 
the paid labor
009, along wit

e distribution w

FIGUR
e and Incom

aez; U.S. Censu

ccelerated pos
ncome.  Clearl

Since then, wh
g 13.6 percenta

ality caused the
hat at least par
g more skilled 
growth (strong
ith a set of pol
ies (like financ

wn of real medi
e increased in
he past few de

y):  

t because they
bling, over th

nt in recent yea

how they mig
r market by m
th low-income

when household

RE 2: 
me Inequality

us Bureau. 

st -1995) comp
ly, a larger sha

hen median fa
age points.  

e flatter middl
tially explain b
workers, muc

g profit growt
licies that jour
cial market 

ian family inco
nequality of inc
ecades. 

y worked less. 
e period show
ars. 

ght relate to th
middle income,
e single mothe

ds are ranked 

, 1947-2008

3 

pared 
are of 

amily 

e-
both 
ch 
th in 
rnalist 

ome 
come 

 As is 
wn in 

he 
,3 
ers.   

8 



4 

Figure 3 b
middle inc
in the paid
page 5).   
 
For worki
opportuni
the core o
detailed an
would loo
industry an
heads of s
more close
including h
earnings. 
 
The data s
hypothesis

 A
in
w
st
ov

 M
si
in
th

 T
 
Certainly, 
important
families’ li
life.  Midd
these year
full-time w
 
And while
two period
 
There is an
income wi
in the rece
so (about 
topped ou
labor—or 
working m
stagnating
forward. 
 
 
 

below shows a
come husband
d labor market

ing-age, middl
ities in the job

of their living s
nalysis of thes

ok at the types 
nd occupation
uch families.  
ely at outcom
hours worked

shed light of th
s in the follow

Almost 100 per
ncome husban
worked full tim
tagnant hourly
verall earnings

Middle-income
ingle mothers 
ncreased all dim
heir labor mar

Their earnings 

the increased 
societal advan

ives, contribut
dle-income wiv
s, amounting 

work, added to

e wives’ earnin
ds, their real in

nother import
ives hours hav
ession; see bel
80 hours lost)

ut on the amou
a function of

more weeks pe
g men’s wages,

annual hours o
ds in this age r
t by middle-in

le-class familie
b market are at
standards.  A 
e opportunitie
of jobs by 

n available to 
Here, I look 
e measures, 

d and hourly 

he squeeze 
wing ways: 
rcent of middl

nds consistentl
me, yet suffered
y wages and th
s; 
e wives and 
significantly 
mensions of 
ket work, incl
also rose, tho

labor market 
nce.  But as th
ting to anothe
ves increased 
to over 400 ex
o the family sc

ngs clearly help
ncome rises b

tant point to c
ve not grown 
low).  The sam
).  Research ha
unt of hours t
f weaker dema
er year and mo
, that route m

of work by mi
range generally
ncome wives g

es, 
t 

es 

le 
ly 
d 
hus 

luding particip
ugh of course

work and bet
hese are famili
er dimension o
their participa
xtra hours of w
chedule.   

ped to offset h
y about $6,00

consider regar
since 2000, an

me is true (not
as not determ
they can work
and for the job
ore hours per 
ay not be as a

Ann

Source:

ddle-income h
y worked full-

grew steeply, b

pation, weeks 
e from a signif

tter earnings o
ies with childr
of the squeeze
ation by 11 pe
working the p

husbands loss
0 over about 

rding these dat
nd in fact they
t shown) for lo
ined whether 

k given current
bs and hours t
week at rising

available to mi

nual Hours W

 CBPP analysis

husbands and 
-time, full-year
by over 400 ho

per year, and 
ficantly lower 

opportunities f
ren, it also rep
e; the challeng
ercent, added n
paid labor mar

ses, if we add t
30 years, or ab

ta.  As the figu
y fell by about
ow-income sin
this is a “ceili
t family respo
they’d like to w
g wages was a 
iddle- and low

FIGUR
Worked, Midd

Wives, 197

s of March Cur

 wives, 1975-2
r over this per
ours, as shown

hours per wee
base than me

for women re
presents a stre
ge of balancing
nine weeks, on
rket.  That’s ab

their earnings
bout 0.5 perce

gure above sho
t 40 hours, 200
ngle mothers, 
ing effect”—m

onsibilities and
work.  But if m
primary offse

wer-income fam

RE 3: 
dle-Income H
75-2009 

rrent Population

2009.  While 
riod, hours wo
n in table 1 (o

ek; 
en’s earnings;

present an 
ss factor in 
g work and fam
n average, ove
bout 2.5 mon

 together in th
ent per year. 

ows, middle-
00-07 (and fur
though even 

mothers have 
d divisions of 
more women,
et mechanism 
milies going 

Husbands an

n Survey data.

orked 
on 

mily 
er 
ths of 

hese 

rther 
more 

, 
for 

d 



5 

 
 

The Middle Class in the Great Recession 
 
As noted, for many in the middle class struggling with the challenges raised thus far in this testimony, the 
recession that began officially in late 2007 represented a new problem on top of an old one.  Income that was 
stagnant during the 2000s fell steeply when the economy turned down.  As Table 2 reveals, households lost 
between $2,000 and $3,000 in real 2009 dollars in just two years (data for 2010 is not yet available).   
 

Table 2: 
Middle Class Incomes in the Recession: Households Take a Hit 

(Median Household Income, 2009 Dollars) 

 All White 
African-

American 
Hispanic Asian 

2007 $51,965 $53,912 $35,086 $40,013 $68,382 
2009 $49,777 $51,861 $32,584 $38,039 $65,469 
Real Dollar Change -$2,188 -$2,051 -$2,502 -$1,974 -$2,913 
Percentage Change -4.2% -3.8% -7.1% -4.9% -4.3% 
Source: U.S. Bureau of the Census 

 
 
For minority households, especially African-Americans, those losses came off of a lower base, so the percent 
decline — 7 percent — was historically large (the second largest two-year loss in a series going back to 1967). 
 
 
 

TABLE 1: 
Labor Supply and Earnings, Middle-Income Married Couple 

(Families with Children and Mid/Low-Income Single Mothers) 

 Earnings Hours Share Work
Weeks per 

Year 
Hours per 

Week 
Hourly 
Wage 

Husbands       
     1977-1979 $36,150 2,059 95% 49 44.3 $17.56 
     2005-2007 $35,343 2,109 96% 50 44.0 $16.76 
     Change -$807 50 1% 1 -0.3 -$0.80 
       
Wives       
     1977-79 $6,050 666 56% 36 33.1 $9.07 
     2005-07 $12,956 1,084 68% 45 35.6 $11.95 
     Change $6,906 418 12% 9 2.5 $2.9 
       
Single Mothers, Average of Bottom 60 Percent 
     1977-79 $14,017 1,115 70% 40 37.3 $12.58 
     2005-07 $18,594 1,386 78% 45 38.0 $13.42 
     Change $4,577 271 8% 5 0.7 $0.85 

Notes: Data are from March CPS Surveys.  Three-year averages were taken to smooth out volatility.  Sample for 
husbands and wives, 25-54, parents of children under 18, middle-income fifth.  Sample for single mothers same as above 
but data are for bottom 60 percent of families.  Quintiles use cash income and have equal numbers of households. 
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We can also use our data series on 
middle-income, prime-age families in this 
context.  As shown in Table 3, earnings 
and hours worked fell particularly steeply 
for middle-income husbands, who lost 
an average $3,600 and 184 annual hours 
of work, the equivalent of over one 
month of full-time work.  Working wives 
did better than their husbands, but low-
income single mothers also lost 
considerable ground, with a particularly 
sharp decline in their employment rates.  
This finding — why low-income single 
mothers lost more ground in the 
recession compared to middle-income 
wives — is worthy of further study.  
Putting aside child support, single 
mothers are by definition the sole 
breadwinners of their families, and these 
families are economically more 
vulnerable than most two-parent 
families.4 
 
 
 
 
 

Other Dimensions of the Middle Class Squeeze 
 
In my work with Vice-President Biden on the White House Taskforce on the Middle Class, we heard middle-
class families discuss the kinds of basic income and inequality problems documented thus far.  We also heard 
a good deal about working harder yet getting ahead more slowly.   
 
But more often than that, we heard the squeeze discussed in the context of how family budgets didn’t seem 
to go as far as they used to, particularly in areas such as health care coverage and college tuition.   
 
These concerns are supported by the data.  For example, according to BLS price data, overall inflation has 
grown by a factor of three since the late 1970s; college tuition and fees, according to their price index has 
grown by a factor of 10.  It is true that student aid has grown over this period as well, a very important 
development that I’ll discuss in a policy section below. 
 
Retirement is also less secure for many older persons.  One important factor here is the shift away from 
defined benefit pensions to defined contribution, a change that shifts the risk of income adequacy in 
retirement from employers to workers and their families.  As figure 4 on page 7 reveals, there has been a 
complete reversal in share of coverage between a guaranteed and variable pension benefits. 
 
Finally, the cost health coverage for middle class families is another source of the squeeze.  Data from the 
Kaiser Family Foundation (KFF) show that the share of family coverage paid by covered workers has been 

                                                 
4 Low-income, married women (e.g., wives for quintiles one and two) had work and earnings patterns over the recession 
that looked more like middle income wives than like single mothers. 

Table 3: 
The Impact of the Great Recession on Middle- 

and Low-Income Families With Children 

 Annual 
Earnings 

Hours 
Share at 

Work 
Husbands    
     2007 $36,149 2,118 96.2% 
     2009 $32,529 1,934 93.9% 
     Change -$3,620 -184 -2.3% 

 
Wives    
     2007 $13,003 1,090 67.1% 
     2009 $12,944 1,066 67.4% 
     Change -$59 -24 0.3% 

 
Single Mothers (Bottom 60%) 
     2007 $18,602 1,379 78.8% 
     2009 $17,157 1,279 74.2% 
     Change $-1,445 -100 -4.6% 
Notes: Data are from March CPS Surveys.  Three-year averages 
were taken to smooth out volatility.  Sample for husbands and 
wives, 25-54, parents of children under 18, middle-income fifth.  
Sample for single mothers same as above but data are for bottom 
60% of families. 
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income of middle class families in 2020 will be $2,600 higher than would otherwise be the case.7 
 

In the near-term debate, however, it is very important to the middle class to protect the Medicaid 
program against deep spending cuts.  Though Medicaid coverage is generally thought of as serving 
the low-income population, the program is the primary payer for 64 percent of nursing home 
residents.  With savings and other insurance, middle-class seniors may be able to initially pay for 
home health or nursing home services, but over time many spend their savings and eventually need 
Medicaid to step in, as Medicare provides limited coverage for these services. 

 
 Support for College Tuition: As noted above, college tuition has significantly outpaced inflation 

and middle-class income growth.  But the large increase in government tuition assistance in recent 
years has helped offset these costs for both middle-class (American Opportunity Tax Credit) and 
lower-income students (Pell Grants).  These measures can lower the net cost of tuition well below 
the “sticker price,” and in doing so, help relieve income-strained families. 

 
 Jobs and Incomes: The ability of middle-income families to meet the challenges noted thus far, 

from saving for retirement, balancing work and family, paying for college and health care, and 
retirement security, will all depend on quantity and quality of jobs available to middle-class families.  
While it is beyond the scope of this testimony to discuss a jobs agenda policy set, the ideas that 
President Obama outlined in his “winning the future” agenda, including investments in new 
industries such as clean energy, infrastructure, and education should certainly help generate more 
opportunities. 

 
But there is much more for policy makers to consider in this area, including manufacturing policy (including 
aggressive pushback against unfair trade practices), a strong, efficient public sector, a balanced playing field 
for union organizing, appropriate workplace regulation to protect workers’ safety and basic rights, decent 
minimum wage levels, and consumer protections. 
 
These types of ideas have the potential to form the basis of a new social contract, one that could once again 
give the American middle class a fighting chance to loosen the squeeze and regain their economic footing. 
 

                                                 
7 See: http://www.whitehouse.gov/assets/documents/CEA_Health_Care_Report.pdf  


