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End of the ‘golden age’

* Income shock

* Productivity shock

* Inflation shock

» Unemployment shock

» Earnings shock

 Finally, interest-rate shock

» Trends similar everywhere. American
circumstances not unique.
— Similar policies?
— Underlying fundamentals? [invisible shocks?]
— Combination of both?
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Market-liberal inequality

USA

Share of Total Income Received
By Top 5% and Bottom 409

G Cooficerts, UK and USA G Codfcets,  Europe
05 05 T
[ .
= o AN
2w LN o '_._._,.u-ﬂ‘-_/‘\
£ e
H 02 Py
@
0 0 N =
® oW M W W w20 T
e Fmism 4
Offer, 2006 . St
1% T T T
WAT WD W M MR 8 T
7 Inequality.org Bowrs Canal ior Fopla S omanmics
SHARE OF MAFKE’I‘A!:.E Ner Worta
Top fractiles income shares oo To Prscmms
or Weaurasoroexs
|incrudlng capital gains), 1913-2005 Swepe, Usirep Kixcoon,
- UNITED STAES, 1920-1992
™
15 4 gm“.ﬂ.g. Stks or Weautss Ownip 37 11E Top 1 PERGENT oF Weyasre Paygaas Ty vesss by Iy ey
[ —— HousEHOLDS Iy THE UNITED STATES, 1922-1998 P
l-'nm. H —e— NetWorth —5—- Augmented Wealth L = T L ——
» ELLEIT AN -
a ™
“ /\ - - nam
/\/\ oot . L
¢ F
hiﬁ °F S x/ru}q\u \.--'i * — o ik
L
.n. s "
o f#‘a s a’fd"#ff o o“#’ i
.S VA SO U W B W A8

Piketty & Saez, from Pierson 2007 presentatich

Wolff, Top Heavy (2002)

204 Fitted values Belgium
Sweden Netherlands
France
Austria
2
C 15 Denmark
3 Htaly Spain
e
=
H Finiang UK
% 104 Switzerland
& nede 1y
us Australia
5 Iceland ‘
T T T —
03 0.4 0.5 06

Beiieve luck determines income
Fig. 7.1. Belief that Luck Determines Income and Welfare Spendln| g 3
(Source: Calculations from GSS Data.) :

Alesina and Glaeser (20[]11)

normative backlash

» Today: Normative shocks
» A‘great disruption’ — only for the ‘bosses’?
What/who is being disrupted?

* Revolt of women
— Revolt of the children? [flower power]

* Revolt of the blacks




Educafion Levels, USAWhite Women aged 22-42
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Median age at first marriage by sex, 1890 1o 1991.

(Jacobsen, 1994)

(a) Family Types, Whites USA
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(b) Real Median Family Income, Whites USA

80,000

60,000
—— wife works.

—=— wife home
man only
‘woman only

dollars.

40,000 | pegPoae Ton g

20,000

0
1967 1973 1979 1985 1991 1997

dollars

70
60
50
40
30

20
10

percent

0
1967 1973 1979 1985 1991 1997

(c) Family Types, Blacks USA
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Marriage and divorce rates per 1000, USA 1860-1991
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Divorce surge of the 1970s (and numbers of children involved)

S

LR

— Children

e Divorces

i 1965

o b

Fiowrn 1. sl o Wecia

Figwre -3 Proporiion of marriages begun in each year tha will end in diveree, 1087 ©
1973. (Sources: see Appendix 2.) :

3 veeeeee  Proportion which will end ia divorce 3
8 ————  Best fitting smooth curve
2 40
©
£ £
) 4
5 30 -
<
®
[
S
§ .20
10| .

1870 W60 /690 1300 190 1920 1930 1340 1950 1990 1¥TO
Cherlin, 1981 Yeor morrioge was begun

Sex ratios at mating ages, USA and UK, 1950-1990

. o
L Wi
! ™
| o L
120 1 "
g 10 i - nmis 1 [IHr | = s
g 1] 1l M -
2 80 4 B HHI HIH-
s i
2
g 60 H [
Q
c
o
£ 4 H
2 L
0 (LA A AT FAAL T, TN O A A
1950 1960 1970 1980 1990 1951 1961 1971 1981 1991

Offer, 2006, fig. 7.4 2

rth and out-of-wedlock birth rates, USA and UK, 1945-1990.
Historical Statistics of the United States, U.S. Statistical Abstract; Mitchell, 1998, UK Population
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Labour force participation by age & gender, USA 1963, 1980, 1992
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Women’s academic degrees, ratio to men, USA, 1960-1990
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CRIME AND PUNISHMENT
[a just-world model]
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Reported Crime and Imprisonment Rates USA
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Crime Surges and Heroin
Epidemic

YR MO EARLHA PLANE
Liinh i, G skl

Homicide rate, 1900-2001

Rate per 100,000 population Homicide victimization rate by age, 1970-2003

Rate per 100,000
18 o P
18.24
20
1447
10
25+
O
1970 1975 1980 1985 1990 1995 2000

o
1800 1910 1520 1330 1940 1950 1960 1870 1980 1390 2000

Rape rates

Adjusted victimization rate

per 1,000 persons age 12 and over
4

3

2

1

27 28

Four measures of serious violent crime  Property crime rates

Offenses in millions Adjusted victimization rate

5 per 1,000 households . .

Public Fear and Frustration
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drugs and the promotion the news media give them. But
most of all, | am sick of constantly being kicked in the
teeth for staying home, minding my own business,
working steadily, paying my bills and taxes, raising my
children to be decent citizens, managing my financial
affairs so that | won’t become a ward of the city, county,
or state and footing the bill for all the minuses mentioned
herein”

* Letter to Senator Sam Ervin from a constituent in June 4,
1968 [Hynes dissertation]




EFCU“OHS, 1930-2004 Direct expenditure by criminal
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Myopic Crime

In sum, people who lack self-control will tend to be
impulsive, insensitive, physical (as opposed to mental), risk-
taking, short-sighted, and nonverbal, and they will tend
therefore to engage in criminal and analogous acts. Since
these traits can be identified prior to the age of responsibility
for crime, since there is a considerable tendency for these
traits to come together in the same person, and since these
traits tend to persist through life, it seems reasonable to
consider them as comprising a stable construct useful in the
explanation of crime. (Gottfredson and Hirschi, General
Theory of Crime, pp. 90-91)
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Hypothesis

Micro-foundations for macro-trends
Emotional equilibrium rests on self-worth
Regard [social worth] can replenish self-worth

Technological shocks (‘creative destruction’) affect
economic roles, and undermine self-worth [women,
blacks]

Quest to restore equilibrium through self-sufficiency

The tragedy of self-sufficiency: a quest to attract a
commitment you are unable credibly to reciprocate.

Disables reciprocity [‘social capital’]
Drives distrust
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