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Is the middle class declin-
ing? Yes, definitely. Just
like political ideology, the

distribution of income has
becomemore polarized, with a

much smaller
and more
fragile center.

The U.S.
economy of the first two-thirds
of the 20th century successful-
ly generated broad-based
growth in incomes with declin-
ing overall inequality. It was a
truly remarkable economic
achievement. But since then,
income growth has been weak
and anything but broad-based.
Median family income is up
less than 10 percent since the

1970s and the middle class
share of total income has fallen
significantly. At the high end,
the share of income going to
the richest 1 percent has dou-
bled.

Educational earnings differ-
ences have also expanded dra-
matically. In the 1970s, the
average male college graduate
earned about 40 percent more
than a high school graduate.
Today that figure is more than
80 percent. Labor markets
have been particularly unkind
to less educated men, who once
earned middle-class incomes
in blue-collar manufacturing.

The underlying causes of
these labor market changes

are complex and varied. Tech-
nological change, especially
the computer revolution, has
raised productivity and ex-
panded the market reach and
earnings of more skilled work-
ers, while reducing job oppor-
tunities and wages for less-
skilled workers.

Globalization has made the
low-wage economies of devel-
oping countries our compet-
itors. Labor market institutions
have weakened.

We cannot easily roll back
either technological change or
globalization, nor should we.
They are by and large bene-
ficial, even though they create
some clear losers.

What can we do? Modest
increases in the minimum
wage might help at the bottom
of the income distribution, but
we need to be cautious: legis-
lating higher wages can be
perilous to employment oppor-
tunities. At the end of the day,
a stronger middle class re-
quires more workers with
more skills, not just income
redistribution.

In the skills-based economy
of the 21st century, increased
investments in human capital –
everything from universal
preschool to assistance for
students in higher education –
are more critical than ever. We
should also use public policy to

buffer some of the shifts in the
income distribution, both by
shoring up the federal Earned
Income Tax Credit (Delaware’s
is particularly poorly de-
signed) and by making the
income tax system somewhat
more progressive.

None of this is easy. It will
require political will to use
government constructively
and efficiently, something that
is in short supply these days.
But the American dream is
very much about making it into
the middle class. Keeping that
dream alive is critical.

Saul D. Hoffman is professor of economics at
the University of Delaware.

Strengthening middle class in skills-based economy
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Economic growth pro-
vides opportunities for
low-income workers to

move into the middle class.
With heightened global compe-

tition and
rapid tech-
nical change,
it is impos-
sible to pre-

dict which companies will
succeed. State policy should
switch from choosing compa-
nies to subsidize, to creating a
better business climate for all,
including startups.

Delaware’s trend to higher
taxes should be reversed.
Gross receipts taxes increased
an average of 34 percent. The

top income tax rate increased
17 percent and is the second
highest in the Mid-Atlantic
region. Delaware has the high-
est state corporate income tax.

Delaware should reduce
other business costs. It can end
its push to green energy which
raised energy costs vis-à-vis
nearby states. It can pass
right-to-work laws to give
employees the freedom to
choose whether to join a union.
States with right-to-work laws
experience relatively more job
and income growth. High mini-
mumwages cause employers
to add fewer jobs, translating
into fewer opportunities for
young people to get experience

and move up into the middle
class.

Delaware should do better
on quality-of-life areas.

The quality of public
schools is lower than surround-
ing states, including Virginia,
which ranks comparably in
funding per student. Two-
thirds of Delaware’s public
school eighth-graders aren’t
proficient in either reading or
math and scores have stagnat-
ed. Crime rates are relatively
high, especially in Wilmington.

Businesses are attracted to
states that are run efficiently
and cost-effectively. Since the
public schools have proven
resistant to improvement,

expand charter schools and
provide tuition tax credits to
help low- and middle-income
families. Implement policies
that raise police effectiveness.
Reduce the tax burden by get-
ting more value for public
spending. Stop paying nearly
40 percent above market
wages on government projects.
Concentrate on better manag-
ing Medicaid costs.

Delaware’s significant ad-
vantages in location and its
business-friendly legal system
can be leveraged by imple-
menting pro-growth policies.
Currently Delaware’s growth
potential, relative to the 50
states, is ranked among the

lowest, including that by the
U.S. Chamber of Commerce
(47th), Moody’s Analytics
(50th), Bloomberg (46th) and
CNBC (bottom half). States
with better growth prospects,
like Virginia and Texas, excel
in public school performance
and have low and decreasing
tax rates, safe streets, and
right-to-work laws.

Pro-growth policies help
everyone, most especially the
low and middle class, through
the job opportunities that are
created.

Stacie Beck and Eleanor Craig are associate
professors of economics at the University of
Delaware.

More economic growth can help the middle class
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From2009 to 2012, the U.S.
experienced a significant
economic recovery, in

which average real income
growth jumped by 6 percent.

That’s the good
news. The bad
news is that
almost all of

that increase – 95 percent – was
enjoyed by those in the top1
percent of the income distribu-
tion.

To appreciate this remark-
able finding, set out in an im-
portant paper byUniversity of
California economist Emman-

uel Saez, we need to add some
context. From 2007 to 2009, the
recession produced a17.4 per-
cent decline in average real
income – the largest drop since
theGreat Depression. Every
income class was hit hard, but
in percentage terms, those at
the top of the economic ladder
suffered the biggest decreases.

During the recovery – from
2009 to 2012 –members of the
top1percent have enjoyed a
boost in their average income:
31.4 percent. As Saez shows,
this figure almost wiped out the
loss from the recession, return-

ing the top1percent to essen-
tially where it was in 2007.

By contrast, the remaining
99 percent sawmeasly growth
of 0.4 percent, about a 30th of
the11.6 percent loss they expe-
rienced in the recession. By the
end of 2012, the bottom 99 per-
cent wasn’t close to where it
was in 2007. Under Presidents
Bill Clinton andGeorgeW.
Bush, the U.S. enjoyed signifi-
cant expansions. Both expan-

sions were lopsided in favor of
the top1percent, but at least
everyone gained. In both peri-
ods, the top1percent did great,
enjoying annual income growth
of 98.7 percent (under Clinton)
and 61.8 percent (under Bush).
The bottom 99 percent did well,
too, with annual gains of 20.3
percent under Clinton and 6.8
percent under Bush.

It should be plain that during
both expansions, the U.S. saw
nothing close to the disparities
of the first years of the current
recovery. The troubling fact is
that in the top and bottom10

percent, U.S. families show a
degree of economic “sticki-
ness.” If a child has rich par-
ents, he will stay in the econom-
ic elite, but if his parents are
poor, he has a decent chance of
remaining poor.

A disturbing implication is
that if the top earners experi-
ence big income growthwhile
everyone else gets stuck, there
will be growing disparities in
the opportunities of rich chil-
dren and poor children.

Cass R. Sunstein is a professor at Harvard Law
School. He is the co-author of “Nudge.”

How did the 1 percent’s income increase so quickly?
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