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Despite strong economic conditions, survey data reveal substantial economic worry and
discontent among Americans. Pew survey data from 2024 indicated that “strengthening the
economy’” was Americans’ top policy priority, above “defending against terrorism,” “reducing
crime,” and “dealing with immigration” (Pew 2024). A separate Pew survey from that same year
found that only 53 percent of Americans believe that the “American Dream,” defined as the idea
that anyone can achieve success in the United States through hard work and determination, is
still possible (Borelli 2024).

Advancing broad economic prosperity requires an understanding of the economic well-being of
American households, as well as potential contributors to widespread economic malaise. With
that goal, this piece highlights current evidence on household financial well-being through six
facts and accompanying figures. First, we document trends in earnings and income growth across
the wage distribution as well as by educational attainment, gender, and geography. Second, we
highlight trends in the costs of two salient household budget items: housing and healthcare.
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1. Compared to half a century ago, inflation-adjusted wages have risen across
the income distribution.

The typical worker in the United States earned more in recent years than at any point over the
past half century, after adjusting for the rising cost of living.? Figure 1 shows that median hourly
wages increased by 33 percent from 1973 to 2023 and that wages increased across each earnings
decile over that time. To be sure, wage growth has not been uniform across time or across the
wage distribution. The lowest earners (the bottom 10 percent), for instance, experienced a sharp
decline in real wages from 1979 through 1997. In the subsequent period, from 1997 to 2023,
however, real wages have risen 48 percent among the bottom decile of earners—compared to 33
percent for the median worker and 37 percent for the 80th percentile of earners. Thus, the overall
story of the American worker is one of substantial wage growth over the past half century and
particularly over the past 30 years.

Figure 1: Wage growth by income decile, 1973-2023 (1973=100)
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Note: Wages are adjusted for inflation using the Personal Consumption Expenditures (PCE) price index
(US BEA 2025a).
Source: Authors’ calculations using data from Economic Policy Institute 2024

3 Throughout this paper, we adjust earnings and income data for the rising cost of living using the Personal
Consumption Expenditures (PCE) price index. Researchers typically deflate such data using either the PCE or the
CPI-U-RS, a version of the Consumer Price Index for all Urban Consumers (CPI-U) that incorporates improvements
made to CPI calculation methods over time (BLS 2025). We prefer the PCE price index as it is a chain-type price
index, meaning it incorporates consumers’ substitution behaviors as the relative prices of goods change (BLS 2011).
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2. Over the past four decades, household income has risen across the income
distribution, reflecting both rising earnings and a more generous tax-and-
transfer system.

While fact 1 concerns long-term trends in individual worker wages, examining trends in
household income helps to shed light on how total resources have changed, taking into account
changes in household structure and the tax-and-transfer system. Figure 2 plots changes in
household income, showing both market income and total income, by income quintile. “Market
income” consists of wages, along with additional labor income (such as employers’ contributions
for health insurance premiums), business income, and capital gains (CBO 2024). For all
quintiles, both market income and household income increased between 1979 and 2019. For the
lowest quintile of households, market income rose by 40 percent. Post-tax and transfer income of
this group increased by 100 percent. As outlined by Kearney and Sullivan (2025), changes to the
US tax-and-transfer system over this time, such as expansions to the Earned Income Tax Credit,
have played a large role in raising the resources of low-income households.

Figure 2: Percent change in average pre- and post-tax income, by income quintile, 1979-
2019
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Note: Post-tax-and-transfer income is measured as market income plus social insurance and means-
tested transfers, minus federal taxes. Social insurance includes Social Security, Medicare, and
unemployment insurance. Means-tested transfers include cash payments (such as Temporary Assistance
for Needy Families) and in-kind services (such as Medicaid and housing assistance programs). For more
details and methodology, see CBO 2024.

Source: Authors’ calculations via CBO 2024



3. Labor market outcomes have been marked by an increased return to
education and a decline in inflation-adjusted wages for men without college
degrees.

Despite rising wages across the income distribution and broad growth in household income,
certain groups have fared better than others over the past five decades. Indeed, breaking apart
wage data by gender and education highlights two key economic trends. First, there has been a
consistent rise in the return to education from 1973 to 2024. Both men and women with a college
degree or higher, especially those with advanced degrees, have experienced the strongest real
wage growth: From 1973 to 2024, wages for men and women with advanced degrees have risen
38.4 and 32.9 percent respectively; wages for men and women with college degrees have risen
16.9 and 27.6 percent, respectively. Second, in contrast, men without college degrees have fared
poorly in the labor market. Over this time, real wages declined 15.5 percent for men with high
school degrees and 7.8 percent for men without high school degrees.

Figure 3: Median real hourly wages, by gender and educational attainment, 1973-2023
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Note: Educational categories are mutually exclusive and represent the highest education level attained
for all individuals ages 16 and older. For details on methodology, see Economic Policy Institute 2025.
Source: Authors’ calculations using data from Economic Policy Institute 2025

The twin trends of widening inequality in wages by education groups and the decline in earnings
among men without college degrees are largely a product of developments in prior decades,
including automation and globalization. Advances in technology that began in the 1980s sparked
a polarization in the labor market that increased the returns to education and shifted workers
without college degrees into low-wage jobs (Katz and Autor 1999). Men without college degrees
saw wages stagnate in the first decade of the 2000s, as those who had been working
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manufacturing jobs that were eliminated due to rising global competition then moved into
service-sector jobs (Autor et al. 2016). In the past decade, however, labor-market polarization
has given way to general skill upgrading in the labor market, as Deming et al. (2024) describes,
and real wages have risen across all education levels, including for men with less than a college
degree.

4. Geographic income inequality has widened since 1980.

The dynamics described above tie directly into differences in economic growth that have
emerged across geographies over this time. Figure 4 shows that from 1980 to 2023, per-capita
real income (excluding government transfers) for the top 1 percent of counties rose by 165
percent, compared to 84 percent for the median county.

This divergence across cities reflects the dynamics of both labor markets and housing markets.
The increased concentration of “knowledge workers” in cities fostered further growth, creating
what Enrico Moretti (2004; 2012) has called the “Great Divergence” between highly educated,
high-income, high-growth cities that attracted these workers and the areas that did not.
Furthermore, as David Autor (2020) detailed, over this period, cities experienced a decline of
middle-paying production or clerical jobs that a worker without a college degree might have
once found there. From 1980 to 2015, the “urban wage premium” for workers with a college
degree or greater rose by 50 percent, driven by the rise of high-paying professional and
managerial jobs in cities.

At the same time, inelastic housing supply in these “superstar” cities caused house prices to rise
to the point that living in such cities has become unaffordable for many low-wage service-sector
workers (Gyorko, Mayer, and Sinai 2013). These developments have cut off a key mechanism of
regional income convergence and individual economic mobility—a mechanism of which
America’s cities have historically served as a trademark (Glaeser et al. 2005; Glaeser 2011;
Ganong and Shoag 2017).



Figure 4: County-level, inflation-adjusted, per-capita income growth, excluding transfers,
by percentile, 1980-2023
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Note: Data in 2023 dollars. Income adjusted using PCE price index.
Source: Authors’ calculations using US BEA 2025b

5. Rising housing costs have strained the budgets of many low-income
Americans, making renting more burdensome and homeownership
increasingly unattainable.

To be sure, rising housing costs are a concern not only in large cities but across the country, as
Keys and Reina (2025) detail. Rent is consuming a larger share of household budgets, rising
home prices are making home buying unaffordable, and for recent homebuyers, high mortgage
rates mean that mortgage payments consume a significantly higher share of monthly budgets
than they did for prior cohorts.

Figure 5 shows that roughly half of US renters are now classified as rent-burdened, meaning they
spend 30 percent or more of their income on housing (US Census Bureau 2024). This burden is
the largest for low-income households. In 2022, 83 percent of renters with incomes below
$30,000 spent at least 30 percent of their income on rent. The largest increases over time have
been seen for middle-income renters: The share of households making between $45,000 and
$75,000 who spent at least 30 percent of their income on rent has nearly doubled since 2001,
reaching 45 percent in 2022 (Airgood-Obrycki 2024).



Figure 5: Share of renter households moderately or severely cost-burdened, by income
quintile, 2001-2022
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not required to pay rent are assumed to be unburdened.

Source: Airgood-Obrycki (2024) tabulations of American Community Survey one-year estimates

Likewise, high interest rates, tight lending standards, and constrained supply have made
homeownership increasingly unaffordable for the typical American. Figure 6 shows the Federal
Reserve Bank of Atlanta’s estimate of the income needed if annual homeownership costs are to
equal no more than 30 percent of annual income and plots it against the actual median income.
From 2008 to 2019, that “qualified income” matched the median annual income. But from 2020
through 2023, the qualified income has risen to 1.5 times the median annual income.

Finally, for homebuyers able to obtain a mortgage since the pandemic, housing costs take up a
substantially higher share of income compared to costs for homebuyers pre-pandemic, as shown
in figure 7 below. For a buyer who obtained a mortgage in 2016, those payments consumed on
average 15 percent of income in the first year; for a buyer in 2024, first-year mortgage payments
made up 26 percent.



Figure 6: Median annual household income and qualified income
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Note: Qualified income is defined as the income needed if annual homeownership costs are to equal
no more than 30 percent of annual income.
Source: Federal Reserve Bank of Atlanta 2025

Figure 7: Mortgage payments as a share of household income, by mortgage vintage, 2016—
2024
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6. Healthcare costs are outpacing inflation.

Housing is not the only household necessity that has become increasingly expensive. Healthcare
costs in the United States have risen steadily over the past several decades. Americans face high
and rising out-of-pocket costs, which more than doubled from $677 per person (inflation-
adjusted) in 1970 to $1,425 in 2022, as shown in figure 8. Importantly, out-of-pocket
expenditures do not include spending on health insurance premiums, which have also risen
substantially. In 1999, an average worker contributed $1,564 in premiums for family health
insurance (not including the employer’s contribution); by 2024, that cost had more than
quadrupled to $6,393 (KFF 2024).

Research has found that healthcare costs are rising largely because prices—that is, the amount
individuals pay for goods and services like pharmaceutical drugs, physician care, and hospital
stays—have risen, as opposed to families consuming more healthcare and prices staying the
same (Anderson et al. 2019). Figure 9 shows that while the overall consumer price index has
risen 86 percent since 2000, the index for medical care has risen 121 percent.

Figure 8: Annual per-capita out-of-pocket healthcare expenditures, 1970-2022
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Source: Cox et al. 2024b

While part of the rise in prices has been attributed to forces like hospital consolidation, high
prices are also a result of valuable innovations that have led to new (and more expensive) drugs
and treatments (Cooper et al. 2019). As Garthwaite and Starc (2023) lay out, high prices
themselves serve as an incentive for firms to make costly investments in innovation, which
increases access to new drugs and treatments in the future. In this way, reforms should focus on
driving value in today’s healthcare system—by (for example) improving transparency and



competition at several points in the pharmaceutical drug supply chain, rather than strictly by
lowering prices.

Figure 9: Cumulative percentage change in inflation for medical care and for all goods and
services, January 2000—June 2024
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Source: Cox et al. 2024a

Conclusion

Advancing widespread prosperity today requires a clear understanding of the current state, and
historical evolution, of household economic well-being. Contrary to popular claims, American
workers across the wage distribution are materially better off now than they were in 1979. Wage
growth has exceeded the increased cost of living even for the bottom 10 percent of workers—
indeed, the story of wage stagnation is largely one that ended in the mid-1990s. The rise in
household income has been even greater due to the increased generosity of the tax-and-transfer
system.

However, automation and globalization have widened the gap in wage growth between those
with college degrees or greater, who have seen faster-than-average wage growth, and non-
college workers, particularly men with high school degrees or less. These highly educated
workers clustered in a small set of high-tech cities, and as housing supply failed to keep up with
demand, such cities became too expensive for low-wage workers—driving a trend of widening
geographic income inequality and cutting off mechanisms of economic mobility. Indeed, housing
costs are increasingly straining renters’ and many homeowners' budgets across the country.
Along with housing, healthcare costs are a salient household expense that has outpaced overall
price growth in recent decades.



References

Airgood-Obrycki, Whitney. 2024. “Renters’ Affordability Challenges Worsened Last Year.”
Housing Perspectives (blog), Harvard Joint Center for Housing Studies, December 16.
https://www.jchs.harvard.edu/blog/renters-affordability-challenges-worsened-last-year.

Alloway, Tracy, and Joe Weisenthal. 2025. “Why Cracks in the American Consumer Are
Spreading.” Bloomberg Daily Newsletter, April 30.
https://www.bloomberg.com/news/newsletters/2025-04-30/why-cracks-in-the-american-
consumer-are-spreading.

Anderson, Gerard F., Peter Hussey, and Varduhi Petrosyan. 2019. “It’s Still the Prices, Stupid:
Why the US Spends So Much on Health Care.” Health Affairs 38, no. 1 (January): 87-95.
https://doi.org/10.1377/hlthaff.2018.05144.

Autor, David. 2020. The Faltering Escalator of Urban Opportunity. Aspen Economic Strategy
Group, July 8. https://live-aspen-economic-strategy-group.pantheonsite.io/wp-
content/uploads/2020/12/Autor_Urban-Opportunity.pdf.

Autor, David, David Dorn, and Gordon H. Hanson. 2016. “The China Shock: Learning from
Labor Market Adjustment to Large Changes in Trade.” Annual Review of Economics 8,
no. 1 (October): 205—40. https://doi.org/10.1146/annurev-economics-080315-015041.

Borelli, Gabriel. 2024. “Americans Are Split over the State of the American Dream.” Pew
Research Center, July 2. https://www.pewresearch.org/short-reads/2024/07/02/americans-
are-split-over-the-state-of-the-american-dream/.

Bureau of Labor Statistics (BLS). 2011. “Consumer Price Index: First Quarter 2011.” Focus on
Prices and Spending 2, no. 3 (May): 1-7.
https://www.bls.gov/opub/btn/archive/differences-between-the-consumer-price-index-
and-the-personal-consumption-expenditures-price-index.pdf.

Bureau of Labor Statistics (BLS). 2025. “Consumer Price Index: R- CPI-U-RS Homepage.”
Bureau of Labor Statistics, last modified March 21. https://www.bls.gov/cpi/research-
series/r-cpi-u-rs-home.htm.

Congressional Budget Office (CBO). 2024. The Distribution of Household Income, 2021.
Congressional Budget Office, September 11. https://www.cbo.gov/publication/60341.

Cooper, Zach, Stuart V. Craig, Martin Gaynor, and John Van Reenen. 2019. “The Price Ain’t
Right? Hospital Prices and Health Spending on the Privately Insured.” Quarterly Journal

10


https://www.jchs.harvard.edu/blog/renters-affordability-challenges-worsened-last-year
https://www.jchs.harvard.edu/blog/renters-affordability-challenges-worsened-last-year
about:blank
about:blank
https://www.cbo.gov/publication/60341

of Economics 134, no. 1 (February): 51-107.
https://pubmed.ncbi.nlm.nih.gov/32981974/.

Cox, Cynthia, Krutika Amin, and Rabah Kamal. 2024a. “How Does Medical Inflation Compare
to Inflation in the Rest of the Economy?”’ Peterson-KFF Health System Tracker, July 2.
https://www.healthsystemtracker.org/brief/how-does-medical-inflation-compare-to-
inflation-in-the-rest-of-the-economy/.

Cox, Cynthia, Jared Ortaliza, Emma Wager, and Krutika Amin. 2024b. “Health Care Costs and
Affordability.” In Health Policy 101, edited by Drew Altman. Kaiser Family Foundation,
May 28. https://www kff.org/health-policy-101-health-care-costs-and-affordability/.

Deming, David, Christopher Ong, and Lawrence H. Summers. 2024. “Technological Disruption
in the US Labor Market.” In Strengthening America’s Economic Dynamism, edited by
Melissa S. Kearney and Luke Pardue, 168-96. Aspen Institute.
https://www.economicstrategygroup.org/wp-content/uploads/2024/10/Deming-Ong-
Summers-AESG-2024.pdf.

Economic Policy Institute. 2025. “Hourly Wage Percentiles—Real Hourly Wage (20248).” State
of Working America Data Library.
https://data.epi.org/wages/hourly wage percentiles/line/year/national/real wage 2024/w
age percentile?timeStart=1973-01-01&timeEnd=2024-01-01&dateString=2024-01-01.

Federal Reserve Bank of Atlanta. 2025. “Home Ownership Affordability Monitor.” Federal
Reserve Bank of Atlanta. https://www.atlantafed.org/research/data-and-tools/home-
ownership-affordability-monitor.

Ganong, Peter and Daniel Shoag. 2017. “Why Has Regional Income Convergence in the U.S.
Declined?” Journal of Urban Economics 102: 76-90.

Garthwaite, Craig, and Amanda Starc. 2023. “Why Drug Pricing Reform Is Complicated: A
Primer and Policy Guide to Pharmaceutical Prices in the U.S.” In Building a More
Resilient US Economy, edited by Melissa S. Kearney, Justin Schardin, and Luke Pardue,
73—128. Aspen Institute Economic Strategy Group, November 8.
https://www.economicstrategygroup.org/publication/why-drug-pricing-reform-is-
complicated-a-primer-and-policy-guide-to-pharmaceutical-prices-in-the-us/.

Glaeser, Edward L. 2011. Triumph of the City. Penguin.

11


https://www.economicstrategygroup.org/wp-content/uploads/2024/10/Deming-Ong-Summers-AESG-2024.pdf
https://www.economicstrategygroup.org/wp-content/uploads/2024/10/Deming-Ong-Summers-AESG-2024.pdf
https://data.epi.org/
https://data.epi.org/

Glaeser, Edward L., Joseph Gyourko, and Raven E. Saks. 2005. “Why Have Housing Prices
Gone Up?” American Economic Review 95, no. 2: 329-33.

Gyourko, Joseph, Christopher Mayer, and Todd Sinai. 2013. “Superstar Cities.” American
Economic Journal: Economic Policy 5, no. 4: 167-99.

Kaiser Family Foundation (KFF). 2024. “Section 1: Cost of Health Insurance.” In 2024
Employer Health Benefits Survey. Kaiser Family Foundation, October 9.
https://www kff.org/report-section/ehbs-2024-section- 1 -cost-of-health-insurance/.

Katz, Lawrence F., and David Autor. 1999. “Changes in the Wage Structure and Earnings
Inequality.” In Handbook of Labor Economics, vol. 3A, edited by Orley Ashenfelter and
David Card, 1463-555. Elsevier.
https://economics.mit.edu/sites/default/files/publications/changes%20in%20the%20wage
%20structure%201999.pdf.

Kearney, Melissa, and Jim Sullivan. 2025. “Beyond the Myths: A Clearer Path to Poverty
Alleviation in America.” In Advancing America’s Prosperity, edited by Melissa S.
Kearney and Luke Pardue. Aspen Institute.

Keys, Benjamin, and Vincent Reina. 2025. “Improving Housing Affordability.” In Advancing
America’s Prosperity, edited by Melissa S. Kearney and Luke Pardue. Aspen Institute.

Moretti, Enrico. 2004. “Human Capital Externalities in Cities.” In Handbook of Urban and
Regional Economics, edited by Andrés Rodriguez-Pose and Michel Storper, ch. 51,
2245-91. University of California, Berkeley.
https://eml.berkeley.edu/~moretti/cities4.pdf.

Moretti, Enrico. 2012. The New Geography of Jobs. Mariner Books.

Pew Research Center. 2024. Americans’ Top Policy Priority for 2024: Strengthening the
Economy. Pew Research Center, February.
https://www.pewresearch.org/politics/2024/02/29/americans-top-policy-priority-for-
2024-strengthening-the-economy/.

US Bureau of Economic Analysis (US BEA). 2025a. Personal Consumption Expenditures:
Chain-Type Price Index [PCEPI]. Federal Reserve Bank of St. Louis, last updated June
27. https://fred.stlouisfed.org/series/PCEPI.

12


https://www.kff.org/report-section/ehbs-2024-section-1-cost-of-health-insurance/#figure11
https://www.kff.org/report-section/ehbs-2024-section-1-cost-of-health-insurance/#figure11
https://www.pewresearch.org/politics/2024/02/29/americans-top-policy-priority-for-2024-strengthening-the-economy/
https://www.pewresearch.org/politics/2024/02/29/americans-top-policy-priority-for-2024-strengthening-the-economy/

US Bureau of Economic Analysis (US BEA). 2025b. CAINC1: Annual Personal Income by
County. US Department of Commerce, last updated July 2.
https://www.bea.gov/news/2024/personal-income-county-and-metropolitan-area-2023.

US Census Bureau. 2024. “Nearly Half of Renter Households Are Cost-Burdened, Proportions
Differ by Race.” Press release no. CB24-150. US Census Bureau, September 12.
https://www.census.gov/newsroom/press-releases/2024/renter-households-cost-burdened-

race.html.

13


https://www.census.gov/newsroom/press-releases/2024/renter-households-cost-burdened-race.html
https://www.census.gov/newsroom/press-releases/2024/renter-households-cost-burdened-race.html

	pardue_grant_cover
	Pardue_Grant_final (2)

