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Terminologyand methods

fiMiddle -incomeo households are defined as those with an income that is twothirds to double that
of the U.S. median household income, after incomes have been adjusted for household size-or a
three-person household, the middle-income range was about $42,000 to $125,000 annually in
2014 (in 2013-14dollars). Lower-income households have incomeslower than two-thirds of the
median, and upper-income households have incomes that are more than double the median.

Incomes are also adjusted for household size and scaled to reflet a household size of three. Also,
household incomes within each metropolitan area are adjusted for the cost of living in the area
relative to the national average cost of living.

The 2000 decennial census collected income data for 1999, the preceding candar year. Thus, the
assignment of adults to an income tier in 2000 is based on their household income in 1999.

The analysis encompasses 22%f 381 metropolitan areas in the U.S., as defined by the Office of
Management and Budget (OMB). The 229 metropolit an areas included in this report are the
maximum number of areas that could be identified in the Census Bureau data used for the analysis
and for which data are available for both 2000 and 2014. These 229 areasaccounted for 76% of
the U.S. population in 2014. A metropolitan area consists of at least one urbanized area with a
population of 50,000 or more people, plus neighboring areas that are socially and economically
integrated with the core.

National estimates presented in the report encompass the U.S. ault population , including people
outside of the sample 0f229 metropolitan areas.

Differences between numbers or percentagesare computed before the underlying estimates are
rounded.

www.pewesearchorg
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America® Shrinking Middle Class: AClose Look at Changes
Within Metropolitan Areas

The American middle class is losing ground in
metropolitan areas across the country, affecting
communities from Boston to Seattle and from
Dallas to Milwaukee. From 2000 to 2014 the

The middle class is shrinking in most
U.S. metropolitan areas, and lower- and
upper-income tiers are gaining share

How the share of adults in lower-, middle- and

share of adults living in middle -income upper-income tiers changed in 229 metropolitan areas

householdsfell in 203 of the 229 U.S. Jrom 2000 to 2014

metropolitan areas examined in a new Pew

Research Center analysis of government data 160 metropolitan areas with an 172 metropolitan areas with an
] ) ’ increase in share that are increase in share that are

The deaeasein the middle -classshare was often

substantial, measuring 6 percentage points or Lower income Upper income

more in 53 metropolitan areas, compared with a
4-point drop nationally.

The shrinking of the middle class at the national
level, to the point where it may no longer be the
economic majority in the U.S., wasdocumented
in an earlier analysis by the Pew Research 203 e lrORBIRR Bfeasowith
Center. Thechangesat the metropolitan level , a decrease in share that are
the subject of this in-depth look at the American
middle class, demonstrate that the national
trend isthe result of widespread declines in
localities all around the country.

Middle income

This report encompasses 229 of the 381
fimetropolitan statistical areas 0 asdefined by the
federal government. That is the maximum
number of areas that could be identified in the
Census Bureau data used for the analysis and for
which data are available for both 2000 and 2014  census anc
(an accompanying text box provides more “America’s Shrinking Midd|
detail). 1 Together, these areas accounted for 769 <oPanfreas

of the nation & population in 2014.

PEW RESEARCH CENTER

1 The data used in the report ar¢he Integrated Public UséMicrodata Series (IPUMS)ersions of the 2000 decennial census and the2014
American Community Survey.
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With relatively fewer Americans in the middle -income tier, the economic tiers above and below
have grown in significance over time. The share of adults in upper-income households increased in
1720f the 229 metropolitan areas, even asthe share of adults in lower-income householdsrosein
160 metropolitan areas from 2000 to 2014. The shifting economic fortunes of localities were not
an either/or proposition : Some 108 metropolitan areasexperienced growth in both the lower - and

upper-income tiers.

The possibility that a shrinking of the middle
classmay signal a movement into either the
lower-income tier or the upper-income tier is
exemplified by the experiences of Goldsboro,
NC, and Midland, TX & one community buffeted

The tale of two metropolitan areas:
A smaller middle class could signal a move
either up or down the income ladder

% of adults in each income tier in Goldsboro, NC, and
Midland, TX, 2000 and 2014

_ Goldsboro, NC Midland, TX
by broader economic forcesand the other
buttressed by them. 60 Middle _
53 Middle
48
; ; ; Lower 41 43
In Goldsborod an old railroad junction town / Upper 37
and home to Seymour Johnson Air Force Bas® 27 280\
the share of adults who are middle income fell Upper 18 Lower 21
13 pp
from 60% in 2000 to 48 % in 2014, or by 12 1
percentage points. This wasone of .the greatest 2000 014 2000 014
decreases among the 229 metropolitan areas
analyzed. It was also an unambiguous signal of Note: Shares may not total 100% due to rounding.
economic loss as the share of adults in lower e e e e e
income households in Goldsboro increased erieae Shriine Middle Clace: A - -|l.='a.\ o Chanees Within
sharply, from 27% in 2000 to 41% in 2014. Metropolitan Areas

But in Midland & an energy-basedeconomy that

PEW RESEARCH CENTER

benefited from the rise in oil prices from 2000 to 2014 & the shrinking middle class was a sign of
financial gains. The share of adults in middle-income households in Midland decreased from 53%
in 2000 to 43% in 2014, the fourth -largest drop in the nation. But th is was accompanied by rapid
growth in the share of adults in upper -income householdsin Midland , which doubled from 18% in
2000 to 37% in 2014.2

Among American adults overall, including those from outside the 229 areas examined in depth,
the shareliving in middle -income households fell from 55% in 2000 to 51% in 2014. Reflecting the

2 The post2014 plunge in oil prices may have a negative impact on the state of the Midland, TX, economy going forward. According th.&he
Bureau of labor Statistics, theunemployment rate in Midlandncreased from 2.8% in January 2015 to 3.9% in January 2016. Over the same
period, thenational unemployment ratefell from 6.1% to 5.3% (data are not seasonally adjusted).
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accumulation of changes atthe metropolitan level, the nation wide share of adults in lower-income
households increased from 28% to 29% and the share in uppefrincome households rose from 17%
to 20% during the period. 3

The widespread erosion of the middle class took gace against the backdrop of a decrease in
household incomes in most U.S. metropolitan areas. Nationwide, t he median income of U.S.
householdsin 2014 stood at 8% less than in 1999, areminder that the economy hasyet to fully
recover from the effects of the Great Recession of 200709. The decline waspervasive, with
median incomes falling in 190 of 229 metropolitan areas examined. Goldsboro ranked near the
bottom with a loss of 26% in median income. Midland bucked the prevailing trend with the
median income there rising 37% from 1999to 2014, the greatest increase among the areas
examined.*

The decline of the middle class is a reflection of rising income inequality in the U.S. Generally
speaking, middle-class households are more prevalent in metropolitan areas where there is less of
a gap between the incomes ohouseholds near the top and the bottom ends of the income
distribution . Moreover, from 2000 to 2014, the middle -class share decreasd more in areas with a
greater increase in income inequality .

These findings emerge from a new Pew Research Center analysis dhe latest available 2014
American Community Survey (ACS) data from the U.S. Census Bureauin conjunction with the
2000 decennial censusdata. The focus of the study is on the relative size and economicwell-being
of the middle class in U.S. metropolitan statistical areas. Theseareasconsist of an urban core and
surrounding localities with social and economic ties to the core. A metropolitan are a may cross
state boundaries, such as theNew York-Newark-Jersey City, NY-NJ-PA area (see the text box for
more details).

A previous report from the Pew Research Center, releasedmDec. 9, 2015, focused on national
trends in the size and economicwell-being of the American middle class from 1971 to 2015. That
report demonstrated that the share of American adults in middle -income households shrank from
61% in 1971 to 50% in 2015. The national level estimates presented in the earlier report were
derived from Current Population Survey (CPS) data. Thus, they differ slightly from the estimates
in this report .

3 These estimates for the U.S. differ slightly from the estimates published in a Pew Research Certerrtreleased on Dec. 9, 2015. That is
because this report is based on data from the 2014 American Community Survey (AGI®) latest availablgiand the earlier report was based
on data from the 2015 Current Population Swey (CPS) Annual Social and Economic Supplement. The ACS features a much larger sample
size than the CPS and is needed to analyze trends in U.S. metropolitan areas.

4 Income data collected in the 2000 decennial census pertain to 1999.
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The current and future status of the American middle class continues to be a central issuein the
2016 presidential campaign. Moreover, new economic research suggests that a struggling middle
class couldbe holding back the potential for future economic growth. ®> The national trend is cleard
the middle class is losing ground as a share of the population and its share of aggregate U.S.
household income is also declining.® But, as the trends in Goldsboro and Midland demonstrate,
similar changes in the size of the middle class couldreflect very different economic circumstances
and reactions at the local level.

U.S. metropolitan statistical areas

Metropolitan statistical areas represent the cc
one urbanized area with a population of 50,000 or nte people, plus neighboring areas that are socially
and economically integrated with the core. The geographic building block for a metropolitan area is a
county. But metropolitan areas may cross state boundaries, such as the WashingégtingtonAlexandria
DGVAMD-WYV area.

The federal government, via the Office of Management and Budget (OMB), identifies 381 metropolitan
areas in the U.S. These 381 areas encompass 1,167 of the 3,143 counties in the U.S. About 85% of the
U.S. population lives in metropolitaareas; the remainder lives either in smaller urban areas or in rural
areas (seehttp://www.census.gov/population/metro/ and
https://www.whitehouse.gov/sites/default/files/omb/bulletins/2013/b -13-01.pdf for more details).

Unfortunately, metropolitan areas are not specifically identified in the datets the U.S. Census Bureau
releases for public use. Insteadmetropolitan areas must be reconstructed, or approximated, using
another geographic identifiefithe publicuse microdata area (PUMA). By this method, the Integrated Public
Use Microdata Series (IPUMS) version of the 2014 American Community Suitley sourcedata for this
reportfiis able to identify a total of 260 metropolitan areas. These are not always precise replications of th
areas defined by OMB because PUMASs occasionally straddle official metropolitan area boundaries (see 1
description of the variabé MET2013 athttps://usa.ipums.org/usa-action/variables/alphabetical?id=M).

Another limitation of the data is that the definitions for metropolitan areas are changed frequentiheT
latest OMB definitions were released in 2013 and differ from the metropolitan area delineations in 2000.
As a result, the 260 areas identified in the 2014 American Community Survey could be matched to only
229 areas in the publicuse version of the 2000decennial census. These 229 areas, accounting for 76%
of the U.S. population in 2014, comprise the sample of metropolitan areas for this report.

5 SeeOstry, Berg and Tsangarides (2014%ummers and Balls (205), DablaNorris et al. (2015)and Cingano (2014)
6 This is the key finding from th€015 Pew Research Centereport on the American middle class.
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Who is middle income?

In this report, fimiddle-incomedAmericans are defined as adults whose annual household income
is two-thirds to double the national median, after incomes have been adjusted forhousehold size’”
In 2014, the national middle -income range wasabout $42,000 to $125,000 annu ally for a
household of three. Lower-income households have incomes less than 67% of the median and
upper-income households have

incomes that are more than double  Who is ‘middle income’ and ‘upper income’ in 20147
the median. Minimum household income needed to qualify for middle- and
upper-income categories, by family size

The income it takes to be middle

1 2 3 4 5
income varies by household size, ) o o T .. s .2
with smaller households requiring T " Tﬂ M d || ™ ||

less to SUppOl’t the same Iifestyle as UPPER INCOME $72,126 102,001 124,925 144,251 161,277
Iarger households. Thus. a one- MIDDLE INCOME $24,042 34,000 41,641 48,083 53,759
person household needed onIy Note: Household incomes are adjusted for the cost of living in an area before

$24 000 tO $7 2 000 tO be m|dd|e assignment to an income tier
income in 2014. But a five person Source: Pew Research Center analysis of the 2014 American Community Survey

(IPUMS)
household had to have an income “America’s Shrinking Middle Class: A Close Look at Changes Within Metropolitan
ranging from $54,000 to $161,000  “"¢&
to be consideredmiddle income. PEW RESEARCH CENTER

Middle income or middle class?

The termsdmiddle incomedand dmiddle classbare often used interchangeably. This is especially true amonc
economists who typically define the middle class in terms of income or consumption. But being middle clas
can connote more than income, be it a college education, whitellar work, economic scurity,
homeownership or having certain social and political values. Class could also be a state of mind, that is, it
could be a matter of seHidentification (Pew Research Cente?008, 2012). The interplay among these many
factors is examined in studies by Hou2(07) and Savage et al.{013), among others.

This report uses household income to group people. For that reason, the teimddle incomebis used more
often than not. Howevergmiddle clasis also used at times for the sake of exposition.

7 See Methodology for the method used to adjust incomes for household siZée median income splits the income distribution into two
halvesi half the households earn less than the median and half the households earn more. The median is not affected by extreme highs and
lows in reported incomes. It is also not affected by changes in the top codes assigned to income values in the pubdiorersionsof the

American Community Survey and decennial censdata.

www.pewesearchorg


http://www.pewsocialtrends.org/2008/04/09/inside-the-middle-class-bad-times-hit-the-good-life/
http://www.pewsocialtrends.org/2012/08/22/the-lost-decade-of-the-middle-class/
http://ucdata.berkeley.edu/publication_record.php?recid=96
http://soc.sagepub.com/content/early/2013/03/12/0038038513481128

10
PEW RESEARCH CENTER

The same middle-income standard is used to determine the economic status of households in all
metropolitan areas after their incomes have been adjustedfor the cost of living in the area. That
means the incomes of households in relatively expensive areas, such allew York-Newark-Jersey
City, NY-NJ-PA, are adjusted downward, and the incomes of households in relatively cheaper
areas, such asMicAllen-Edinbur g-Mission, TX, are adjusted upward. Incomes are also adjusted for
increases in the prices of goods and services over time when analyzing changes in the status of
households from 2000 to 2014.8

Metropolitan areas with the largest middle-, lower- and upper-income
tiersin 2014

A distinct geographical pattern emerges with respect to which metropolitan areas had the highest
shares of adults whowere lower income, middle income or upper income in 2014. The 10
metropolitan areas with the greatest shares of middle -income adults are located mostly in the
Midwest. Wausau, WI, where 67% of adults lived in middle-income households in 2014, had the
distinction of leading the country on this basis , followed closely by Janesville-Beloit, WI (65%).
Sheboygan, WI, and four other Midwest areasalso placed among the top10 middle -income areas.

Beyond a sharedgeography, the top 10 middle-income metropolitan areas are more rooted in
manufacturing than the nation overall. Elkhart-Goshen, IN, for example, derived 56% of itsgross
domestic product (GDP) in 2014 from the manufacturing sector alone. Likewise, the
manufacturing sector & share was 40% in Sheboygan, Wland more than 20% in Wausau, WI,
Lebanon, PA, OgdenClearfield, UT, and Kankakee, IL. Overall, manufacturing accounted for only
12% of the nation& GDP in 2014.°

But the role of the manufacturing sector in sustaining the middle class in these Midwest localities
is not clear-cut. While manufacturing jobs tend to pay more than average, the sector has been
letting go of workers in recent decades!® Nationwide, employment in the manufacturing sector
shrank 29% from 2000 to 2014.11The middle-class communities in the Midwest were not immune
to this trend .

8 Estimates of the cost of living in a metropolitan area, relative to the national average, are reported by the U.S. Departoféddbmmerce,
Bureau of Economic Analysis (BEA)tD://www.bea.gov/regional/index.htm). The consumer price index (CB)) is used to adjust for changes
in prices over time. See Methodology for additional details.

9 Among the top 10 middleéncome metropolitan areas, Urbatdonolulu, HI, in which the manufacturing share of output was 2%, is the only
area with a share less than the national norm. Data on the manufacturing share of national and regional gross domestic prtoahgcfrom the
U.S. Department of Commerce, Bureau Btonomic Analysis (BEA)t{p://www.bea.gov/index.htm).

10 |n 2014, the national annual average weekly earnings for all employees was $1,016 in manufacturing, compared with $845 in the peivat
sector overall asper the U.S. Bureau of Labor Statistics.

11 Data on manufacturing and private sector employment are from the U.S. Bureau of Labor Statistics.
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Metropolitan areas with the highest shares of middle-income adults in 2014
are mostly in the Midwest

The 10 metropolitan areas with the greatest shares of adults who are in the lower-,
middle- or upper-income tiers, 2014

® Middle-income areas SHARE

MIDDLE
INCOME
Yy Wausau, WI 67%
@ Janesville-Beloit, WI 65
d .. o @ o Sheboygan, WI 63
,‘ Urban Honolulu, HI 63
® Lebanon, PA 63
y Ogden-Clearfield, UT 63
(] ‘ Kankakee, IL 62
.. Elkhart-Goshen, IN 61
Eau Claire, WI 61
[ ) ® Youngstown-Warren-Boardman, OH-PA 60
®

Upper-income areas SHARE ® Lower-income areas SHARE

UPPER LOWER

INCOME INCOME

Midland, TX 37% Laredo, TX 47%
Bridgeport-Stamford-Norwalk, CT 32 Brownsville-Harlingen, TX 47
Washington-Arlington-Alexandria, DC-VA-MD-WV 32 Visalia-Porterville, CA 46
San Jose-Sunnyvale-Santa Clara, CA 31 McAllen-Edinburg-Mission, TX 46
Barnstable Town, MA 30 Las Cruces, NM 15
Hartford-West Hartford-East Hartford, CT 30 Yuma, AZ 44
Boston-Cambridge-Newton, MA-NH 30 El Paso, TX 44
Norwich-New London, CT 29 Fresno, CA 43
San Francisco-Oakland-Hayward, CA 28 Merced, CA 43
Trenton, NJ 28 Lake Havasu City-Kingman, AZ 43

Note: Middle-income adults live in households with incomes two-thirds to double the national median size-adjusted household
income, about $42,000 to $125,000 annually in 2014 for a three-person household. Lower-income households have incomes
less than two-thirds of the median, and upper-income households have incomes that are more than double the median.
Household incomes are adjusted for the cost of living in metropolitan areas.

Source: Pew Research Center analysis of the 2014 American Community Survey (IPUMS)

“America’s Shrinking Middle Class: A Close Look at Changes Within Metropolitan Areas”

PEW RESEARCH CENTER
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Among the Midwestern areas with some of the highest shares of adits who are middle income,
the areashardest hit by the loss in manufacturing jobs were Janesville-Beloit, Wl , where
manufacturing employment fell 49% from 2000 to 2014, and Youngstown-Warren-Boardman,
OH-PA, where it fell 42%. Although at least six-in-ten adults were middle class in these areas in
2014, both localities experienced lossesfrom 2000 to 2014 in the share of adults who were upper
income and increases in the sharewho were lower income. Thus, the economic status of the
middle class in some of the Midwestern localities is not necessarily on firm ground .

The remaining top 10 middle-income metropolitan areas experienced more modest losses in
manufacturing jobs and other sectors steppedin to pick up the slack in severalareas For example,
from 2000 to 2014, Wausau, WI, lost 3,200 manufacturing jobs but overall private sector
employment increased by nearly 1,000. Similarly, Eau Claire, WI, had a loss of 2,300
manufacturing jobs but an overall gain of 5,700 private sector jobs. Neither of these two areas
experienced much of a change in the shares of adults who were lower income, and Eau Claire
witnessed a rise in the share who were upper income.Thus, at least some of these industrial
communities held on to their economic standing or saw it improve despite the decay in
manufacturing.

Metropolitan areas with the largest upper -income populations are mostly in the Northeast or on
the California coast. Midland, TX, the exception to this rule, leads the metropolitan ranking of
upper-income areas Some 3% of the adult population in Midland was upper incomein 2014,
thanks to a prospering oil economy. High -tech corridors, such as BostornrCambridge-Newton, MA -
NH, and San JoseSunnyvale-Santa Clara, CA are on this list, along with financial and commercial
centers, such as Hartford-West Hartford -East Hartford, CT. The adult populations in most of
these upper-income areasare also more likely to have a college degree tharin the nation overall.

The 10 metropolitan areas with the biggest lower-income tiers are toward the Southwest, several
on the southern border. Two metropolitan areas in Texas, Laredo and Brownsville-Harlingen, lead
the country in this respectd in both areas 47% of the adult population lived in lower -income
households in 2014. Farming communiti es in central California, namely Visalia -Porterville, Fresno
and Merced, are also in this group of lower-income areas. With the exception of Lake Havasu City
Kingman, AZ, Hispanics accounted for more than half of the population in each ofthese lower-
income metropolitan areas in 2014, compared with 17% nationally.

Looking across the broader swath of metropolitan areas, the share of adults who are middle

income ranged from a low of 42% in Monroe, LA, to a high of 67% in Wausau, WI, in 2014. But in
the majority of metropolitan areas 8 118 of the 229 examined the share of adults who were middle

www.pewesearchorg
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income fell within a relatively narrow range of 50 % up to 55%. These metropolitan areas are
dispersed across the country, not displaying a cleargeographical pattern.

In about a quarter of the metropolitan areas in 2014, middle-class adults do not constitute a clear
majority of the adult population . Notably, many of the nation & largest metropolitan areas fall into
this group, including Los Angeles-Long Beach-Anaheim, CA, where 47% of adults were middle
income; San FranciscoOakland-Hayward, CA (48%); New York-Newark-Jersey City, NY-NJ-PA
(48%); Boston-Cambridge-Newton, MA-NH (49%) ; and Houston-The Woodlands-Sugar Land, TX
(49%).

In some of these metropolitan areas, such as the Boston and San Francisco regions, threlatively
small share of the middle-income tier reflects the fact that the upper-income tier is larger than
average. But in the Los Angeles regionthe middle classis relatively small because the share of
adults who are lower income is greater than average.

Perhaps unsurprisingly, the relative size of the lower-income or upper-income tier in a
metropolitan area is correlated with the median income of households overall in the area. In
Laredo, TX, the area with the largest lower-income tier, the median household income was 35%
less than the national median income in 2014. In Midland, TX, the metropolitan area with the
largest upper-income tier, the median income was 45% greater than the ndional median. 12

The extent of income inequality in a metropolitan area also matters. Middle -income adults
account for a larger share of the adult population in metropolitan are as where there is less of a
difference between the incomes of the highestearning and lowest-earning households. Wausau,
WI, Janesville-Beloit, WI, and Sheboygan, WI, the three areas with the largest middle classesare
also among the metropolitan areas that had the lowest levels of income inequality in 2014.

Changes in the economic status of metropolitan areas from 2000 to 2014

As the middle of the income distribution hollowed around the country from 2000 to 2014 , the
movement was more up the economic ladder than down the ladder in some metropolitan areas
(winners) while in other areas there was relatively more movement down the ladder (losers).

Nationally, the share of adults in the upper-income tier increased from 176 in 2000 to 20%in
2014, a gain of 2percentage points.!3 Meanwhile, the share of adults in the lower-income tier

12 These estimates are derived after incomes in the metropolitan areas have been adjusted for the cost of living in the aregivelto the
national cost of living.
13 Differences are computed before estimates are rounded.

www.pewesearchorg
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increasedfrom 28% to 29%, an increase ofl percentage point. The differenced 1 percentage
point 8 is the net gain for American adults. By this measure, the net gain in economic status varied
considerably acrossmetropolitan areas.'*

The metropolitan areas that experienced the
largest gain in economic status from 2000 to The 10 metropolitan areas that gained
2014 are Odessa and Midland, neighboring or lost the most in economic status from

communities in Texas with energy-based 2000 to 2014
economies. The other major winners among The change in the share of adultswho were upper

t lit ied | t N income minus the change in the share who were lower
metropolitan areas are varied in nature. New income (% point change)
Orleans-Metairie, LA, and Baton Rouge, LA
are relatively prominent in shipping and
petrochemicals, but Lafayette, LA, has more of
a stake in information technology. Amarillo,

Odessa, TX

Midland, TX
Barnstable Town, MA
Lafayette, LA

TX, is principally a meat packing economy, Lewiston-Auburn, ME
while Barnstable Town, MA, is a leading New Orleans-Metairie, LA
tourist destination on Cape Cod. Amarillo, TX
Johnstown, PA
. . . Baton Rouge, LA
The areas with the largest gains in economic Grand Junction, CO
status are not necessarily areas with high All U.S. 1
shares of upperincome households. Indeed, Rocky Mount, NC EN
several are decidedly average, with the shares Rockford, IL -10
of lower-, middle- and upper-income Detroit-Warren-Dearborn, Ml -10
. . . Mansfield, OH -11
populations closely resembling the national Fort Wayne, IN S
distribution in 2014. In Grand Junction, CO, Michigan City-La Porte, IN
for example, some 52% of the adult population Hickory-Lenoir-Morganton, NC
was middle income in 2014, 28% was lower Jackson, Ml Gl
income and 20% was upper income. But Goldsboro, NC
Grand Junction got to the national norm by Springfield, OH
nearly doubling the share of its upper-income Source: Pew Research Center analysis of the 20@@cennial

population from 2000 to 2014 making it one censusand 2014 American Community Survey (IPUMS)

of the big winners. OAmerica® Shrinking MiddleClass: A Close Look at Changestitin

Metropolitan Area®
PEW RESEARCH CENTER

14 An increase in the share that isipper income or a decrease in the share that is lower income signals an improvement in economic status. A
decrease in the share that is upper income or an increase in the share that is lower income signals deterioration in econetatas. A 1
percentage mint increase or decrease in the share that is lower income is given the same weight as a 1 percentage point increase or
decrease in the share that is upper income.
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Although other factors may also be at work, the 10 metropolitan areas with the greatest losses in
economic status from 2000 to 2014 have one thing in commond a greater than average reliance on
manufacturing. 1> Most of these areas,such asSpringfield, OH , and Detroit -Warren-Dearborn, Ml ,
are in the so-called Rust Belt. The areas not in the RustBelt, such as Rocky Mount, NC and

Hickory -Lenoir-Morganton, NC, are also industrial communities.

These areaggenerally experienced a significant drop in manufacturing employment from 2000 to
2014, ranging from 23% in Fort Wayne, IN, to 51% in Hickory-Lenoir -Morganton, NC, compared
with 29% nationally. The jobs lostin manufacturing were not entirely picked up elsewhere as
overall private sector employment also fell from 2000 to 2014 in these 10 metropolitan areas,
ranging from a decrease 0f3% in Goldsboro, NC, to a decrease 0f25% in Hickory -Lenoir -
Morganton, NC. I n contrast, private sector employment in the U.S. overall increased 5% from
2000 to 2014 .16

Across the 229 metropolitan areas analyzed,119were winners, moving up in economic status from
2000 to 2014, and 110were losers. Changes in median household income are related to the
likelihood that a metropolitan area proved to be a winner or a loser. Areas with higher growth in
median household income from 1999to 2014 were more likely to experience an increase in the
share of adults who are upper income and a derease in the sharewho are lower income. Trends in
income inequality also made a difference. Areas with more of an increase in income inequality
from 1999to 2014 experienced lkrger losses in themiddle -classshare.

Households experience financial setbacks in most metropolitan areas

American households in all income tiers experienced a decline in their incomes from 1999to 2014.
Nationally, t he median income of middle-income households decreased from $77,898 in1999to
$72,919 in 2014, a loss of 6%. The median incomes of lowetincome and upper-income households
fell by 10% and 7% respectively, over this period.

The decline in household incomesat the national level reflected nearly universal lossesacross U.S.
metropolitan areas. Middle -income households lost ground financially in 222 of 229 metropolitan
areasfrom 1999to 2014. Meanwhile, the median income of lower-income households slipped in
221 metropolitan areas and the median for upper-income households fell in 215 areas.

5l'n 2014, the manufacturing sector 6s s h afeld Ol fo 4BOPRockypMourih, BiG, e ar eas r an
compared with 12% nationally, according to the Bureau of Economic Analybisp(//www.bea.gov/index.htm). In Springfield, the

manufacturing share was down from 30% in 2001.

16 Employment data are from the U.S. Bureau of Labor Statistics.
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The trends in income point to economic
pressures on the middle class,including in
areas where it still holds a large share of the
population. In Sheboygan, WI,where 63% of
adults are middle class, the median income of
the middle class fell by 17%, from $80,281 in
1999to $66,719 in 2014. Also, middle-income
households in areassuch as Janesville Beloit
and Eau Claire in Wisconsin and Elkhart-
Goshen in Indiana experienced at least a 10%

decrease in median incomes. Thus, while these

communities are still largely middle class, the
financial security of middle -classhouseholds
in them has deteriorated since 1999.

Looking across metropolitan areas in 2014,
there is considerable variation in the median
income of households. For households overall,
the median income ranged from $39,752 in
McAllen -Edinburg -Mission, TX, to $90,743 in
Midland, TX. Also, the incomes of households
within each income tier varied across
metropolitan areas. Among middle -class
households, the median income ranged from
$64,549 in Hanford -Corcoran, CA to $81,283
in Racine, WI, a gap of 26%?7

Median incomes of the middle class and
other tiers fell from 1999 to 2014

Median income of households, by income tier, in 2013-14
dollars and scaled to reflect a three-person household

2014 m1999

$173,207

Upper
$186,424

$72,919

Middle

$23,811
Lower
$26,373

Note: The income data collected in the 2000 decennial census we
for calendar year 1999.

Source: Pew Research Center analysis of the 20@@cennial
censusand 2014 American Community Survey (IPUMS)

O0Ameri cads Slass: i Klose gookMi Chahdestitin
Metropolitan Areasbo
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17 It is worth recalling thatmiddle-income households in any metropolitan earn from $41,641 to $124,924 after incomes have been adjusted
for differences in the cost of living across areas and scaled teflect a threeperson household
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Road map to the report

This report divides households in U.S. metropolitan areas into three income tiers 8 lower income,
middle income and upper incomed depending on how their incomes compare with the national
median household income. Household incomes within each metropolitan area are first adjusted
for the cost of living in the area relative to the national average cost of living. Incomes are also
adjusted for household size andscaled to reflect a household size of hiree.

In drawing comparisons over time, h ouseholds that were in the lower-, middle- or upper-income
tier in 2014 are compared with householdsin those tiers in 2000 . The analysis does not follow the
same households over time and some householdsthat were middle income in 2000 may have
moved to a different tier in 2014. The demographic composition of each income tier may also have
changedover the period.

The first chapter of the report describes how the U.S. adult population was distributed across the
three income tiers in 2000 to 2014. It also describes the impact of adjusting incomes in
metropolitan areas for the local cost of living .

The report then focuses on the size and economiavell-being of lower-, middle- and upper-income
tiers in U.S. metropolitan areas in 2014, and on how the metropolitan areas compare in these
respects. The final chapter analyzes changes in the relative size andvell-being of the income tiers
from 2000 to 2014 at the metropolitan level .

Appendix B contains tables with estimates of the shares of the adult populations in lower-, middle -
and upper-income tiers in 229 metropolitan areas and changes in those shares from 2000 to 2014.
Maps in Appendix B depict these changespictorially . Additional data on all metropolitan areas,
such as median incomes, cost of living and other economic and demographic indicators, are
available online for download.
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1. The American middle class loses ground nationally

The share of the American adult population that lives in middle -income households has fallen
since 2000. The trend this century is the continuation of a long -running decline. An earlier
analysis by the Pew Research Center, which looked at the period from 1971 to 2015, demonstrated
that the middle class in the U.S. has been shrinking steadily for

more than four decades?8

Who is middle income?

In 2013-14 dollars and scaled to

Nationally, the movement out of the middle from 2000 to 2014
reflect a three-person household

has been accompanied by rising shares of adults in both upper

income and lower-income tiers. Notably, however, when looked #3734 $124,924
at as a whole, the share of Amercans who are upper income

increased more than the share that are lower income. But, as

shown in later chapters, this is not a pattern that describes the MIDDLE-INCOME RANGE
experience of all metropolitan areasd in almost half the areas

examined, there has been more movement davn the ladder than

up.
$45,115 $41,641
These findings emerge from a new Pew Research Center analysis
of data from the 2000 decennial census and the 2014 American 1999 2014
Community Survey (ACS), both conducted by the U.S. Census
Bureau.'® Adults are classified aslower, middle or u pper income
based on their household income adjusted for the number of Note: In 2000, the assignment of

] ) o ] ] households to anincome tier is based on
people in their household. Additionally, incomes are adjusted for  their income in 1999.
the cost of living in a metropolitan area relative to the country Source: Pew Research Center analysis of

the 2000 decennial census and 2014

overall. The analysis covers 229 of 381 metropolitanareas in the  ,,c/ican community Survey (PUMS).

U.S. accounting for 76% of the national population in 2014. SAmericads Shrinkir

Look at ChangedVithin Metropolitan
Areasbod

With the recession, the value of a ‘middle-class PEW RESEARGEENTER

income’ diminished from 1999 to 2014

Middle -income households are defined as those with an income that is twothirds to double that of
the overall median household income, after having been adjusted for household size. Lower

18 The estimates in the 2015 report were deriveétom Current Population Survey (CPS) data and differ slightly from the estimates in this
report, which are derived from American Community Survey (ACS) data.

19 Thedata files used in this report are sourced from théntegrated Public Use Microdata Series (IPUM3pvided by the University of
Minnesota.
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income households have incomes less than twethirds of the median, and upper-income
households have incomes that are more than double the median2

Because the median household income in the U.S. has fallen since 1999, the minimum amount it
takes to be middle income has also fallen. Specifically, the median household income in the U.S.
decreased from $67,673 in 1999 to $62,462 in 2014, after adjusting for household sze and scaling
to a household of three. Thus, the minimum income needed to be a middle-income household fell
from $45,115 in 1999 to $41,641 in 2014

The top end of the middle-income range also
decreased, from $135,346 in 1999 to $124,924
in 2014. The downward trend in what it means
to be middle income is the result of the 2001

Share of American adults living in
middle-income households has fallen

% of adults in each income tier

. . Lower Middle Upper

recession and the Great Recession of 200709,
and the slow economic recoveries after each. 2014 51 20
A smaller share of adults are 2000 - 17
middle income

. . . Note: The assignment of adults to an income tier in 2000 is basec
Notwithstanding the lowering of the threshold on their household income in 1999.
to be defined as middle income, the share d Source: Pew Research Center analysis of the 2000 decennial
American adults in middle -income households census and 2014 American Community Survey (IPUMS)
also decreased, from 55% in 2000 to 51% in oAmericads Shrinking Middle C

Metropolitan Areaso

2014. At the same time, the share of adults in
the upper-income tier increased from 17% to
20%. The share of adults in the lower-income
tier also increased, from 28% to 29%. Thus, the distribution of adults by their household income
has hollowed in the middle in this century.

PEW RESEARCH CENTER

The shrinking in the middle is more pronounced over the long haul. As previously reported by Pew
Research, the middle-income share decreased from 61% in 1971 to 50% in 2015. Over this nearly
45-year period, the share of the upper-income tier rose from 14% to 21%, and the share in the
lower-income tier increased from 25% to 29% 22

20 The basic conclusion that a shrinking share of the adult population lives in the middle has been found to be true under geaf middle
income definifons. They include defining the middle ascome between75% and 150% of the overall medianincome between 75% and five
times the U.S. povertyihe Burkhauser, Cutts, Daly and Jenkins, 1999and income within50% of the median

21 The 2000 decennial census collected income data for 1999, the preced) calendar year. Thus, the assignment of adults to an income tier
in 2000 is based on their household income in 1999

22 These figures are based on Current Population Survey data and may differ from the estimates in this report.

www.pewesearchorg


http://www.pewsocialtrends.org/2015/12/09/the-american-middle-class-is-losing-ground/
http://www.pewsocialtrends.org/2008/04/09/inside-the-middle-class-bad-times-hit-the-good-life/
https://www.whitehouse.gov/sites/default/files/krueger_cap_speech_final_remarks.pdf

20
PEW RESEARCH CENTER

Adjusting incomes for the cost of living in a metropolitan area

The national middleincome standard definedpreviouslyi$41,641 to $124,924 for a three-person

household in 2014fis also used to determine the economic status of households in all metropolitan areas.
However, because the prices of goods and services in a metropolitan area are typically different from the
prices nationally, it is necessgy to adjust household incomes in each area for that difference in the cost of
living. By this process, the incomes of households in relatively expensive areas are adjusted downward anc
the incomes of households in relatively cheaper areas are adjusted ugmal.

In this report, the metropolitan areaost-ofliving adjustment is based on price indexes published by the U.S.
Bureau of Economic AnalysiBEA) These indexes, known as Regional Price Parities, compare the prices of
goods and services in a metropdhn area with the national average pricesof the same goods and services.
The latest available estimates for these indexes are for 201(@letails on Regional Price Parities are available
at http://www. bea.gov/regional/index.htn).

The BEAOs Regional Price Parities show a wide rz¢
the 229 areas covered in this report, the area with the lowest cost of living was Jackson, With a price level
that was 17% less than the national averagdJrban Honolulu, HI, was one ohe most expensive areaswith

a cost of living about 2.5% greater than the national average.

Since Jackson is relatively inexpensive, households in that aneeed to receivean income of only about
$34,600, or 17% less thanthe national standard of$41,641, to be considered a part of the American middle
class.But a household in Urban Honolulu needsnaincome of about $51000, or 22.5% more than the U.S.
norm, tobe consideredmiddle class.

Onceincomes of householdsn all metropolitan areas have been adjusted for cosbf-iving differences and
household size they are assigned to the lower middle- or upperincome tier using the common national
standard definedpreviously Accounting for the cost of living naturally has an impact on the estimated
distribution of adults by income tier. In Jackson, the share of adults who are upper income in 2014 increase
from 8% before thecost-of-living adjustment to 15% after the adjustmen In Urban Honolulu, the share of
adults who are upper income falls from 27% to 15% after accounting for the cost of livingd the shares

who are lower income and middle incomsse.
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