
1 

 

PERSONALLY SPEAKING 
Special Issue February 12, 2015 

 

OBAMA’S MIDDLE-CLASS ECONOMICS 

Edward J. O’Boyle, Ph.D. 

Mayo Research Institute 

Permission to quote is granted when the source is acknowledged. 

February 12, 2015  

 

If President Obama’s commitment to “middle-class economics” is to have any chance for 

implementation it must be grounded in the proper data and values that are defensible. The proper 

data relates to income. Defensible values relate to what is fair, what is just.   

 

With regard to the proper data, we have selected Census Bureau income data for households. 

Selecting defensible values is much more difficult because fairness depends on the value system of 

the person who uses that concept. Obama’s position as to what is fair seems to be that high-income 

households have too much and low-income households have too little justifying schemes that take 

from the one and give to the other. Our preference regarding values is to replace fairness with 

unmet need.   

 

The problem with unmet need is how best to define it. However, once we look at actual data on 

household income we are in a better position to argue if the present income distribution reflects 

unmet need that is growing or diminishing. Looking carefully at the data has the effect of ruling out 

opinions about unmet need that are extreme or unreasonable. For example, we know from years of 

experience that a good major league baseball hitter has a batting average of .300 or higher and a 

good pitcher has an earned run average of 3.00 or lower. No one hits .500 for the season or has an 

earned run average of 0.00. 

 

Data on median household income is a good proxy for the financial condition of the middle class 

because half of all households are below the median and half are above. 

 

In constant dollars median income for all U.S. households has risen from $51,121 in 1987 to only  

$51,939 in 2013. These data points suggest that the unmet need of the middle class has not been 

diminishing.   

 

There are, however, very large differences in median income depending on the number of earners 

in the household. For households with no earners median income in 2013 was $19,996.  For the one-

earner household it was $43,916. Two-earner households had median income of $85,049. Median 

income in households with three or more earners exceeded $100,000.  

 

Thus, for households with no earners median income in 2013 was almost $32,000 below the figure 

for all households. For those households one could argue that there is much unmet need. The 

median income for households with two earners today is slightly more than $33,000 above the all-
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household figure. For those households, along with the three-and four-earner households, one could 

argue there is little unmet need.  

 

The disaggregated data draws into question the argument that the entire middle class has been 

burdened with growing unmet need for years and calls for a revision to Obama’s middle-class 

economics. Is there unmet human need in a system that provides one-half of all households with two 

earners income above $85,049 and one-half of all households with three or more earners incomes 

above $100,000?  

 

There are an estimated 29.1 million no-earner households in the United States today. It seems 

reasonable to provide federal benefits to these households on grounds that they are needy if their 

income is below the poverty level and if the adults are severely disabled, are caregivers for others in 

the household, are too old to work, lack the cognitive capabilities to function effectively in the 

workplace, or have looked for work but are unable to find work.  

 

Providing benefits to the middle class can be achieved according to the White House by “reforming 

the tax code to help middle-class families get ahead, tripling the child care tax credit, expanding 

child care assistance, encouraging state paid leave initiatives, ensuring access to quality, affordable 

health care … bolstering job training so that it leads to careers, expanding access to child care and 

early education, supporting and rewarding work, and helping families save for retirement.” 

 

The question as to providing benefits to the nearly 46 million one-earner households is more 

difficult to answer. Half of them have income above the $43,916 median. The 2013 poverty standard 

for a family of four including two children under 18 is $23,624 suggesting that at least half of these 

households are living well above the poverty level. The rest might qualify for benefits if they meet 

the conditions set forth for the no-earner households.     

 

An estimated 52 million households, which include all of the no-earners and half of the one- 

earners, could reasonably be identified as needy and therefore might qualify for federal benefits. Is 

it reasonable, however, to require the roughly 71 million other households with higher incomes to 

support the 52 million with lower incomes?  

 

Obama’s middle-class economics puts the burden of any redistribution scheme on the backs of top-

earning households by eliminating “what may be the largest single loophole in the tax code – a 

provision … that lets wealthy households avoid taxes on hundreds of billions in capital gains each 

year” by raising “the top capital gains and dividend rate for high-income households to 28 percent” 

and by reforming “financial sector taxation to make it more costly for large, highly-leveraged 

financial firms to finance their activities …”. Obama also proposes taxing the oversea earnings of 

U.S. companies that already have paid taxes on those earnings in the foreign countries where they 

operate. This is what Obama means by everyone paying their “fair” share.  

 

Is it reasonable to require the 4.6 million households with income above $100,000 -- income 

sufficient to be included in the top 20 percent of all households -- to support the 52 million 

households who could qualify for benefits on the basis of their unmet need? 
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There is another way to raise household income. More jobs that pay better than the current 

minimum wage and the suggested higher minimum of $10 or $15 per hour. Working at a year-

round full-time job at $15 yields pre-tax income of only $31,200. Two such jobs in the same 

household produce income of $62,400 which is well above the $51,939 median for all households. 

 

The problem is that productivity across the entire U.S. economy has been spotty over the last 15 

years and the gains from productivity have not been widely shared with the labor force. Some of 

the gains take the form of lower prices or higher profits. If a person who was earning $15 per hour 

15 years ago had his/her pay tied directly to U.S. business sector productivity improvement hourly 

pay today would have been nearly $20. However, real compensation, which removes the gains 

shared with consumers and employers, in addition to inflation, would have risen from $15 per hour 

to just $16.37. A person working year round, full time at that pay would have earnings well below 

the $51,939 median household income. Obama’s middle-class economics mentions productivity only 

once and ties it to immigration reform. 

 

Work, coupled with steady year-to-year productivity gains, is an effective remedy for low income 

households but only when two persons in the household are working. For liberals, Obama’s middle 

class economics is appealing because it offers higher incomes through redistribution without any 

incentives to improve productivity. For conservatives it is unacceptable because it imposes most of 

the burden of additional support for the needy on a small number of high-income households. 

 

Obama’s middle-class economics does not unite America. It pits the haves against the have-nots and 

skirts the issue as to who will pay for his own projected federal deficits in FY 2015 and FY 2016 in 

excess of $1,000,000,000,000 (trillion).     
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