Household Income Growth across States Since 2005
Noah Williams

The recession of 2008 took a severe toll on households across the United States. After reaching a
peak in 2007, real median household incomes fell sharply during the recession and the initial
years of the recovery. Incomes nationwide have now recovered and surpassed their pre-
recession peak, but the growth has not been uniform across states or across households within a
state. In an earlier post, | discussed the trends in household incomes nationwide and in
Wisconsin. Here | focus on the differences across states in household income overall and broken
down by race since 2005. There are substantial differences across states in income levels and
growth rates both overall and by race. Nationwide, African American households have
experienced slightly faster income growth than white households since 2005, but in a majority of
states the gap has widened.
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Figure 1: Real Growth in Median Household Income by State from 2005-2017 versus
Median Household Income in 2005.
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As in the previous note, | use data from the US Census Bureau American Community Survey
(ACS), the government’s main annual survey providing detailed demographic data. However it is
important to recall the limitations of this data. The income measure is reported pre-tax income,
not inclusive of government transfers. Moreover the data here is not adjusted for changes in
household composition. Table 1 at the end of this post provides a summary of the data that I
draw on here for all 50 states and the District of Columbia, as well as the national average.

In Figure 1, I show the cumulative growth in real median household income from 2005-2017 by
state versus the state’s median household income in 2005. Nationwide, real incomes have grown
by a cumulative 3.7% over this span. As discussed above, underlying this modest growth over
the twelve year span was growth from 2005-2007, then a large decline of roughly 9% from 2008-
2012, followed by steady growth over the last several years. However, as the figure shows, the
cumulative growth over this span has been very uneven across states.

In twelve states real incomes were lower in 2017 than in 2005. Nevada, which was hit hard by
the housing market collapse during the recession, had the largest decline at 6.2%. However there
were also many states that experienced much more rapid income growth than the national
average. The District of Columbia is a clear outlier, experiencing real income growth of 38.6%,
which is far above any state. The largest income growth of the 50 states occurred in North
Dakota, where the oil boom contributed to a 19.8% increase in real income.

One of the hallmarks of many models of economic growth is that we should expect convergence
of incomes across similar economies, as resources would move to areas where they are most
productive. Convergence would imply that states with initially lower incomes would grow faster
than higher income states, and thus the income gaps would narrow over time. However the
figure shows that there is no evidence of converge across states in the past twelve years (which
would show a downward sloping pattern to the data). While I have shown elsewhere that there
has been convergence across counties within Wisconsin, the same does not hold true across
states. The figure also suggests that there has not been divergence either, where richer states
would grow faster and income gaps across states would widen. Instead, over the past twelve
years there has been no relationship between the initial income and subsequent growth.

In Figure 2, | show how income differences across households by race have changed across
states over this period. In particular, | focus on households of a single race, and compare the
Census data for white households with black or African American households. The data for
2017 and real growth rates over the sample are given in Table 1 below. In the figure, I show the
ratio of the median income of African American households to white households in 2017 versus
the same ratio in 2005. In the figure I focus only on states where African Americans made up at
least 1.5% of the population in both 2005 and 2007, as the survey estimates for smaller
populations are either not reported or not accurate. This leaves 41 states plus DC and the national
average. (States which are not shown have an asterisk in Table 1.)

The figure illustrates the change in income inequality over time. If all households had the same
income growth rate, then the data would fall on the 45 degree line which is shown. Points above
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the line show states where African American incomes have grown faster than for white
households and a narrowing of income gaps, with the converse for points below the line.
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Figure 2: Ratio of African American to White Median Household Income by State in 2005
and 2017.

Nationwide, African American households experienced slightly faster real income growth than
white households (3.3% vs 2.4%), so there as a small increase in the ratio up to 0.632.
(Households of other or more than one race and changes in the composition of the population
over time mean that these do not average out to the total median income growth.) However a
majority of the states fall below the line, showing that in most states there has been a widening of
income inequality.

Several states warrant particular comment. First, the black/white ratio is the smallest and fell the
most in the District of Columbia, which is heavily African American (44% in 2017, down from
over 53% in 2005) and where the median African American household makes less than a third of
the median white household. In absolute terms, African American households in DC make 5%
more than then national average, and they have experienced slightly faster income growth than
nationwide. However they have missed out on the rapid income growth in DC we saw above,
while white households saw 36% real income gains.
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Alaska and Hawaii are also interesting contrasts. Both states have relatively small African
American populations (2.8% and 1.9% in 2017, respectively) and also relatively high
black/white ratios (0.763 and 0.700 in 2017, respectively). However over the 2005-2017 period
African Americans gained the most relatively in Alaska, with a 29.9% real income growth versus
3.9% for whites, and the least in Hawaii, with an 11.8% decline in real income versus a 6.4%
increase for whites. These estimates should be taken with some caution however, given the
relatively small populations and associated high margins of error.

Finally, Wisconsin has a high degree of inequality that has widened over time. Of the 41 states
that have significant African American populations, Wisconsin had the lowest black/white ratio
in 2017 at 0.475, down from 0.534 in 2005. While real household incomes have been flat overall
in the state, increasing by 0.1% in total, African Americans households have seen their real
incomes fall by 11.4%. In future work we will study the factors which have led to this high and
increased inequality, as well as policies that to help spur faster income growth.

Table 1: Median Household Income in 2017 and Real Growth from 2005-2017. (An
asterisk * denotes states that where the estimate of the percentage of African American
households was less than 1.5%.)

Median Household Income 2017 Real Income Growth
2005-2017
African AA/W African

State Total White American Ratio Total White American
United States $60,336 $63,704 $40,232 0.632 3.7 2.4 3.3
Alabama $48,123 $55,771 $31,289 0.561 3.7 4.0 6.1
Alaska $73,181 $81,067 $61,879 0.763 3.4 3.9 29.9
Arizona $56,581 $59,018 $44,757 0.758 1.5 0.6 6.1
Arkansas $45,869 $49,640 $30,530 0.615 4.2 4.5 15.9
California $71,805 $75,460 $48,559 0.644 6.4 4.9 -1.8
Colorado $69,117 $71,137 $51,558 0.725 8.4 8.1 16.1
Connecticut $74,168 $81,009 $46,474 0.574 -3.3 -1.5 -3.0
Delaware $62,852 $67,507 $44,980 0.666 -4.9 3.2 -11.9
District of Columbia $82,372  $132,698 $42,161 0.318 38.6 36.0 3.5
Florida $52,594 $55,496 $40,104 0.723 -1.5 2.7 3.9
Georgia $56,183 $63,900 $42,696 0.668 2.1 2.3 4.6
Hawaii $77,765 $77,849 $54,501 0.700 6.4 2.1 -11.8
Idaho* $52,225 $52,986 $27,868 0.526 0.1 -0.3 -21.0
lllinois $62,992 $69,131 $36,755 0.532 -0.4 1.6 -7.9
Indiana $54,181 $56,888 $33,415 0.587 2.1 -1.6 7.7
lowa $58,570 $60,021 $30,840 0.514 6.7 7.9 10.3
Kansas $56,422 $58,708 $36,048 0.614 4.5 4.1 3.7
Kentucky $48,375 $50,034 $35,967 0.719 2.9 3.3 8.3
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Louisiana
Maine*
Maryland
Massachusetts
Michigan
Minnesota
Mississippi
Missouri
Montana*
Nebraska

Nevada

New Hampshire*

New Jersey
New Mexico
New York
North Carolina
North Dakota*
Ohio
Oklahoma
Oregon
Pennsylvania
Rhode Island
South Carolina
South Dakota*
Tennessee
Texas

Utah*
Vermont*
Virginia
Washington
West Virginia
Wisconsin

Wyoming*

Source: American Community Survey, US Census Bureau. Real incomes adjusted by CPI-R-US.

$46,145
$56,277
$80,776
$77,385
$54,909
$68,388
$43,529
$53,578
$53,386
$59,970
$58,003
$73,381
$80,088
$46,744
$64,894
$52,752
$61,843
$54,021
$50,051
$60,212
$59,195
$63,870
$50,570
$56,521
$51,340
$59,206
$68,358
$57,513
$71,535
$70,979
$43,469
$59,305
$60,434

$56,643
$56,939
$90,570
$81,924
$58,841
$71,547
554,653
$56,930
$54,697
$61,744
$61,541
$73,973
$85,715
$49,456
$73,281
$58,925
$64,213
$58,380
$52,625
$60,783
$62,007
$68,135
$58,544
$59,851
$54,405
$61,943
$70,234
$57,937
$77,085
$72,254
$44,539
$61,807
$60,907
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$28,222
$24,698
$64,120
$46,925
$34,757
$38,147
$29,218
$34,750
$42,040
$35,673
$39,998
$50,212
$50,395
$33,928
$44,933
$38,320
$38,210
$32,163
$33,464
$37,009
$37,535
$37,781
$32,175
$27,054
$38,190
$45,092
$49,348
$41,572
$49,562
$49,300
$30,077
$29,340

NA
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0.434
0.708
0.573
0.591
0.533
0.535
0.610
0.769
0.578
0.650
0.679
0.588
0.686
0.613
0.650
0.595
0.551
0.636
0.609
0.605
0.555
0.550
0.452
0.702
0.728
0.703
0.718
0.643
0.682
0.675
0.475

NA
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133
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1.8
4.9
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8.3
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5.5
24
7.7
8.3
-4.6
3.5
1.1
-3.1
6.7
3.2
22.5
0.0
51
10.1
4.9
-0.2
1.0
14.2
3.7
6.9
13.7
0.5
4.0
133
4.6
-0.3
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-3.5
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20.4
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-1.4
9.1
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-26.9
11.0
15.7
-5.6
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5.4
10.0
-2.0
-11.4
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