Inequality and Mobility

INCOME INEQUALITY IN ANGLO-SAXON COUNTRIES, 1910-2010
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FIGURE 4.4. Locative surnames at Oxford and Cambridge, 1170-2012.

Examples: Mandeville, Montgomery, Baskerville, Percy, Neville,
Beaumont
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Historical Intergenerational Mobility
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FIGURE 4.1. Percentage of artisan surnames among English elites, 1170-2012.

Examples: Smith, Baker, Cook, Carter, Wright, Shepherd, Butler
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Changes in Intergenerational Mobility Over Time

@ Elites and non-elites rose and fell in socioeconomic
status at rates comparable to modern times

o Consider our two living super-rich Americans

o Bill Gates' grandfather was a national bank president
and his father was a prominent lawyer

@ Warren Buffet's father was a four-term congressman

@ We may not have hereditary titles or a landed elite, but
we do have status passed from one generation to the
next today

o Why might that be the case in what we like to think of
our society as a meritocracy?
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Changes in Intergenerational Mobility Over Time

@ In many ways, a meritocracy places strong value on
human capital

@ We have all sorts of ways that parents with means can
invest in their children’'s human capital

@ Think about private schools, tutors, college tuition,
books, etc.

@ This will tend to decrease mobility

@ Working in the opposite direction are the effects of
public education

@ To see the complex relationship between mobility and
human capital, let's take a look at what happened when
public high schools were introduced in the US
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Changes in Intergenerational Mobility Over Time

@ The High School Movement occurred during the early
20th century

@ Common schools were replaced with graded schools,
high schools were built letting students expand their
studies past the traditional 8 years

@ High school became an option for everyone, not just
those planning to go a traditional college route

@ Overall, access to school and the quality of schools rose
tremendously

@ What did this do to mobility?
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Changes in Intergenerational Mobility Over Time
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Changes in Intergenerational Mobility Over Time
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Changes in Intergenerational Mobility Over Time

Table 3: Intergenerational Income Elasticities, 1915

and 2001
Sample Elasticity
lowa, full sample 0.109
(0.030)
PSID, 20-35 0.289
(0.037)
PSID, 25-40 0.312
(0.034)

Standard errors given in parentheses.
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Changes in Intergenerational Mobility Over Time

Table 6: Coefficients for school quality/access interaction terms

Earnings x Schooling Measure Coefficient

School Measure Urban Districts Rural Districts
graded schools dummy - -.044
- (.059)
spending per student 0.024 .012
(.068) (.008)
classrooms per sq. mile -.033 .230
(.009) (-128)
graded classrooms -.027 275
per sq. mile (.008) (.111)
student-teacher ratio -.000 -.004
(.000) (.001)
subsidy per student .000 .017
(.011) (.004)

Standard errors in parentheses
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Changes in Intergenerational Mobility Over Time

Figure 6: Percentage of sons remaining in their father's income

quintile.
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Inequality and Mobility

Figure 4
Higher Returns to Schooling are Associated with Lower Intergenerational
Earnings Mobility
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Inequality and Mobility

Figure 5
The Higher the Return to College, the Lower the Degree of Intergenerational
Mobility: United States, 1940 to 2000
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Inequality and Mobility

Figure 6
Money Matters: Higher-Income Families in the United States Have Higher
Enrich t Expenditures on Their Children
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Inequality and Mobility

Figure 7

Proportion of Sons Currently Employed or Employed at Some Point with an
Employer their Father had Worked for in the Past: Canada and Denmark

(by father’s earnings percentile)
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Inequality and Mobility

Figure 1
The Great Gatsby Curve: More Inequality is Associated with Less Mobility across
the Generations
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Inequality and Mobility

In 1972 a storm of protest from blue-collar workers
greeted Senator McGovern's proposal for
confiscatory estate taxes. They apparently wanted
some big prizes maintained in the game. The silent
majority did not want the yacht clubs closed
forever to their children and grandchildren while
those who had already become members kept
sailing along. — Arthur Okun, 1975
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An Empirical Test of the Increases in the Standard of

Living

@ Let's now take a slightly different approach to assessing
how much industrialization has improved the standard
of living

o We'll forgo any more fancy analysis and instead take a
much simpler approach

@ It boils down to the following question: would you
rather live in this era or some other era?
@ To do this, we'll do two comparisons

e Living today at the mean income or living in a previous
decade in the US at the 90th income percentile

e Living today at the poverty line or living in a previous
century in Britain at the 99th income percentile
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An Empirical Test of the Increases in the Standard of

Living

ananananan

CONSUMPTION SPREADS FASTER TODAY

T [cotnEs wasier)
30 {TELEPIONEY -~ = =

[CLOTITES DRYER),

J. Parman (College of William & Mary)

Global Economic History, Spring 2017

April 21, 2017 21 /22



An Empirical Test of the Increases in the Standard of

Living

@ The relevant era-specific incomes are given in
parentheses

@ All of the incomes are in 2010 US dollars
@ To the poll...

Set your browser to PollEv.com/jmparman or text
JMPARMAN to 37607 to join the poll.
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