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		Market	Income		 	 	 	 	Disposable	Income	

1 2014 or latest available data for market income (wages and income from capital); population measured in income deciles.
2 Population-weighted average.
SOURCE: McKinsey Global Institute analysis

WHAT CAN
BE DONE?

ENABLE BUSINESSES TO 
GROW AND CREATE JOBS
Remove barriers to competition; 
enable private and public 
investment; encourage innovation

INCREASE OPPORTUNITIES TO 
IMPROVE EARNING POTENTIAL
Improve quality and job relevance 
of education; support labor mobility; 
raise labor participation

SECURE INCOMES 
Adjust taxes, transfers, and labor 
policies; encourage business  
initiatives in profit-sharing and 
employee benefits

In a worst-case scenario, 70–80% of income groups might not advance in the coming decade
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% of population in groups with flat or falling market income, 2005−14 1

Both the extent of flat or falling incomes and the forces driving the 
phenomenon vary considerably among countries.

Percentage points of change in 
disposable income, 2005–14

IMPACT OF THESE FACTORS

TAXES AND TRANSFERS
Reduced taxes and increased 
transfers offset some of the losses in 
market income

CAPITAL INCOME
Lower investment returns and 
business income

LABOR-MARKET SHIFTS
Lower share of GDP flowing to wages; 
weak demand for low- and 
medium-skill labor

DEMOGRAPHIC CHANGES
Smaller households with fewer 
working-age adults

AGGREGATE DEMAND
Slow or negative growth in output and 
employment

Although the global recession was 
the most important factor, median 
household incomes were also 
affected by long-run trends.
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of households in advanced economies, on average, were in income 
segments whose incomes in 2014 were flat or down compared with 2005.1
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•  Descontentamento	Social	e	Conflitualidade	

•  Políjca:	do	Centro	para	as	Margens	

Populistas	

•  Proteccionismo	(económico	e	migratório)	

•  O	espectro	dos	anos	1930s	
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37McKinsey Global Institute Poorer than their parents? Flat or falling incomes in advanced economies

 

••• 

Analysis of income segments in advanced economies shows that about two-thirds 
experienced flat or falling incomes in the 2005–14 period. Middle- and low-income 
households were among the most affected, as were young people with low educational 
attainment and single mothers. Declining household incomes could have multiple adverse 
economic and societal consequences, affecting demand for government services and 
public-sector spending. Why did income advancement suddenly grind to a halt? In Chapter 
2 we analyze the causes of this phenomenon and whether it is likely to continue. 

Exhibit 8

Respondents who were not advancing and not hopeful about the future (10–15 percent of the sample) held strong 
negative attitudes about immigration and free trade

SOURCE: McKinsey Global Institute survey on income inequality (2015) results for United States, France, and United Kingdom, about 2,000 respondents per 
country; McKinsey Global Institute analysis

1 Respondents that agreed or strongly agreed with the statement, "My non-adult children/the next generation will advance more slowly in the future" were 
counted as those who were not advancing and not hopeful about the future. All other respondents who were not advancing were counted in the group that 
was not advancing but hopeful about the future. 
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