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Abstract

The article discusses the middle class impact on social and economic development of the society. It considers the
modern middle class structure and functions both in social and economic fields of society life. Based on the data
of international financial institutions, it analyzes the amount of middle class in the regions with the comparison
of economic development of the country to discover the correlation between factors mentioned above. We have
established that middle class impact on social and economic development of any country is huge and appeared in
a number of factors. In addition, some of them have a direct influence on society development (economic
indicators, standards of living, level of wages, etc.) while others have relative impact (middle class expenditures).
In whole, middle class impact on social and economic development of the society in a country proceeds by
stabilizing function of middle class, which is reached by implementation of little functional effects. Some of
them have only economic influence, others have social impact. However, despite of the fact that they are applied
separately, their close relationship forms the major indicators of middle class impact on socio-economic
development of the society.

Keywords: middle class structure, middle class functions, impact indicators of the middle class, criteria for
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1. Introduction

Beginning from the XVII — XIX centuries, the subject of the middle class was becoming more popular both in
scientific environment and in the society. Different views and approaches to this theme allowed to evaluate from
where the middle class was and when this layer was the most numerous. It is important because the middle class
plays a great role in the development of the whole economy.

According to the large number of scientific and statistical studies, today the middle class is “niche” phenomenon
rather than mass class. Its functions in the society are fundamental because middle layer is the major social and
economic stabilizer. The middle class quantity and share in the country are preeminently those major indicators
of socio-economic balance which determines the development of the whole society.

2. Materials and Methods

Due to the fact that middle class is the main social group in the developed countries, i. e. it is the core of the
society, this is generally accepted to state about those functions the middle class holds there.

The function of social stabilizer is one of the most important roles middle class has. In the economic field middle
class could be defined as “economic donor.” From one point of view, in particular the middle class generates the
main income items of the society: most part of the production power is located in this layer, including
experienced workers of higher education, service providers, and businessmen who generate the main financial
flows. Form the other hand, the middle class is a large consumer, tax bearer (80% of all tax payments are middle
class payments in the developed regions), employer and investor. However, the studies conducted by Asian
Development Bank in India in 2011 (Chun & Hasan, 2011) have shown that the middle class impact on
resources consumption has indirect influence, and at the same time the correlation between the middle class and
financial capital was observed. In addition, it was discovered that 60% of middle class consumption had a direct
impact on production and manufacturing growth, which allows to state about middle class to be the major
consumer of goods and services provided.
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In addition, the middle class is the basic supplier of labor force and workers with higher education, including
different state officials and managers. At least, middle class also has a cultural function because it is the main
keeper of cultural and social heritage. This function is called “the cultural integrator.”

The middle class social impact could be described in social indicators. As a rule, the key criteria for middle class
defining are:

1) the annual income of the population;
2) property availability;
3) daily expenditures per person are between 10 and 100 US dollars (Kyle, 2014).

In turn, the country classification according to its economic development includes three groups: developed
(industrialized) counties, developing countries, and countries with transition economy.

There are no common criteria for country classification. However, despite of some general principles,
classifications mentioned above use different approaches and indicators for estimation of economic development
of any country.

In whole, the more rational approach is to classify countries according to the next criteria:
1) Gross national income per capita (GNI);
2) Field structure of the national economy (the production level).

In order to determine the economic development level, World Bank uses Atlas method, the kernel of which is to
decrease the impact of small fluctuations of currencies exchange rate on the comparison process. This method
takes into account the average measuring of exchange rate for the current year with the same indicators for two
previous periods with inflation correction. The Atlas method is one of the most accurate and competent.

It should be noted that the provided method of country classification is simplified and aimed for comparison of
economic development of the country with middle class share in it (see Table 1).

Table 1. Criteria for countries classification

Developed Developing Countries with the

countries countries transitional economy
GNI per capita, US dollars 12616 - above 4086 - 12615 0 - 4085
Tertiary sector share in national economy, % 60 - 100 45-59 0-44

Because middle class was firstly examined in the USA, today it is generally accepted to compare the economic
development with the US economy, where middle class share is about 71.25% (the highest value in the world); i.
e. from 319.9 million people about 228 million are middle class. The annual income of average American middle
class individual is between 35,000 and 100,000 US dollars.

3. Results
According to the Atlas classification method by World Bank, the USA is developed country with the GNI per
capita value of 50,120 US dollars (WB, 2013). About 47 million people (Kharas & Gertz, 2010) are below

poverty (14,8%) (DeNavas-Walt, Proctor, & Smith, 2012), while the average salary in 2012 was 45,790 US
dollars.
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Figure 1. Middle class annual expenses per capita, 2011 (Kyle, 2014)
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In 2011 the average US middle class person spent about 19,448 US dollars (see Figure 1), and general
expenditures of middle class this year were 35% of GDP.

As for the social factor, currently there is 155,6 million of labor force in the US (48.6%), the unemployment rate
is 3.5% (11,26 million people) [Economic News Release, 2013]. The Gini index equals to 0.48. Expenditures per
capita in the USA are 6,133 US dollars (see Figure 3), while the total spendings of middle class in 2011 were
1.183 billion US dollars, which is 12% of GDP.

We believe that the high developed economy of the US is those factor which predetermined the fast middle class
formation in the USA. It allowed to establish high living standards there very fast and today the average income
per capita is 7 times more than in the world (see Figure 2).
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Figure 2. Middle class population and its share of the whole population, 2011

The next large country is People’s Republic of China (PRC) which in absolute value of middle class population
holds the second position in the world: there is 193 million people included to the Chinese middle class (see
Figure 4). However, in relative value China is far behind still middle class share here is only 14.2%. The average
annual income is between 8,000 and 60,000 US dollars (in average 50% of the US indicator).

World Bank classifies China as developing country with GNI per capita of 5,740 US dollars (WB, 2013). China
has the second most powerful economy in the world, but at the same time the middle class share in the
population is one of the lowest in the world. We believe that such situation could be explained by cheap labor
force, because form on hand China is the largest manufacturing region, but form another the Chinese salaries are
one of the lowest among the developed and developing countries.

However, according to the study of large news company Global Post, in the future exactly developing countries
would become the core of middle class development because of powerful economic system formation in such
regions. According to the Figure 3, in 2030 the middle class population would increase up to 950 million people
in China (68.2% of total population). At the same time, in the US thus indicator is expected to be decreased by
15.85% (from 71.25% to 55.4%) (WB, 2013).
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Figure 3. Forecast of middle class population and its share of the whole population, 2030 (Kyle, 2014)

Japan is another example which has the largest relative value of middle class share in the world (approximately
95.61%). The annual middle class income per capita is between 10,000 and 30,000 US dollars, which is about 30%
of the same US indicator.
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According to the Atlas method interpretation, Japan is highly developed region with GNI per capita of 47,870
US dollars. Tertiary sector share in the economy is 71.4% (425 million US dollars), manufacturing label is
estimated to 1.15 billion US dollars.

The poverty level is 16% (20.4 million people), and middle class expenditures were 1.7 billion US dollars in
2011 which equals to 43% of Japanese GDP. It could be noted that middle class impact indicators in Japan on
social and economic development is huge: approximately 96% of population is identified as middle class, and 54%
of them is labor force, employed in the manufacturing (secondary) sector, 69.8% in the tertiary sector, and 3.9%
in the primary sector (agriculture) (Latest indicators, 2011). It allows the Japanese middle class to generate
approximately 90% of GDP which equalled to 5,367.5 billion US dollars (CIA World Factbook, 2014).

These values are reached because of Japanese middle class expenditures (see Figure 4) which in 2011 were
1,701 million US dollar in Japan (73% of GDP value) (China - New Global, 2012). The Chinese middle class
spent 1,183 million dollars, but this value was reached because of Chinese numerous population (quantitative
indicator) rather than of other qualitative values. The Chinese middle class annual expenditures per capita are 6
thousand US dollars versus 14 thousand of Japanese middle layer, and the USA has the largest value of 19.5
thousand US dollars which is 68% more than in China and 28% that in Japan. Only Western European countries
have these values that close the US indicators.
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Figure 4. The aggregate expenditures of middle class by regions and share of GDP, 2011

There is no large fluctuation in middle class variety by country in Western Europe. For instance, in relative value
the most developed countries like Germany, France, United Kingdom, and Italy have the average middle class
share equalled more than 90% of local population.

In France the average income per capita of middle class representative is 15,000 — 20,000 US dollars (52% of
the US indicator), in the UK the same indicator is equalled to 25,000 — 35,000 US dollars (44% of the US
value).

According to the Atlas method by World Bank, both France and UK are highly developed regions with GNI per
capita of 41,750 and 38,250 US dollars, respectively.

There is 8.8% of French population is below the poverty line (5.8 million people), and 16% of the UK
population (10.1 million people). The unemployment rate is 10.5% in France (6.8 million people) and 7.6% in
the UK (4.8 million people).

The middle class average annual expenditures per capita in 2011 were 15,801 US dollars for the French middle
class.

On the basis on the indicators analyzed for the developed countries, it could be concluded than middle class is
the generator of economic and social development because of the next factors:

1) the middle class share of the whole population is above 90%;
2) the tertiary sector share in the economy is above 70%;

3) GNI per capita is above 40 thousand US dollars;

4) the average income per capita is above 15 thousand US dollars.

China takes the particular position in this analysis because in absolute values it holds the second position in the
world but not in relative indicators. However, according to forecasts, in 2030 the share of the Chinese middle
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class would increase up to 950 million people which could allow middle layer to become the main source of
economic and social growth of this largest Asian country.

India is the other similar example. In 2011 there were about 1.237 billion people, 74 million of whom (5.98%)
are corresponded to the middle class criteria. Approximately 270.9 million people were below poverty line
(21.9%) (CIA World Factbook, 2014). The average income per capita was from 3,000 to 6,000 US dollars which
is equalled to 5% of the similar US indicator.

The average middle class expenditures per capita in 2011was 6,136 US dollars (Child Labour In India, 2011),
while the total sum was estimated to 453 million US dollars (12% of GDP) (Report on Employment, 2010).

In total population India holds the second position in the world, but it has the lowest middle class share at the
same time. That is why it is hardly possible to objectively evaluate the Indian middle class impact on the social
and economic development of the society.

According to the different evaluations, the middle class share in Russia, is estimated to 75% (108 million people),
from which 11.2% are below poverty line (15.8 million people) (Poverty rate in Russia, 2013). The
unemployment rate was 5.4% in 2013 (approximately 7.77 million people) (Labor Force, 2013). The total
amount of labor force was 75.5 million people, 4.4% of whom were employed in the agriculture sector, 37,6% in
the secondary sector, and 58% in tertiary sector (GDP composition, 2012).

The annual income per capita in 2011 was 6,000 — 24,000 US dollars (22% of the US value) and the total
expenditures were 966,565 million US dollars (8,947 US dollars per capita).
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Figure 5. Minimal hourly wage and poverty rate, 2011-2012

4. Discussion

According to the opinion of some researchers, the development of any country is always accompanied by
scientific or technology breakthrough: they see the middle class to be the major source of these resources. There
is a direct correlation between socio-economic development of the country and the middle class formation
because the more numerous middle class is the more developed stage region achieves. The famous French
sociologist M. Halbwachs believed the middle class to be the major source of industrial development of the
European countries. In addition, he proposed that the key criterion of this development was in “technical
activities”’ (Halbwachs, 2000). Another researcher, P. Florida, agreed with him and offered three T concept that
includes combination of such factors as technology, talent, and tolerance (Florida, 2007). Later, this fundamental
position was confirmed by new researches of such scientists as Z. Bauman (Bauman, 1998).
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At the same time, the range of other researches (Milanovic and Yitzhaki, 2002; Kessler and Virgillo, 2010) don’t
share this position. They state about total absence of the middle class in the society forming by this reasons for
the further discussions.

Thus, the diversity of scientific views causes barriers to the common study of the modern middle class problems,
which is too important for the society development concept. Often its role in socio-economic development of the
country remains underestimated, and the main reasons of this situation are both the numerous views on middle
class formation, structure, and functions and the poor development of this social layer in many parts of the world.
We believe the importance of the middle class research to be ridden by the irregular formation and development
of this social layer in different countries because in some regions the middle class is powerful socio-economic
stabilizer while others almost completely absent the middle class and its influence on the country development.
Such situation gives rise to the opposite views on this subject among the scientific community. That is why the
most important methodological and practical issue lies in the studies unification in order to determine the
common approaches to the middle class problems. In the future it will allow to clearly identify the role of the
middle class in socio-economic development of the society.

5. Conclusion

In the cases analyzed it could been noticed that middle class impact differs from the country of study. For
instance, middle class has no any impact on Indian development not only because of its tiny share in the
population, but also low level of economic and social development. In opposite, in such regions as the USA,
Japan, Germany, France, the UK and Italy the poor population share is low (from 7.8% to 14.8%), and minimal
hourly wage is quite high which allows these countries to have large middle class share. As a result, there middle
class is that unit between the Government and social and economic life of society, which predetermined
development of these regions.
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