Stagnant Wages, Rising Inequality
By: Ethan Pollack

The Problem

During President Bush’s tenure in office, working-class Americans have worked hard and
increased their productivity, yet they are enjoying fewer and fewer of the benefits. In the first
five years of the Bush Administration, the incomes of regular Americans did not keep pace with
inflation, leading to declining real wages; this stands in contrast to high-income Americans,
whose incomes have risen at staggering rates and to unprecedented levels. While the rise in
inequality predates President Bush, his economic policies have neglected and oftentimes
worsened the situation, resulting in record high levels of inequality.

Real incomes are stagnating and even falling.

Between 2001 and 2007, the real income of the median working-age household decreased
by 1.9%, a loss of $1,107, despite productivity increasing by 18.5% over that time.! The
real median income for all households rose by a meager 1.6%.?

Wageg for workers with a college degree increased by just 0.4% between 2001 and
2007.

Between 2001 and 2007, the average income of the lowest quintile is down 2.7%, while
the middle quintile is up a mere 0.1%.*

Income inequality is increasing.

Between 1979 and 2006, the average income of the richest 0.1% of Americans rose a
staggering 364%, or nearly 25 times more than the growth of the median household
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income.

More recently, between 2001 and 2006 the average income of the top 1% increased by
33%,° or 165 times more than the growth of the median household income.

The top 10% of households received 46% of the nation’s income in 2006, equal to the
highest share since 1932. The top 1% received 20% of the nation’s income in 2006, the
highest amount since 1928."

What has President Bush done?

Unions raise compensation and reduce inequality,® but the Bush administration has
actively weakened unions.

Union membership in the private sector is at an all-time low.°

President Bush opposed — and threatened to veto — the Employee Free Choice Act, which
would make it easier for workers to unionize.



President Bush’s National Labor Relations Board (NLRB) redefined the term of
“supervisors,” who under federal law are not allowed to unionize, thus potentially
denying up to 8 million workers the right to unionize.*®

The Bush administration undermined voluntary union recognition agreements between
workers and employers by ruling that just 30% of workers can reverse such an
agreement.

President Bush cut taxes for the wealthy.

Bush’s tax cuts from 2001 to 2006 have made the tax code much less progressive, thus
making after-tax incomes even more unequal.

The middle quintile got a 2.4% tax cut worth $746, while the top quintile got a 3.2% tax
cut worth $4,656. The top 0.1% got a 6.2% tax cut worth $234,972.%

Bush has opposed raising the capital gains tax to the same level as the income tax. The
capital gains tax is mainly a tax on the wealthy, with nearly 80% paid by households that
make over $200,000 (the top 3% of all households). This tax rate disparity
disproportionately benefits the wealthy and creates the odd situation whereby hedge fund
managers may pay lower tax rates than their secretaries.™

What has President Bush failed to do?

President Bush neglected the falling real minimum wage.

The minimum wage has not kept pace with inflation, and therefore its real value has
declined in the last decade. In fact, the current minimum wage is 19% lower than it was
in 1979.*

Bush neglected to push for an increase in the minimum wage during his entire
presidency, and he opposed the 2007 minimum wage increase until tax cuts for
businesses were added.™

President Bush has failed to address rising health care costs.

Since 2001, health care premiums for family coverage have risen 78%.

Benefits now devour 30.2% of employers' compensation costs, with the remaining money
going to wages, up from 27.4% in 2000."

Bush opposes comprehensive health care reform, such as the Health Care for America
Plan by Jacob Hacker, which would result in $23.3 billion in savings for households per
year and $1 trillion in savings in economy-wide health care spending over 10 years.*

President Bush has done nothing to staunch the loss of the American manufacturing base.

The shrinking manufacturing base has greatly contributed to an increase in inequality.

Manufacturing jobs tend to pay well, providing weekly wages 20% higher than the
national average.*®



e Between 2001-2007, the U.S. lost 2.6 million manufacturing jobs, a 15.6% decline.?
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