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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  


