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Income trends in North Carolina are 
running in reverse. Unless the 
discussion of the labor market recovery 
is connected to the larger matters of 
income and living standards, it tells an 
incomplete story. 

1. Overview 

By various measures, North Carolina’s labor market 

has yet to recover fully from the “Great Recession.” 

Job growth has failed to keep pace with population 

growth, and a smaller share of state residents is in the 

labor force than at any time since the 1970s.1 North 

Carolina ended 2014 with barely 1 percent more 

payroll jobs than it had 7 years earlier, despite having 

11.3 percent more working-age residents. And in 

December 2014, North Carolina had 9.4 percent more 

unemployed residents than it did 7 years prior. 

Labor market conditions have improved since the 

worst part of the recession. Notably, the statewide 

unemployment has fallen from a cyclical high of 11.3 

percent in early 2010 to 5.4 percent in late 2014.2 The 

drop in that important but limited indicator has led 

many civic leaders to celebrate a “Carolina 

Comeback.” This simplistic view of the economy 

misses the fact that, for most working Tar Heels, a low 

unemployment rate is not an end in itself. A healthy 

labor market is a means through which workers earn 

enough to afford such basic 

necessities as food and 

housing and to thrive over 

time. Judged against that 

standard, North Carolina’s 

comeback is far short of the 

mark.  

A robust labor market 

matters because North 

Carolinians earn almost all of their household incomes 

through it: in 2013, the state’s households derived 

almost $80 of every $100 in income from wages, 

salaries, and self-employment payments.3 Lost in 

recent policy discussions is the fact that inflation-

adjusted hourly wages in the state have fallen since 

2007 for all but the top 10 percent of workers.4 The 

recessionary spike in unemployment and the slow 

recovery have reduced the earnings of jobless 

persons, but weak conditions have affected the 

earnings of employed persons, too. After all, when 

unemployment is high, firms freeze wages or effectively 

reduce the wages of employees who then struggle to 

find better jobs due to weak demand.  

The decline in labor earnings has pushed down 

household incomes across the state. From 2007 to 

2013, the inflation-adjusted (real) income of the 

median North Carolina household fell significantly, 

dropping to $45,906 from $50,186.5 By a different 

measure, real median household income in North 

Carolina was statistically no different in 2013 than in 

1984, and the gap between the statewide and national 

levels was wider than at any time since that year.6  

Income trends in North Carolina are running in reverse. 

Unless the discussion of the 

labor market recovery is 

connected to the larger 

matters of income and living 

standards, it tells an 

incomplete story. To call 

attention to the trends that 

have unfolded since 2007, 

Think North Carolina First 

recently asked South by North Strategies, Ltd. to 

analyze state-level income data.   
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That analysis revealed the following developments:7 

• The inflation-adjusted income of the typical (median) North Carolina household fell to $45,906 from $50,186 

between 2007 and 2013; that is a decline of 8.5 percent, or $4,280.  

• The recovery that began in 2009 has not raised the real income level of the median North Carolina 

household; in fact, that income level fell by 3.2 percent between 2009 and 2013. 

• Between 2009 and 2013, real average household income fell or remained unchanged for every income 

group in North Carolina except for the top 5 percent of households.  

• The distribution of household income in North Carolina has grown more unequal since 2007, with the 

distribution being more unequal than that of the overall United States.  

• The decline in income is intertwined with a drop in labor earnings; since 2007, the real earnings of the 

median worker (age 16+) have fallen by 7.4 percent, or $2,177. 

When placed in historical context, several other concerning income developments emerged:8  

• Real median household income in North Carolina was effectively no different in 2013 than in 1984.  

• The gap between North Carolina’s median household income and the national figure was wider in 2013 than 

in any year since 1984.   

• Recent income losses have helped to erase all of the progress North Carolina made during the 1980s and 

1990s in raising real median household income to the national level.  

 

The poor labor market conditions of recent years have 

exerted downward pressure on wages and incomes 

across North Carolina, but public policy choices have 

exacerbated the forces. Allowing inflation to erode the 

value of the minimum wage, refusing to enforce and to 

modernize labor laws, undercutting the effectiveness of 

the unemployment insurance system, making work 

more costly by repealing the state earned income tax 

credit, and enacting tax policies that fail to boost 

growth yet drain needed public revenues—these 

choices have tamped down wages and incomes. It is 

unsurprising, then, that income inequality has risen 

significantly since 2007, with the state’s distribution of 

income being more unequal than the national one.9      

This report traces state-level income trends since 

2007, views the trends historically, documents a 

shifting income distribution, and considers the tie 

between earnings and incomes.10 
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2. Understanding Income Trends 

This study uses publicly available data from the U.S. 

Census Bureau to analyze income trends in North 

Carolina, paying special attention to developments that 

have occurred since 2007. The following sections 

sketch the key concepts and data sources featured in 

this report.  

 

2.1. Key Concepts 

“A flow of economic or financial resources received by 

an individual or household within a particular span of 

time,” income enables a household to consume 

various goods and services, either immediately, or at a 

later date.11 Because income shapes a household’s 

consumption and savings possibilities, it is perhaps the 

best gauge of how a household is faring economically. 

The main income concept used by the U.S. Census 

Bureau and in this report is money income, or the 

“income received (exclusive of certain money receipts 

such as capital gains) before payments for personal 

income taxes, social security, union dues, Medicare 

deductions, etc.”12 This concept has four limitations. 

First, it tracks only certain forms of income, and by 

excluding certain forms received predominately by 

affluent households, such as capital gains, and certain 

forms received predominately by low-income 

households, such as tax credits, money income 

understates the incomes of the richest and poorest 

households. Second, as a pretax measure, money 

income overstates the resources available to spend. 

Third, survey respondents tend to underreport their 

incomes.13 Lastly, the Census Bureau “top-codes” 

data for the richest households, but that choice limits 

the data’s usefulness in studying income inequality.14 

Household income is the sum of money income 

received by all the people in a household, which 

comprises all of the persons who share a unit of 

housing.15 A household is not the same as a family. A 

person living alone, a married couple with children, a 

single parent with children, and an unmarried 

cohabitating couple—each of these is a household.  

Households derive their income from three main 

sources. The largest source is labor income, which 

consists of wages, salaries, and self-employment 

earnings. Investment income is another source, but, as 

noted, money income excludes many forms of 

investment income. Lastly, households receive transfer 
income (e.g., Social Security) from public and private 

sources. In 2013, households in North Carolina 

collectively received $240.9 billion in money income. 

Labor income accounted for 78.1 percent of the total, 

followed by transfer income (15.2 percent), investment 

income (4.7 percent), and other income (2.1 

percent).16  

Income is highly sensitive to changes in the business 
cycle. In a market economy, economic activity 

generally fluctuates, gradually growing to a peak, after 

which it declines until reaching a trough, before 

growing again toward another peak.17 Nationally, the 

period dubbed the “Great Recession” stretches from 

2007 to the present and has a contraction phase that 

ran from December 2007 to June 2009, and an 

ongoing expansion phase that began in June 2009.18 

 

2.2. Key Data Sources 

This report analyzes money income as measured in 

two surveys fielded by the U.S. Census Bureau: the 

 



     A Comeback Short of the Mark 
 

 
Prepared by South by North Strategies, Ltd. 
www.sbnstrategies.com 

The inflation-adjusted income of the 
typical North Carolina household fell by 
$4,280, or 8.5%, between 2007 and 
2013. 

American Community Survey and the Annual Social 

and Economic Supplement to the Current Population 

Survey.   

Conducted annually since 2005, the American 
Community Survey (ACS) is a detailed survey of 

households that inquires about, among other things, 

money income received in the last 12 months. Three 

aspects of the ACS are noteworthy. First, the ACS is 

subject to non-measurement and measurement errors, 

and the estimates are bounded by a margin of error at 

a level of confidence (90 percent). Second, the ACS is 

a continuous survey that collects data monthly, so a 

household surveyed in January will have a reference 

period different from that of a household surveyed in 

December. Finally, the ACS generates period estimates, 

which resemble an average value over a span of time 

rather than a count on a specific date or a cumulative 

total.  

The ACS is the Census Bureau’s preferred source of 

state income data, but it is not suited for long-term 

analysis. In contrast, the Current Population Survey’s 

Annual Social and Economic Supplement (ASEC) offers 

historical estimates of money income, but technical 

differences yield values different from the ACS.19 The 

ASEC also is prone to assorted errors.  

This report uses ACS data to analyze developments 

that have occurred since 2007 and ASEC data to trace 

historical trends. When a difference in two estimates is 

called “significant,” it means that the values have been 

tested statistically and found to be significant at a 90 

percent level of confidence. In short, there is a 90 

percent chance that the difference is not random. 20   

To account for changes in the price level, the study 

converts all dollar figures to their 2013 values with the 

Consumer Price Index Research Series Using Current 
Methods.21 Additionally, the study focuses primarily on 

median income, or the income of the household in the 

middle of the income distribution. The median is a 

better gauge of the “typical” income than the average 

value since it is not distorted by the presence of 

households with extreme incomes. 

   

3. Running in Reverse: Income Trends in North 
Carolina 

Since 2007, the typical household in North Carolina 

has experienced a sharp, steady, significant decline in 

income and, by extension, living standards. 

Unsurprisingly, median household income fell during 

the contraction that occurred from 2007 to 2009. 

Alarmingly, the recovery that began in 2009 has 

yielded few improvements in median household 

income; instead, the value has fallen significantly. In 

2013, the last year with ACS estimates, the state’s 

median household had a real income of $45,906, 

which was 8.5 percent, or $4,280, lower than was the 

case in 2007.22  

When recent income trends in North Carolina are 

placed in historical context, several alarming patterns 

emerge. First, the median North Carolina household in 

2013 had (based on ASEC data) an inflation-adjusted 

income that was statistically no different than the value 
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Real median household income levels 
were lower in 2013 than in 2007 for 
North Carolina’s non-Hispanic White, 
African-American, Hispanic, and Native 
American households. 

The recovery that began in 
2009 has yielded few 
improvements in median 
household income; instead, it 
has continued to fall. 

logged in 1984. Second, the gap between the income 

received by the median Tar Heel and the median 

American household was wider in 2013 than at any 

point since 1984. Almost 30 years ago, the median 

North Carolina household received $92 in income for 

every $100 received by the median American 

household. But by 2013, the median North Carolina 

household’s income fell to $79 for every $100 

received by the median American household. Finally, 

the developments of recent years have erased the 

progress North Carolina had made in closing the 

income gap separating it from the nation. That gap 

narrowed during the 1980s and 1990s, reached parity 

in 1996, fluctuated for several years, and has widened 

since 2001.23  

Additionally, the recovery has failed to produce 

significant income gains for a broad swath of 

households in North Carolina. Family households and 

households headed by non-Hispanic White, African-

American, Hispanic, and Native American persons all 

have experienced significant declines in median 

household income since 2007. It is unsurprising, then, 

that the overall distribution of household income in 

North Carolina has become significantly more unequal, 

with the state’s 2013 distribution of income being more 

unequal than the national one.24 

A key reason why the recovery has not boosted 

median household income is because labor earnings 

have fallen significantly. ACS data show that the 

inflation-adjusted earnings of the median worker (age 

16+) in North Carolina fell by 3.3 percent, or $939, 

from 2009 to 2013. When broken out by educational 

attainment, real median earnings have fallen 

significantly since 2009 for every group of workers 

(ages 25+) except for those persons who lack a high 

school diploma and those with a bachelor’s degree, 

both of which experienced no changes.25 

The following sections provide additional information 

about the findings just mentioned. The discussion 

begins by using ACS estimates to create a snapshot of 

the income distribution in North Carolina in 2013, 

before shifting to an analysis of the trends in median 

household income that have unfolded since 2007. 

Next, the report widens its focus to include ASEC data 

to consider historical income patterns since 1984. 

Attention then shifts to the recent past to assess 

changes in income inequality, while the final section 

considers changes in labor earnings. 

  

3.1. A Snapshot of Household Income: North Carolina in 
2013 

According to the ACS, median household income in 

2013 in North Carolina equaled $45,906. That means 

that half of all households had annual incomes above 

that amount and half had less. North Carolina’s median 

household income of $45,906 was significantly lower 

than the national figure of $52,250. The difference was 

not anomalous as median household income in North 

Carolina has been significantly lower than the national 

level every year since 2005, which is the first year with 

complete ACS data.26 
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Table 3.1 divides the state’s approximately 3.8 million 

households into 5 equally-sized groups (quintiles) of 

751,496 households each. In 2013, one-fifth of North 

Carolina households had less than $19,469 in income 

with the average income in this quintile equaling 

$10,544. At the other end of the spectrum, one-fifth of 

households had more than $91,701 in annual income 

with the average income in this quintile equaling 

$164,092.   

To provide added detail, Table 3.1 breaks the top 

income quintile into two smaller groups: the next 15 

percent of households and the top 5 percent of 

households. In 2013, an income in excess of 

$171,854 placed a household in the top 5 percent of 

the income distribution. (Recall that the money income 

concept tends to understate the incomes of the 

households with the highest and lowest incomes.) 

Households in the middle three quintiles—a broad 

definition of middle-income households—had between 

$19,469 and $91,701 in income. 

When compared to the nation, the average income of 

every quintile in North Carolina was significantly lower 

than the corresponding national one. For example, the 

average income of the middle fifth of North Carolina 

households was $45,940, an amount 12.9 percent 

below the national figure. Similarly, the average income 

of the bottom fifth of Tar Heel households was 8.7 

percent less than that of the bottom fifth of all 

American households, while the top 5 percent of 

households had an average income that was 13.4 

percent lower than the national average. 

The composition of a place’s household population 

influences its income structure. Retired households, for 

one, often have lower incomes than do those headed 

by working-age individuals, just as households with 

two working adults may have more income than 

households with one working adult. Nevertheless, an 

analysis of income data for family households, a 

subset of the larger household universe that tends to 

have higher incomes, finds similar significant 

differences between the state and nation. In 2013, the 

median North Carolina family earned $56,111 or 12.4 

percent less than the typical family household in the 

United States.  

 

3.2. Falling Incomes in Recession and Recovery, 2007-
13 

In 2007, the year in which the United States fell into 

recession, the typical North Carolina household had an 
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The typical North Carolina household 
lost $4,280 between 2007 and 2013, 
an amount equal to almost 75 percent 
of what a middle-income household 
spent on food in 2013. 

inflation-adjusted income of $50,186, as measured by 

the ACS. This was significantly lower than the national 

figure of $57,005.27 The recession drove down that 

value nationally and locally. As Figure 3.1 shows, North 

Carolina’s median household income fell by 5.5 

percent, or $2,755, from 2007 to 2009; the national 

value, in comparison, fell by 

4.3 percent or $2,463.  

A decline in median 

household income during 

the contraction phase of a 

business cycle is not 

unusual, and historically, 

income has tended to 

recover during the subsequent expansion. 

Unfortunately, no rebound has happened in the state 

or nation. Between 2009 and 2013, real median 

household income in North Carolina continued to fall 

significantly, dropping to $45,906 from $47,431, while 

the national value went to $52,250 from $54,452. The 

typical household in both the state and nation 

consequently ended 2013 with inflation-adjusted 

incomes significantly lower than they had when the 

recession began in 2007. In 2013, the typical North 

Carolina household received 

12.4 percent less in income 

than did the typical American 

household and 8.5 percent 

less than it did 6 years 

earlier. In other words, the 

typical North Carolina 

household lost $4,280 

between 2007 and 2013, an amount equal to almost 

75 percent of what a middle-income household spent 

on food in 2013.28 

,  
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As will be discussed in section 3.5, the decline of 

household income during the recovery is intertwined 

with the poor performance of the labor market. 

Nevertheless, the observed 

trends in median household 

income highlight the need 

to judge the economy’s 

ability to raise household 

living standards in relation 

to more than a few labor 

market indicators. 

While a full analysis of the demographic impacts 

associated with the drop in real median household 

income is beyond this study’s scope, it should be 

noted that the declines have been widespread. As 

shown in Figure 3.2, real median household income 

levels were significantly lower in 2013 than in 2007 for 

North Carolina’s non-Hispanic White, African-

American, Hispanic, and Native American households; 

only Asian households experienced no changes.  

The ongoing recovery also has failed to deliver rising 

incomes for most income 

groups in North Carolina. 

Between 2009 and 2013, 

real average household 

income fell significantly or 

remained unchanged for 

every income group except 

for the top 5 percent of 

households. In 2013, the average household in the top 

5 percent of the state’s income distribution received 

significantly more income than in 2009, an inflation-

adjusted amount of $294,366 versus $281,552. That 

was an increase of 4.6 percent or $12,844 (Figure 

3.3). In contrast, the real average income of 

households in the middle quintile fell significantly 

-  
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during the recovery, dropping to $45,940 from 

$47,759, for a decline of 3.8 percent or $1,819. The 

average income of households in the bottom fifth the 

income distribution, meanwhile, dropped by 4.5 

percent during the recovery, falling significantly to 

$10,544 from $11,046.  

Apart from the top 5 percent of households, every 

income group in North Carolina saw its average 

income fall from 2007 to 2013. Average income fell 

significantly for every income group during the 

contraction phase of the business cycle, and during 

the recovery, only the top 5 percent of households 

managed to return to an average income level that 

was statistically indistinguishable from the pre-

recessionary value. And for the four quintiles in the 

bottom 80 percent of the income distribution, average 

income actually declined during the recovery.  

 

3.3. Losing Ground: Historical Income Trends, 1984-
2013 

As in most southern states, median income in North 

Carolina long has lagged behind the corresponding 

national value. A review of ASEC data shows that the 

typical North Carolina household had an inflation-

adjusted income that was 8.2 percent, or $3,942, 

lower than that of the comparable American household 

in 1984.29 That year, half of all households in North 

Carolina had more than $43,924 in income, while half 

of all households in the United States had an income 

in excess of $47,866. Put differently, the typical North 

Carolina household received $92 in income for every 

$100 received by the typical American household.  

.  
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The gap separating the median household income in 

North Carolina from the national figure has fluctuated 

due to such factors as the business cycle, but the 

overall trend during the 1980s and 1990s was one of 

convergence, a trend that culminated circa 1996.  

Figure 3.4 illustrates the pattern by averaging real 

median income data for two-year periods to smooth 

over the effects of shocks or anomalies. From 1984-

85 to 1996-97, real median household income 

climbed to 98.6 percent of the national figure; in real 

terms, the typical North Carolina household in the late-

1990s had an income that was 18.5 percent, or 

$8,143, higher than in the early 1980s. Unfortunately, 

the moment of parity was fleeting. Median household 

income levels in North Carolina held constant in the 

late 1990s, while the national figure rose due to the 

era’s economic boom. The 2001 recession then 

exacted a heavy toll from North Carolina, which 

experienced a 4.5 percent drop in median household 

income from 2000-01 to 2001-02. The weak recovery 

prevented North Carolina households from regaining 

much economic ground before the onset of an even 

worse recession.  

By 2012-13, the median North Carolina household 

had an inflation-adjusted income of $41,683, an 

amount that was statistically no different from the 

%  
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$44,106 figure recorded in 1984-85. That meant that 

the typical North Carolina household had an income 

that was effectively no different than had been the case 

almost 30 years earlier.   

Recent income losses have erased all of the progress 

North Carolina had made in bringing median 

household income to the national level. By 2012-

2013, the typical North Carolina household received 

$80 in income for every $100 received by the typical 

American household—a gap wider than that recorded 

at any time since 1984-85.  

3.4. An Increasingly Unequal State: A Changing Income 
Distribution, 2007-13 

The declines in household income experienced in 

North Carolina in recent years have altered the 

distribution of income within the state and have yielded 

greater income inequality. Between 2007 and 2013, 

the distribution of income in North Carolina grew 

significantly more unequal relative both to the state’s 

recent history and to the United States as a whole.  

One way to describe the extent of inequality within an 

income distribution is through a concentration ratio, 

which is a simple comparison of “the share of total 

income possessed by one group—typically the 

richest—to that of another group—typically the 

poorest.”30 As a part of that analysis, Table 3.2 

presents the share of household money income 

received in 2013 by each income quintile in North 

Carolina. If the $240.9 billion in annual income had 

been distributed equally among each quintile, each 

group would have received $48.2 billion; if the income 

had been distributed equally within each quintile, each 

household would have received $64,105.31  

Yet as the table shows, the actual distribution of 

income was not so equal. In 2013, the top fifth of 

North Carolina households received 51.2 percent of 

total income. The remaining four-fifths of households 

shared 48.8 percent of total income, with just 3.3 

percent of the overall amount flowing to the lowest-

income households. Households in the middle of the 

distribution fared better, but even they received only 

$14 of every $100 in total household income.  

 Another way of describing the patterns is to compare 
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the magnitude of differences among different groups. 

In 2013, the top quintile of North Carolina households 

received 15.5 times as much income as did the 

bottom quintile and 3.6 times as much income as did 

the middle fifth of households. Households in the 

middle of the income distribution received 4.3 times as 

much income as did the bottom quintile. Meanwhile, 

the top 5 percent of households received 7 times as 

much income as did the bottom 20 percent of 

households, and almost twice as much in income as 

the middle 20 percent of households received. 

In one light, the concentration of income in North 

Carolina seemed to hold steady during the recession. 

In 2007, the top fifth of households received 4.4 times 

as much income as did the middle fifth, as opposed to 

4.3 times as much in 2013. As shown in Table 3.3, 

key concentration ratios appear to have held relatively 

steady between 2007 and 20013, apart from some 

shifts from the bottom quintile to the top quintile and to 

the top 5 percent in particular. (Remember that money 

income tends to understate the incomes of the 

households with the highest and lowest incomes, so 

these data are apt to distort shifts involving the middle 

of the income distribution.) 

Where the increase in income inequality becomes 

clear is when it is gauged with the Gini coefficient, “a 
statistical technique for measuring the inequality 

present in a distribution.”32 The Census Bureau 

computes Gini coefficients as part of the ACS, with the 

values ranging from zero to one. A score of zero 

reflects a perfectly equal distribution of income, and a 

score of one reflects a perfectly unequal distribution—a 

distribution in which one unit has all of the income. 

In 2013, North Carolina’s Gini coefficient of 0.481 was 

significantly higher than the national value of 0.477, 

meaning that the state’s income distribution was more 

unequal. And the state’s Gini coefficient was 

significantly higher in 2013 than it was in both 2007 

and 2009 (Table 3.3). The distribution of income grew 

more unequal during the Great Recession’s contraction 

and recovery phases. When combined with other 

trends noted in this study, it appears that household 

income in North Carolina is declining and becoming 

more unequally distributed.  

 

3.5. The Essential Driver: Declining Labor Earnings, 
2007-13 

In 2013, households in North Carolina derived nearly 

$80 of every $100 in income from wage, salary, and 

self-employment payments.33 Because labor income 

accounts for the bulk of the income received by most 

households, the decline of median household income 

in the wake of the Great Recession is intertwined with 

the relatively poor performance of the state’s labor 

market. 
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From December 2007, which is when the national 

economy slipped into recession, and February 2010, 

the month of maximum job loss in North Carolina, 

business establishments eliminated 326,600 more 

payroll jobs than they 

added; this translated into a 

7.8 percent contraction in 

the state’s payroll base.34 

Payroll growth resumed in 

February 2010, but the 

growth has been modest, 

and it took until late 2014 for the state to have as 

many payroll jobs as it did at the end of 2007. These 

losses were spread across most every major industrial 

sector, and in February 2010, every major industrial 

sector except for the education and health services 

sector and the government sector had fewer payroll 

positions than had been the case in 2007. Particularly 

hard hit were the construction and manufacturing 

sectors, which experienced payroll contractions of 29.9 

percent and 19.3 percent, respectively. The recovery, 

meanwhile, has been characterized by growth in 

comparatively low-wage sectors.  

Job losses drove up unemployment across North 

Carolina. When unemployment peaked in North 

Carolina in early 2010, 

slightly more than 11 of 

every 100 participants in the 

state’s labor force were 

unemployed, up from 5 of 

every 100 in late 2007.35 

More than 522,000 Tar 

Heels were jobless and seeking work in early 2010, 

and while that number has fallen, it remains elevated 

relative to the pre-recessionary level. By any number 

of measures, the state’s labor market has failed to 

generate enough jobs to accommodate the 11.3 

percent increase in the size of the working-age 

population that has occurred since 2007; the result is 

the existence of a sizable “jobs gap.”36 Moreover, the 

statistical count of 

unemployment omits many 

people who are effectively 

jobless; a broader measure 

compiled by the U.S. Bureau 

of Labor Statistics found an 

average of 12.4 percent of 

Tar Heel workers to be underemployed in 2014.37  

Poor labor market conditions have placed downward 

pressures on labor earnings and, by extension, 

household income. Most obviously, households coping 

with unemployment experience economic hardships, 

as do those with working-age members who need 

work but have stopped looking due to discouragement 

or who wish to work more hours than they currently 

are. Changes in the industrial and occupational 

structures of the economy further have resulted in 

many workers who were displaced from relatively 

high-wage fields like manufacturing finding re-

employment in comparatively low-wage fields like 

accommodation and food services. A large pool of 

jobless workers also places 

downward pressure on the 

wages and incomes of 

employed workers, for when 

unemployment is high, firms 

freeze wages or use 

practices that effectively 

reduce the wages of employed persons, who often are 

unable to find better jobs due to depressed demand.  

The downward pressure on labor earnings from the 

Great Recession is reflected in ACS data for persons 
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ages 16 and older with earnings. As shown in Figure 

3.5, real median earnings in North Carolina fell 

significantly from 2007 to 2013, dropping to $27,389 

from $29,566.38 Inflation-adjusted earnings fell by 4.2 

percent, or $1,238, during the contraction phase of the 

Great Recession and then declined by another 3.3 

percent, or $939, during the recovery phase of the 

business cycle. While the state’s overall pattern of 

decline resembles the national one, the statewide 

contraction has been more severe due to the weak 

growth in the recovery phase of the business cycle. 

From 2009 to 2013, labor earnings fell by 3.3 percent 

in North Carolina, versus a 1.1 percent national 

decline. 

Unemployment and declining labor earnings often are 

attributed to the characteristics of individual workers, 

most typically their level of educational attainment, 

rather than to cyclical, macroeconomic, or institutional 

factors. A common explanation holds that the 

American labor market has changed due to the 

increasing diffusion of technologies that require 

workers with higher levels of education and skills. 

Individuals who lack the requisite skills and education, 

therefore, are more apt to be jobless or to hold lower 

paying jobs than their better skilled peers. Yet a review 

of earnings data disaggregated by the educational 

attainment of individual workers (ages 25+) casts 

doubt on the claim of “skill-biased” technological 

change, at least since 2007.  
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Earnings have not increased significantly 
for any educational group during the 
recovery. In fact, earnings have fallen 
for workers with a high school diploma, 
those with some college or an 
associate’s degree, and those with a 
graduate or professional degree.  

Between 2007 and 2013, median annual earnings fell 

significantly for every educational class in North 

Carolina and the United States. In North Carolina, as 

seen in Figure 3.6, workers with less formal education 

experienced the greatest relative drops in income, but 

every group saw its earnings decline. For instance, the 

real median earnings of workers with a high school 

diploma fell by 11 percent, or $3,133, between 2007 

and 2013, and workers with a bachelor’s degree 

experienced a decline of 

6.8 percent or $3,245. 

Even individuals with 

postgraduate degrees saw 

a 5.8 percent drop, with the 

entire decline occurring 

during the recovery phase of the business cycle.  

Earnings have not increased significantly for any 

educational group during the recovery. Between 2009 

and 2013, workers without a high school diploma and 

workers with a bachelor’s degree experienced no 

changes in their earnings, but the earnings of every 

other group of workers fell. Although education is a 

good thing, recent events suggest that education in 

isolation from larger structural or institutional concerns 

is not enough to ensure a 

stable, secure, and 

prosperous standard of living. 
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4. Conclusion

Since peaking in early 2010, North Carolina’s 

unemployment rate has fallen sharply, a development 

that has led many civic leaders and pundits to herald a 

“Carolina Comeback.” That claim, while alliterative, 

glosses over the deep problems that still trouble the 

state’s labor market and ignores the erosion in 

household income levels and living standards that 

have occurred since the last recession. Judged against 

the criteria of broadly rising incomes and living 

standards, North Carolina’s comeback is far short of 

the mark.   

The income of the typical North Carolina household 

was lower in 2013 than it was in 2007, after adjusting 

for inflation. And the decline in income has touched 

most every kind of household all along the income 

distribution: family and non-family households, non-

Hispanic White households and Hispanic ones, 

households headed by African Americans and those 

headed by Native Americans, well-educated 

households and those with less formal education—all 

of these have seen their earnings, incomes, and living 

income standards erode. Moreover, the recent decline 

in median household income has reversed all of the 

progress North Carolina once had made in bridging 

the gap between statewide and national income levels. 

The cumulative effect of these developments is simple 

but disturbing: the creation of a poorer, more unequal 

North Carolina that is failing to improve the living 

standards of its residents. 
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SO WHAT COMES NEXT? 
A Conversation with John Quinterno 
 
THINK NC FIRST: John, thanks for sitting down with us to 
discuss the report. We’ve read it, and there are a lot of 
important, distressing numbers. In your opinion, what’s the 
takeaway? 

JOHN QUINTERNO: No one would be surprised if you said 
that household incomes fell during the contraction part of the 
Great Recession. That makes sense. But what is surprising is 
the extent to which household incomes have continued to fall 
during the recovery that began in 2009. That is not what 
most people think should happen during a recovery. And the 
problem of falling income is not just confined to a few types 
of households. On the contrary, income has fallen for most 
every type of household in North Carolina. Seen that way, the 
recovery really is leaving most North Carolinians behind.  

THINK: Won’t the economic problems you’ve discussed 
correct themselves as the economy continues to recover?  

JOHN: I don’t think so. The declines in incomes are driven 
by falling labor earnings, which are the result of a labor 
market that is not working like it should. Seven years after 
the onset of the downturn, it is obvious that the labor market 
is not mending itself on its own, or at least, it is not mending 
itself well enough or quickly enough to generate higher 
wages and incomes. Household living standards are unlikely 
to improve absent help from public policy.  

THINK: The conventional wisdom is that the state economy is 
at the mercy of the national or world economy. Is there a role 
for state government to address problems of this scope?  

JOHN: Absolutely. When it comes to public policy, the 
federal government doubtlessly is best positioned to address 
the negative fallout from the “Great Recession,” due to the 
national scope of the problems and the greater variety of 
policy tools available to national officials. But that in no way 
implies that state leaders are powerless to create a policy 
structure conducive to robust, equitable growth. Doing so is 
a choice, however, just as the decision to do nothing is a 
choice to accept the status quo.  

THINK: So where do we start?  

JOHN: There are several policy levers on which the state 
could pull to boost wages and incomes all along the income 

distribution. At the lower end, North Carolina could follow the 
lead of 29 states and raise the state’s minimum wage above 
the federal rate of $7.25. We could complement this policy 
by reinstating a refundable earned income tax credit pegged 
at a certain percentage of the federal tax credit as part of the 
state’s personal income tax code. Combining these policies 
would boost wages, raise incomes, foster economic security, 
and reduce inequities in the tax system for households in the 
bottom portion of the income distribution.  

Another policy, one that would help workers closer to the 
middle of the income distribution, would be to strengthen the 
unemployment insurance system. A defining characteristic of 
the “Great Recession” was a spike in mass, long-term 
unemployment, and in 2012, almost half of all unemployed 
North Carolinians were out of work for more than 26 weeks. 
Yet the state legislature responded by making unemployment 
insurance less responsive 
to today’s labor market 
realities by, among other 
things, reducing weekly 
benefit amounts, cutting 
the maximum number of 
compensable weeks, and 
restricting eligibility. Such 
changes have stripped 
the insurance system of 
its abilities to protect the 
incomes of jobless 
workers, stabilize local 
economies, and promote 
efficient job matching.  As 
a result, people who lose 
jobs will see their 
incomes fall farther before 
hitting a floor, if they are lucky enough to even have a floor 
to hit, while for many others, the floor has been taken away 
entirely. 

The altered system also serves to push down wages and 
incomes by pushing claimants to take any job—often one 
that pays less than the prior job—rather than one that 
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matches their skills. This results in downward mobility for 
workers and also distorts the larger labor market.   

THINK: What would you do next?   

JOHN: Contrary to popular thinking, wages are determined 
by more than the textbook dynamics of supply and demand. 
Business practices, labor laws, and labor market structures—
all of these shape the ways in which workers and employers 
bargain and determine wages. That is why the enforcement 
of existing labor laws is so important. When the choice is 
made by state officials and regulators to turn a blind eye, that 
choice helps to undercut wages for everyone. So, North 
Carolina needs to improve its enforcement of existing labor 
laws. Lax enforcement of the laws has freed unscrupulous 
firms to pursue a wide variety of illegal or legally dodgy 
practices that undercut the wages of workers across the 
income spectrum. The misclassification of employees as 
independent contractors, for one, reduces the compensation 
of affected workers and allows firms to avoid paying various 
taxes.  

A 2014 investigative report by the News & Observer 
estimated that misclassification in the construction industry 
alone costs North Carolina $467 million a year in foregone 
state and federal tax revenues; perversely, misbehaving firms 
often are rewarded when the low bids they can submit by 
ignoring labor laws enable them to win public construction 
contracts.  

At a minimum, North Carolina should ensure that the 
resources exist to enforce existing labor laws and that 
regulators are allowed actually to enforce existing laws. 
Additionally, state and local governments should review and 
alter public procurement processes to ensure that firms 
engaging in illegal behaviors are not rewarded with public 
contracts won by undercutting honest businesses that follow 
the law.  

 

THINK: You mentioned that the labor market has changed a 
great deal since the “Great Recession.” Are new policies 
needed to address the new realities?  

JOHN: Very much so. North Carolina’s labor market was 
changing for a mix of economic, social, and demographic 
reasons long before the recession, but the recession made 
the extent of the changes much more visible. Many existing 
labor laws were designed for an earlier era, however, so in 
addition to enforcing existing labor laws more vigorously, 
North Carolina should update those laws to match current 
realities.  

An example of the disconnect between labor market realities 
and labor laws is the lack of paid sick leave by almost half 
of the state’s private-sector workforce.  Creating a framework 
that allows workers to earn paid leave that can be used to 
care for themselves, their spouses, their children, and, 
increasingly, their elderly parents would be a welcome 
change. Similarly, increasing access to health insurance by 
expanding the Medicaid program would improve the well 
being of individuals employed in fields that pay very low 
wages and offer no health insurance coverage.  

THINK:  You note in the report that the distribution of income 
in North Carolina grew more unequal during the business 
cycle. What role does tax policy play in exacerbating such 
inequalities? 

JOHN: One reason why the incomes of the households at 
the top of the income distribution have pulled away from 
everyone else’s is the implementation of tax policies, at the 
federal and state levels, that treat their incomes more 
favorably. This preferential treatment exacerbates income 
inequality by requiring households of modest means to 
devote, on average, higher shares of their incomes to taxes. 
In North Carolina, the overhaul of the state’s tax system that 
took effect in 2014 has contributed to such a shifting in tax 
responsibilities and the associated increase an after-tax 
income inequality.  

In the process, the new system is proving unable to generate 
adequate revenues for much needed public investment. 
Without adequate revenues, North Carolina will find itself 
unable to finance the investments that foster long-term 
growth, such as infrastructure; assist workers displaced by 
economic shocks, such as community college programs; 
fund improvements to existing services, such as improved 
child care services; and provide opportunities for future 
generations, such as quality public education.  

THINK: Thank you John. And thanks for sharing your 
expertise with Think NC First.  
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