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A Recovery No Better than the Recession
Median Household Income, 2007 to 2011
By Rakesh Kochhar

The median income of American households decreased by as much in the two years after the
official end of the Great Recession as it did during the recession itself. The latest estimates

from the Census Bureau show that the median income for U.S.
households in 2011 was $50,054.1 In 2009, the year the Great Percentage Change in
Recession ended,? the median income of U.S. households had Median Household
been $52,195 (in 2011 dollars). Thus, in the two years since the ~ Income, 2007-2009
end of the recession, median household income has fallen by and 2009-2011

4.1%. %

The decrease in household income from 2009 to 2011 almost
exactly equaled the decrease in income in the two years of the
recession. During the Great Recession, the median U.S. 4.2 -4.1
household income (in 2011 dollars) dropped from $54,489 in
2007 to $52,195 in 20009, a loss of 4.2%. By this yardstick, the Source: U.S. Census Burea
recovery from the Great Recession is bypassing the nation’s PEW RESEARCH CENTER

households.
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Recovery in Household Income Following Other Recessions

The current “recovery” is also the most negative for household income during any post-
recession period in the past four decades. However, the failure of household incomes to regain
ground two years into an economic recovery is not without precedent. U.S. households also
experienced lingering losses during the recoveries from the 1990-91 and 2001 recessions—
median household income fell by 1.3% in the first two years following the end of each of those
two recessions. But those losses were less than half as great as the decrease of 4.1% in the first
two years of the current economic recovery.

! DeNavas-Walt, Carmen, Bernadette D. Proctor, and Jessica C. Smith. 2012. “Income, Poverty, and Health Insurance Coverage
in the United States: 2011.” Current Population Reports, P60-243. Washington, DC: U.S. Census Bureau, September.
http://www.census.gov/prod/2012pubs/p60-243.pdf

2 Business cycle dates are determined by the National Bureau of Economic Research (NBER)
(http://www.nber.org/cycles/cyclesmain.html). According to NBER, the Great Recession started in December 2007 and ended in
June 2009. However, household income data are available only on an annual basis from the Census Bureau. Thus, the analysis in
this report captures changes in incomes across years that most closely approximate the actual dates of the recessions.
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The nation also experienced
prolonged recessions from
1973 to 1975 and 1980 to
19823 but household incomes
began to recover
immediately thereafter. The
median household income
fell by 5.7% in the 1973-75
recession but rose 2.3% in
the first two years of the
recovery. Similarly, the
median income fell by 5.0%
in the 1980-82 recession but
increased 2.4% in the first
two years of the recovery.

More than a Decade of
Losses in Household
Income
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Percentage Changes in Median Household
Income Due to Recessions and in the First Two
Years of Recoveries, 1973-2009
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Notes: Changes in median household incomes due to recessions are computed for
the following periods: 1973-1975, 1979-1982, 1989-1991, 2000-2001 and 2007-
2009. Changes in median household income during recoveries are computed for the
following periods: 1975-1977, 1982-1984, 1991-1993, 2001-2003 and 2009-2011.

Source: U.S. Census Bureau
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The continuing decline in household income
means that 12 years have now passed without
the median exceeding a previous peak.
Estimates of household income from the
Census Bureau are available starting from
1967. The highest level recorded for median
household income since that year is $54,932 in
1999 (inflation adjusted to 2011 dollars). That
was the end result of a record-long economic
expansion in the 1990s.

The recession in 2001 triggered a significant
decline in household income through 2004. As
the recovery strengthened, the median
household income in 2007—$54,489—stood at
a level that was approximately the same as in

Median Household Income,
1990-2011
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® The period from 1980 to 1982 encompasses two recessions, the first from January 1980 to July 1980 and the second from July
1981 to November 1982. Those back-to-back episodes are counted as one recession for the analysis in this report.
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1999. However, the plunge caused by the Great Recession was swift and rapid. The median
income in 2011—%$50,054—was 8.9% less than its level in 1999.4

Other Indicators of the Wellbeing of U.S. Households

The lackluster results on household income are symptomatic of broader struggles in the
economic well-being of U.S. households. As noted in the latest Census Bureau report, the
poverty rate has also risen in the two years since the end of the Great Recession, from 14.3% in
2009 to 15.0% in 2011. The rate in 2007 was 12.5%.

Another financial burden on households is the nosedive in their wealth (value of assets owned
minus outstanding value of debt) due to the recession. The latest available estimates from the
Board of Governors of the Federal Reserve System show that median household wealth fell
from $131,016 in 2007 to $79,431 in 2010, a loss of 39%.5

The malaise in income, poverty and wealth in part reflects the weak performance of the U.S.
labor market. The share of families with at least one unemployed member nearly doubled
during the Great Recession and remains at a high level. In 2007, 6.3% of the nation’s families
had at least one unemployed member. That share jumped to 12.0% in 2009 and declined
modestly to 11.5% in 2011.6

At the more personal level, the unemployment rate increased from 4.6% in 2007 t0 9.3% in
2009 and only edged down to 8.9% in 2011. Not only does unemployment remain high, those
who are unemployed remain without work for long periods of time. The median number of
weeks people are unemployed climbed sharply from 8.5 in 2007 to 15.1 in 2009 and then
elevated further to 21.4 in 2011.7

4 Long-run trends in household income are affected by changes in household size. The average size of a U.S. household has fallen
from 3.2 in 1970 to 2.5 in 2011. Almost all the decline occurred in the 1970s, a decade in which average household size fell from
3.2 to 2.7. Household size from 2000 to 2011 was virtually unchanged, inching down from 2.6 to 2.5. Additional details on this
issue are contained in Pew Research Center Social & Demographic Trends project. 2012. “The Lost Decade of the Middle Class:
Fewer, Poorer, Gloomier.” Washington, DC: August. http://www.pewsocialtrends.org/2012/08/22/the-lost-decade-of-the-middle-
class/

5 Wealth estimates are expressed in 2011 dollars. See Bricker, Jesse, Arthur B. Kennickell, Kevin B. Moore, and John Sabelhaus.
2012. “Changes in U.S. Family Finances from 2007 to 2010: Evidence from the Survey of Consumer Finances.” Bulletin 98-2.
Washington, DC: Federal Reserve, June. http://www.federalreserve.gov/pubs/bulletin/2012/PDF/scf12.pdf

8 Bureau of Labor Statistics. 2012. “Employment Characteristics of Families—2011.” Washington, DC: April.
http://www.bls.gov/news.release/archives/famee_04262012.pdf. Bureau of Labor Statistics. 2011. “Employment Characteristics
of Families—2010.” Washington, DC: March. http://www.bls.gov/news.release/archives/famee_03242011.pdf

7 Data on the unemployment rate and the duration of unemployment are from the Bureau of Labor Statistics. The latest monthly
estimates for August 2012 show that the unemployment rate was 8.1% and the median duration of unemployment was 18
weeks.
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Overall, on the basis of some indicators, such as income and poverty, the economic health of
American families deteriorated further in the first two years of the recovery from the Great
Recession. Other indicators, such as unemployment, showed minimal improvement, if any.
Much like an unwelcome dinner guest who does not know when it is time to leave, the Great
Recession seems blissfully unaware that it was declared over in June 2009.
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