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Government data issued this week — from the Census Bureau on poverty, incomes, and
health coverage and from the Commerce Department on the shares of national income
going to workers and corporations — provide fresh evidence that many middle- and
lower-income Americans are not sharing in the gains of the economic recovery.

« From the 1960s until the current recovery period, the poverty rate has declined by an
average of 0.5 percentage points during years of an economic recovery. Yet it failed to
drop in 2005.

« Similarly, the 1.1 percent rise in overall median income was significantly below the
1.8 percent average increase for a recovery year.

When these disappointing findings for 2005 are considered in conjunction with the
results for the previous years, the result is the worst performance for a period of
economic recovery since the Census Bureau began collecting income and poverty data.

For the first time on record, poverty was higher — and median income for non-
elderly households was lower— in the fourth year of an economic recovery than

when the recovery began.
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« While overall median income rose in 2005, this increase was driven by a rise in income among
elderly households. Median income for the typical non-elderly household declined in 2005 for the
tifth consecutive year and now stands $2,000 below its 2001 level. Since 2001, the economy has
grown by 5 percent, after adjusting for inflation and increases in the population, but median
household income among the non-elderly population has declined 4 percent (Figure 1).

 The amount by which the average poor person fell below the poverty line in 2005 — $3,236 —
remained the highest on record, with data going back to 1975. So did the share of the poor (43
percent) who experienced severe poverty — that is, whose cash incomes fell below half of the
poverty line. (Half of the poverty line in 2005 was $7,788 for a family of three.)

The number of uninsured Americans has reached an all-time high of 46.6 million.
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In the first half of 2006, the share of national income going to wages and salaries was the
lowest on record, while the share going to corporate profits was the highest since 1950.
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« Some have argued that wages and salaries have grown slowly in this recovery only because the
costs of other forms of employee compensation, such as employer-provided health care, have
grown rapidly. The Commerce Department data show, however, that while total employee
compensation has grown somewhat more rapidly than wages and salaries, its growth has been
well below average as well.




The minimum wage has not been changed in nine years and now is at its lowest real value
in half a century.

» As of September 1, the minimum wage will have remained at the same level (§5.15) for nine
years, during which the cost of living has risen by 26 percent (Figure 2). After adjusting for
inflation, the value of the minimum wage is at its lowest level since 1955.
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this linkage once but may vote

on it again in September. Given that incomes are rising much faster at the top of the income
scale than the bottom, and given that Congress has reduced estate tax burdens in eight of the
past nine years even as the minimum wage has remained frozen, there is no justification for
holding a minimum wage increase hostage to further reductions in the estate tax.



