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Abstract 

T h i s  paper  reviews t h e  l i t e r a t u r e  on and evidence concerning ( i )  

i n c r e a s i n g  i n e q u a l i t y  i n  U.S. f ami ly  income; ( i i )  the  s h r i n k i n g  middle 

c l a s s ;  and ( i i i )  t h e  a s s o c i a t i o n  between new jobs and a  more unequal 

d i s t r i b u t i o n  of ea rn ings .  

I t  examines n i n e  hypotheses  t h a t  d e a l  wi th  t h e s e  changes i n  inequal-  

i t y .  Four f a c t o r s  i d e n t i f i e d  i n  t h e  hypotheses  a p p e a r  t o  have s i g n i f i -  

c a n t  e f f e c t :  t h e  r i s e  of s i n g l e - p a r e n t ,  female-headed households;  major  

r e c e s s i o n s  i n  the  p e r i o d  1973-1983; i n d u s t r i a l  r e l o c a t i o n  from t h e  

N o r t h e a s t  and Midwest t o  t h e  South and West; and a n  i n c r e a s e  i n  p a r t -  time 

work. The e f f e c t s  of t h e  last  t h r e e  a r e  t o  some e x t e n t  i n t e r r e l a t e d .  



I. INTRODUCTION 

A c o n s i d e r a b l e  body of l i t e r a t u r e  h a s  a r i s e n  l a t e l y  on the  s o - c a l l e d  

"vanishing"  middle c l a s s .  S t u d i e s  by Blues tone ,  H a r r i s o n  and o t h e r s  have 

r a i s e d  t h e  i s s u e s  of de indus  t r i a l  i z a  t i o n  and a  growing low-wage economy. 

Deba te  on what h a s  been happening t o  t h e  Uni ted  S t a t e s  income d i s t r i b u -  

t i o n  and a l t e r n a t i v e  e x p l a n a t i o n s  has  been c a r r i e d  on i n  t h e  popu la r  

p r e s s  by K u t t n e r ,  Levy, and Thurow, among o t h e r s .  And t h e  r e c e n t  pub l i -  

c a t i o n  of a  census  monograph by Levy on D o l l a r s  and Dreams: The Changing 

American Income D i s t r i b u t i o n  (1987) h a s  h i g h l i g h t e d  the  importance  of 

ongoing d i s t r i b u t i o n a l  changes i n  broad h i s t o r i c a l  c o n t e x t .  

D i s c u s s i o n  of r e c e n t  d i s  t r i b u t i o n a  1 changes,  however, i s  of t e n  con- 

f u s e d  by l a c k  of agreement among a u t h o r s  on what t h e  major changes a r e  

and by d i f f e r e n t  a u t h o r s  f o r c e f u l l y  advoca t ing  d i f f e r e n t  e x p l a n a t i o n s  f o r  

t h e s e  changes. The t ime seems r i p e  t o  b r i n g  t h e  v a r i o u s  s t r a n d s  of 

d e b a t e  t o g e t h e r  t o  t r y  to  r e a c h  a  consensus on what the  key d i s t r i b u -  

t i o n a l  changes  a r e  t h a t  r a i s e  s o c i a l  concern ,  and t o  i d e n t i f y  a s  com- 

p l e t e l y  a s  p o s s i b l e  t h e  range of s o u r c e s  e f f e c t i n g  t h e s e  d i s t r i b u t i o n a l  

changes.  T h i s  paper  a t t e m p t s  t o  move the  d e b a t e  i n  t h i s  d i r e c t i o n .  I t  

i d e n t i f i e s  t h r e e  s e p a r a t e  phenomena t h a t  have mot ivated r e c e n t  concern  

w i t h  the  d i s t r i b u t i o n  of income. The paper  then examines n i n e  d i s t i n c t  

hypo theses  t h a t  have been sugges ted  i n  t h e  l i t e r a t u r e  a s  e x p l a n a t i o n s  f o r  

one o r  more of t h e s e  phenomena. The p r i n c i p a l  change t h a t  i s  h i g h l i g h t e d  

is  t h e  s o - c a l l e d  v a n i s h i n g  middle c l a s s .  The a 1  t e r n a  t i v e  hypo theses  a r e  

e v a l u a t e d ,  w i t h  p a r t i c u l a r  r e g a r d  a s  t o  how impor tan t  o r  s u c c e s s f u l  they 

a p p e a r  t o  be  i n  e x p l a i n i n g  t h i s  p a r t i c u l a r  change. The paper  a l s o  s e e k s  

t o  p r o v i d e  a  broad a n a l y t i c a l  p e r s p e c t i v e  on how to  o r g a n i z e  t h e  



d i s p a r a t e  hypo theses  i n  t h e  r e c e n t  l i t e r a t u r e .  T h i s  may h e l p  to  i d e n t i f y  

a r e s e a r c h  agenda t o  b e t t e r  e v a l u a t e  and t e s t  t h e  a 1  t e r n a  t i v e  hypo theses .  

11. BEVIEW OF ISSUES AND EVIDENCE 

F i r s t  of a l l ,  what  a r e  t h e  p r i n c i p a l  phenomena t h a t  t h e  r e c e n t  

l i t e r a t u r e  h a s  h i g h l i g h t e d  and t r i e d  t o  e x p l a i n ?  To focus  the  

d i s c u s s i o n ,  I s h a l l  c o n c e n t r a t e  on t h r e e  c la ims:  

( i )  i n c r e a s i n g  i n e q u a l i t y  i n  f ami ly  income, p a r t i c u l a r l y  a t  t h e  top 
and bottom ends  of t h e  d i s t r i b u t i o n ;  

( i i )  t h e  s h r i n k i n g  middle c l a s s ;  and 

( i i i )  new jobs ,  p a r t i c u l a r l y  f o r  men, a s s o c i a t e d  w i t h  a more unequal  
d i s t r i b u t i o n  of ea rn ings ;  i .e . ,  t h e  rep lacement  of h igh-paid ,  
more e g a l i t a r i a n  manufactur ing jobs  by t y p i c a l l y  low-paid, 
more unequal  s e r v i c e - r e l a t e d  jobs.  

Evidence f o r  t h e  f i r s t  two p o i n t s  is p resen ted  i n  T a b l e  1 from Levy 

(1987). The g e n e r a l  shape of t h e  q u i n t i l e  s h a r e  d i s t r i b u t i o n  of ( census )  

f a m i l y  income, a s  Levy p o i n t s  o u t ,  has remained f a i r l y  s t a b l e  over  t h e  

pos t-World War I1 p e r i o d ,  b u t  has shown two d i s t i n c t  p e r i o d s  of g r a d u a l  

change. From t h e  l a t e  f o r t i e s  u n t i l  1967-69, t h e  d i s t r i b u t i o n  became 

modera te ly  more e q u a l ,  t h e  bottom income s h a r e s  i n c r e a s i n g  and t h e  top 

s h a r e s  dec reas ing .  S i n c e  then,  however, a  r e v e r s a l  h a s  occur red ,  w i t h  a 

g e n e r a l  i n c r e a s e  i n  f ami ly  income i n e q u a l i t y ,  moving back t o  roughly  what 

i t  was i n  t h e  1947-49 p e r i o d . l  I f  one d e f i n e s  the  "middle c l a s s "  a s  t h e  

middle  t h r e e  q u i n t i l e s  of t h e  f a m i l y  income d i s t r i b u t i o n ,  t h i s  group 

r e c e i v e d  52.0 p e r c e n t  of f ami ly  income i n  1947,  i n c r e a s e d  i t s  s h a r e  to  

53.8 p e r c e n t  i n  1969,  and t h e n  l o s t  ground t o  52.4 p e r c e n t  i n  1984. I f  

one cumulates  t h e  q u i n t i l e  s h a r e  f i g u r e s  f o r  each  y e a r  i n  T a b l e  1, one 



Table 1 

Shape of t h e  Family Income D i s t r i b u t i o n  over  the  Postwar  P e r i o d  

P e r c e n t a g e  of A l l  Family 
Income Going to: 

1st Q u i n t i l e  (bottom) 

2nd Q u i n t i l e  

3 r d  Q u i n t i l e  

4 t h  Q u i n t i l e  

5 t h  Q u i n t i l e  ( t o p )  

Top 5% 

Source:  Levy (1987) ,  T a b l e  2.1, p. 14 based on d a t a  from Bureau of t h e  
Census,  C u r r e n t  P o p u l a t i o n  Repor t s ,  s e r i e s  P-60. 



f i n d s  t h a t ,  i n  terms of q u i n t i l e  income groups,  t h e  1969 Lorenz curve  of 

f a m i l y  income l i e s  uniformly above t h o s e  f o r  1949 and 1984 and t h e  Lorenz 

c u r v e  f o r  1984 l i e s  uniformly below both  of t h e  o t h e r s ,  i n c l u d i n g  t h a t  

f o r  1949. Under q u i t e  g e n e r a l  c o n d i t i o n s ,  t h e  degree  of f ami ly  income 

i n e q u a l i t y  unambiguously dec reased  from 1949 t o  1969 and then  i t  became 

unambiguously g r e a t e r  by 1984,  even compared t o  1949. The f i g u r e s  can 

indeed be augmented by p r e l i m i n a r y  C u r r e n t  P o p u l a t i o n  Survey (CPS) 

f i g u r e s  f o r  1986,  which show t h e  income s h a r e  of the  bottom q u i n t i l e  of 

f a m i l i e s  t o  be 4.6 p e r c e n t ,  t h e  top q u i n t i l e  s h a r e  t o  have r i s e n  s t i l l  

f u r t h e r  t o  43.7 p e r c e n t ,  and t h e  s h a r e  of the  middle  60 p e r c e n t  of 

f a m i l i e s  t o  have d e c l i n e d  f u r t h e r ,  t o  51.6 pe rcen t .  The r e s u l t i n g  r a t i o  

of  t h e  top q u i n t i l e  income s h a r e  t o  t h e  bottom q u i n t i l e  s h a r e  f o r  census  

f a m i l i e s  is  i l l u s t r a t e d  i n  F i g u r e  1 from B u r t l e s s  (1987) f o r  1947-85. 

C l e a r l y ,  t h e  ev idence  s u g g e s t s  a marked widening of r e l a t i v e  income d i f -  

f e r e n t i a l s  between t h e  upper and lower p o r t i o n s  of t h e  f a m i l y  income 

d i s t r i b u t i o n .  

The d e f i n i t i o n  of middle  c l a s s ,  however, is somewhat a r b i t r a r y ,  and 

e m p i r i c a l  s u p p o r t  h e r e  is  n o t  q u i t e  so  c l e a r - c u t .  Blackburn and Bloom 

(1987a1,  f o r  example, d e f i n e  the  lower middle c l a s s  a s  60-100 p e r c e n t  of 

median fami ly  income, t h e  middle  c l a s s  a s  100-160 p e r c e n t  of t h e  median, 

t h e  upper  middle c l a s s  a s  160-225 of t h e  median, and t h e  upper c l a s s  a s  

f a m i l i e s  w i t h  incomes above 225 p e r c e n t  of t h e  median.2 The f i g u r e s  f o r  

s e l e c t e d  y e a r s  between 1967 and 1984 i n  T a b l e  2 do n o t  show any s i g n i f i -  

c a n t  t r e n d  i n  t h e  s h a r e s  of t h e  lower-middle- and upper-middle-c lass  

groups.  For  t h e  middle c l a s s  a s  more narrowly d e f i n e d  h e r e ,  though, one 

c a n  s t i l l  d e t e c t  a downward t r end ,  s u g g e s t i n g  t h a t  whatever is  happening 



Figure 1 

Income Rat io  of Top to Bottom Q u i n t i l e s  of Famil ies  
1947-1985 

Year 

Source: B u r t l e s s  (1987,  Fig.  2 ,  p. 1 2 ) .  



Table 2 

U.S. Family Income Shares ,  Se l ec t ed  Years,  1967-1985 

Lower Upper 
Middle Midd l e  Middle Upper 
C l a s s  Class  Class  C l a s s  

Source: For 1967-84, Blackburn and Bloom (1987a, Table 1 ) ;  f o r  1985, 
Blackburn and Bloom (1987b). The popula t ion  i n  t h i s  t a b l e  
i nc ludes  both census  f a m i l i e s  and un re l a t ed  i nd iv idua l s .  

Note: Class d e f i n i t i o n s  a r e  based on percentages  of median income; 
s e e  t ex t .  



t o  t h e  middle-income s h a r e  i s  concen t ra ted  i n  the  r e g i o n  n o t  f a r  above 

t h e  median. The marked r i s e  i n  t h e  upper s h a r e  once a g a i n  comes through 

s t r o n g l y .  More g e n e r a l l y ,  Blackburn and Bloom (1985, 1987a) and Bradbury 

(1986) f i n d  t h a t  a  d e c l i n i n g  middle of t h e  family  d i s t r i b u t i o n  i s  indeed 

r o b u s t  t o  v a r i o u s  a l t e r n a t i v e  d e f i n i t i o n s  f o r  the  middle c l a s s  and income 

measures. The o v e r a l l  r i s e  i n  i n e q u a l i t y ,  however, does n o t  seem t o  be 

s o  s i z a b l e  a s  t o  w a r r a n t  such terms a s  a  "vanishing" middle c l a s s  ( ~ e v y ,  

1987b) o r  a  "surge" i n  i n e q u a l i t y  (Thurow, 1987). A s  po in ted  o u t  by 

Blackburn and Bloom (1987a) ,  l1 t he  concern over  the  s o - c a l l e d  d e c l i n e  of 

t h e  middle c l a s s  r e l a t e d  more t o  whether the  t r end  w i l l  be ongoing r a t h e r  

t h a n  t o  t h e  magnitude of t h e  change t h a t  has occurred" (p. 356).  

Some i n t e r n a t i o n a l  p e r s p e c t i v e  may be provided by a  comparison w i t h  

f a m i l y  income s h a r e  f i g u r e s  f o r  ~ a n a d a , ~  a n  economy c l o s e l y  l inked  w i t h  

t h e  Uni ted  S t a t e s ,  having a  broad i n d u s t r i a l  s t r u c t u r e ,  and s h a r i n g  many 

s i m i l a r  e x p e r i e n c e s  such a s  t h e  postwar baby boom. A s  the  f i g u r e s  i n  

T a b l e  3  i n d i c a t e ,  t h e r e  appears  to  have been a  more marked change i n  t h e  

shape  of t h e  U. S. income d i s t r i b u t i o n  than of the  Canadian d i s t r i b u t i o n .  

Any drop i n  t h e  s h a r e  of the  middle t h r e e  q u i n t i l e s  i n  the  c a s e  of Canada 

a p p e a r s  t o  have been l a r g e l y  c y c l i c a l  i n  n a t u r e ,  a s s o c i a t e d  w i t h  the  

1980-82 recess ion .  A r i s e  i n  the  top q u i n t i l e  s h a r e ,  though, i s  n o t i c e -  

a b l e  s i n c e  a b o u t  1977 and shows t h a t  t h i s  phenomenon is n o t  unique t o  the  

Uni ted  S t a  t e s .  

Concerning t h e  ev idence  on new jobs ,  one can t u r n  to  t h e  work of 

Blues  tone and H a r r i s o n  (1986). They d i v i d e  jobs  i n t o  t h r e e  groups 

a c c o r d i n g  to  a  low-wage c u t o f f  of 50 p e r c e n t  of median annua l  wages and 

s a l a r i e s  i n  1973 and a  high-wage c u t o f f  of 200 p e r c e n t  of median wages 



Table 3 

Canadian Family Income Shares, Selected Years, 1965-1985 

Bottom 20% Middle 60% Top 20% 

Source: S t a t i s t i c s  Canada, Income Distribution by Size  in  Canada, 1985. 



and s a l a r i e s .  The two cutof f  l eve l s  a r e  then extended to  l a t e r  years  by 

mul t ip ly ing  by the r a t e  of CPI i n f l a t i o n .  Three s t r a t a  of jobs--low, 

middle, and high--are designated according to  the two c u t o f f s ,  and the 

au tho r s  examine how n e t  employment i n  each of these job s t r a t a  has 

changed between the periods 1973-79 and 1979-84. They f ind  t h a t  the 

g r e a t e s t  growth i n  employment wi th in  the l a t t e r  period has been i n  the 

low stratum of jobs (58 percent  i n  1979-84 vs. 20 percent  i n  1973-79), 

and t h a t  there  has a c t u a l l y  been a decrease i n  the n e t  change of 

high-s tratum jobs (-5.5 percent  vs. 16 percent )  .4 More soph i s t i ca t ed  

ana lyses  by Dooley and Gottschalk (1985) and McMahon and T s c h e t t e r  (1986) 

o b t a i n  genera l ly  s i m i l a r  o r  c o n s i s t e n t  r e s u l t s .  

Perhaps the p r i n c i p a l  i s s u e  of ~ e v y ' s  book ( a s  wel l  a s  of h i s  recent  

papers;  s e e  Levy 1987a,b) i s  the eroding middle c l a s s .  While he reviews 

the  s t a t i s t i c a l  evidence up u n t i l  1984, he f e e l s  t h a t  the percentage 

d e c l i n e s  have been r a t h e r  minor. Yet the i s sue  has come to the f o r e  i n  a 

much more f o r c e f u l  fash ion  than the basic  income share  s t a t i s t i c s  

sugges t ,  he f e e l s ,  f o r  perceptual  reasons. The postwar trend i n  (median 

family)  income levels--as  seen i n  Figure 2--also shows two d i s t i n c t  

per iods.  From 1947 to 1973, median (census) family income increased 

q u i t e  s t e a d i l y  from $14,000 ( i n  1984 d o l l a r s )  to $28,200--essent ial ly  

doubling over the twenty-six year period. But a f t e r  1973, r e a l  incomes 

b a s i c a l l y  s tagnated  through two cyc les  and by 1984 s tood a t  $26,433. The 

propor t i on  of husband-wife f a m i l i e s  rece iv ing  over $30,000 ( i n  1984 

d o l l a r s )  f e l l  from 51 pe rcen t  i n  1973 t o  45 percent  i n  1984. With the 

f a l l o f f  i n  growth of r e a l  incomes a f t e r  1973, i n  s p i t e  of the increas ing  

propor t ion  of dual-earner  f ami l i e s ,  many workers, Levy argues, f e e l  a s  i f  



Figure 2 

Median Income of Families and Unrelated Individuals  
1947-1984 

( i n  1984 do l l ar s )  

Median 
Income I 
28,000- 

24,000- 
Family Incomes 

20,000- 

16,000- 

12,000- 

Year 

Source: Levy (1987, Fig.  2 . 1 ,  p. 18 ) .  



they a r e  los ing  ground or  tha t  i t  i s  becoming more d i f f i c u l t  to  keep up 

wi th  a perceived middle-class standard of l iv ing .  However, recent  evi- 

dence of the l a s t  two years  has f u r t h e r  strengthened e a r l i e r  trends. So, 

whatever is going on to  br ing about these changes i n  the d i s t r i b u t i o n  is 

more than j u s t  perceptual.  A number of the leading hypotheses t h a t  have 

been of fered  concerning the sources of such changes w i l l  be examined 

below and evaluated i n  l i g h t  of cu r ren t  f indings.  What they may imply 

about  the t r a n s i t o r i n e s s  or  l i k e l y  permanence of the changes is  a l s o  

examined. We begin by looking a t  t r a d i t i o n a l  supply-side explanat ions,  

and then s h i f t  i n  the following sec t ion  to  more recent  demand-side expla- 

nations.5 

111. SUPPLY-SIDE EXPLANATIONS 

The two t r a d i t i o n a l  supply-side explanat ions f o r  d i s t r i b u t i o n a l  

changes i n  the l a s t  ten years  have been the labor market e f f e c t s  of the 

baby boom and the increas ing  proport ion of working women enter ing  the 

labor  force. These a s  wel l  a s  s eve ra l  o thers  a r e  addressed i n  turn. 

1. Baby-Boom E f f e c t  

The entrance of the l a rge  number of baby boomers i n t o  the labor  

market may have increased income inequal i ty  ( see ,  e.g., Lawrence, 1984) 

and cont r ibuted  to  the  dec l ine  i n  the income share of the middle c lass .  

Y oung workers typ ica l ly  have high (wi thin-cohor t )  wage d ispers ion  

( ~ i n c e r ,  1974). The advent of a la rge  cohort  of young workers a l s o  

widens between-cohort d i f fe rences  i n  wages, steepens experience-earnings 

p r o f i l e s  and widens exper ience-sk i l l  d i f f e r e n t i a l s ,  p a r t i c u l a r l y  f o r  men 



and c o l l e g e  g r a d u a t e s   reem em an, 1979; Berger ,  1985; Connel ly ,  1986).  

Young c o h o r t s  may a l s o  e x p e r i e n c e  h i g h e r  amounts of unemployment, thus  

f u r t h e r  widening annua l  age -ea rn ings  d i f f e r e n t i a l s  i n  t h e  economy (Bloom 

and Freeman, 1986) .  However, t o  t h e  e x t e n t  t h a t  t h e  baby boom c o h o r t s  

a r e  g e t t i n g  o l d e r  and now moving i n t o  middle-age, h i g h e r - e a r n i n g s  s t a g e s ,  

t h i s  s o u r c e  of i n c r e a s e d  i n e q u a l i t y  may be t r a n s i t o r y . 6  Indeed,  the  per-  

c e n t a g e  of workers  who a r e  young (aged 16-34) h a s  s t a r t e d  t o  d e c r e a s e  

o v e r  t h e  1978-84 pe r iod .  So Bradbury (1986) ,  us ing  a  s h i f t - s h a r e  

a n a l y s i s ,  now f i n d s  t h a t  t h e  change i n  t h e  age d i s t r i b u t i o n  of f ami ly  

heads  o v e r  1973-84 h a s  r a i s e d  median fami ly  income s l i g h t l y  and i n c r e a s e d  

t h e  s h a r e  of t h e  middle  c l a s s .  F u r t h e r ,  Thurow (1987) ,  a l s o  u s i n g  s h i f t -  

s h a r e  a n a l y s i s ,  f i n d s  t h a t  a g g r e g a t e  i n e q u a l i t y  i n c r e a s e s  a r e  l a r g e l y  the  

r e s u l t  of growing e a r n i n g s  i n e q u a l i t y  w i t h i n  e a c h  age  group. For  every  

age  group b u t  t h e  e l d e r l y ,  Bradbury (1986) f i n d s  lower median f a m i l y  

e a r n i n g s  and a  r e d u c t i o n  i n  t h e  p r o p o r t i o n  of f a m i l i e s  who belonged t o  

t h e  middle  c l a s s .  C l e a r l y ,  t h e r e  is more going on than  j u s t  a  baby boom 

e f f e c t .  

2. Changes in  Family Composition 

The baby boom c o h o r t s  a l s o  postponed marr iage  and f a m i l y  fo rmat ion  

r e l a t i v e  t o  e a r l i e r  c o h o r t s ,  and more e l d e r l y  peop le  l i v e  i n  s i n g l e -  

p e r s o n  households.  S i n g l e - p e r s o n  households  and households  c o n t a i n i n g  

u n r e l a t e d  pe r sons  i n c r e a s e d  from a b o u t  one-quar te r  of a 1  1 fami ly  u n i t s  

( f a m i l i e s  p l u s  u n r e l a t e d  i n d i v i d u a l s )  i n  1973 t o  a b o u t  a  t h i r d  by 1984. 

Median income among u n r e l a t e d  i n d i v i d u a l s  r o s e  between 1973 and 1984, 



though t h i s  was due t o  r i s i n g  r e a l  incomes among o l d e r  i n d i v i d u a l s ,  par-  

t i c u l a r l y  t h e  e l d e r l y ,  n o t  among younger workers. Based on s e v e r a l  coun- 

t e r f a c t u a l  examples, Bradbury (1986) concludes  t h a t ,  i f  f a m i l y  fo rmat ion  

had con t inued  a t  its p rev ious  pace,  the  d e c l i n e  of t h e  p r o p o r t i o n  of 

f a m i l i e s  i n  t h e  middle  c l a s s  would l i k e l y  have been l e s s  pronounced. 

A second s o u r c e  of change i n  f ami ly  composi t ion,  a l r e a d y  remarked 

upon, i s  t h e  r a p i d  growth i n  s i n g l e - p a r e n t  f a m i l i e s ,  p a r t i c u l a r l y  those  

headed by women, and t h e  cor respond ing  d e c l i n e  of t h e  " t r a d i t i o n a l "  

husband-wife family .  For  example, Blackburn and Bloom (1985) r e p o r t  t h a t  

between 1969 and 1983 t h e  p r o p o r t i o n  of midd le -c lass  f a m i l i e s  headed by a 

m a r r i e d  c o u p l e  dropped from 86 p e r c e n t  t o  68 p e r c e n t ;  i n  t h e  bottom 

income c l a s s ,  i t  d e c l i n e d  from 37.5 t o  28 p e r c e n t ;  whereas i n  t h e  top 

income c l a s s  i t  r o s e  from 86 t o  89.5 pe rcen t .  S i n c e  female-headed fami- 

l i e s  t y p i c a l l y  have low incomes, t h e  s h i f t  away from husband-wife fami- 

l i e s  may be expected t o  i n c r e a s e  t h e  number of low-income f a m i l i e s  and 

r e d u c e  t h e  midd le -c lass  income share .  Indeed,  Bradbury (1986) e s t i m a t e s  

t h a t  t h e  d e c l i n e  i n  t h e  p r o p o r t i o n  of husband-wife f a m i l i e s  has  reduced 

t h e  m i d d l e - c l a s s  s h a r e  of a l l  f a m i l i e s  by an amount more than f o u r  t imes  

t h e  e f f e c t  of the  change of t h e  age  of t h e  fami ly  head over  the  1973-84 

pe r iod .  I t  is  a l s o  e s t i m a t e d  t o  have reduced median income among a l l  

f a m i l i e s  by 2.9 p e r c e n t  (compared t o  t h e  e f f e c t  of a 0.4 p e r c e n t  i n c r e a s e  

from t h e  changing a g e  of f ami ly  head).  I n  i t s  d e p r e s s i n g  e f f e c t s  on 

midd le  and lower income s h a r e s ,  i t  appears  t h a t  t h i s  f a c t o r  has  come t o  

c l e a r l y  dominate t h e  a g i n g  e f f e c t  of t h e  baby boom. 



3. More Working Woaen 

The marked and s t e ady  r i s e  i n  the  female l abor  f o r c e  p a r t i c i p a t i o n  

r a t e ,  p a r t i c u l a r l y  t h a t  f o r  married women, has  a l s o  l i k e l y  had s e v e r a l  

d i s t r i b u t i o n a l  e f f e c t s .  Between 1967 and 1984, f o r  example, the  par- 

t i c i p a t i o n  r a t e  of married women increased  from 37 p e r c e n t  to  over  52 

percen t .  S ince  women t y p i c a l l y  e a r n  subs t a n t i a l l y  lower wages than men, 

a t  l e a s t  p a r t l y  because of lower average amounts of l abor  market 

exper ience ,  b u t  c o n t r o l l i n g  f o r  f a c t o r s  such a s  par t - t ime  work a c t i v i t y ,  

t h e  d i r e c t  e f f e c t  i s  a widened d i s p e r s i o n  and lower average ea rn ings  

among i n d i v i d u a l  workers o v e r a l l .  But Berger (1983) f i n d s  t h a t  women on 

ave rage  a r e  t o  an  e x t e n t  s u b s t i t u t a b l e  i n  t h e  l abor  market f o r  younger 

and l e s s  educated males. So t h e  marked i nc r ea se  i n  women's p a r t i c i p a t i o n  

may have c o n t r i b u t e d  s i g n i f i c a n t l y  t o  t he  d e c l i n e  i n  e a rn ings  of younger 

r e l a t i v e  t o  o l d e r  workers wi thout  c o l l e g e  degrees ,  helped widen 

e x p e r i e n c e - s k i l l  d i f f e r e n t i a l s ,  and steepened observed age-earnings  pro- 

f i l e s  of workers a s  a whole. I n  a s e t  of i n t e r i n d u s t r y  wage change 

r e g r e s s i o n s  over  t h e  per iod  1970-82, B e l l  and Freeman (1987) f i n d  a 

h i g h l y  s i g n i f i c a n t  dampening e f f e c t  of the  l e v e l  and change i n  the  per- 

c en t age  of women workers over  t h e  per iod ,  bu t  a n o n s i g n i f i c a n t  

(dampening) e f f e c t  of the  change i n  t he  percentage of young workers (wi th  

a c o e f f i c i e n t  ha l f  the  s i z e  of t h a t  on the  change i n  t he  percen tage  of 

women workers).  

But t he  i nc r ea sed  l abo r  f o r c e  p a r t i c i p a t i o n  of wives i n c r e a s e s  t he  

f requency of two-earner f a m i l i e s .  Has t h i s  s i n c e  1973 had the  e f f e c t  on 

fami ly  incomes of d e p l e t i n g  t h e  middle c l a s s  by l i f t i n g  upper-middle- 

c l a s s  family  incomes i n t o  dua 1-earner ,  high- income fami l i e s  o r  of 



augmenting t h e  middle  c l a s s  by having a  second e a r n e r  a s  n e c e s s a r y  to  

p r e v e n t  a  lower-middle-c lass  f ami ly  s l i p p i n g  i n t o  a  lower-income c l a s s  

because  of t h e  e r o d i n g  of i n d i v i d u a l  workers '  incomes? Blackburn and 

Bloom (1985) a r g u e  t h a t  t h e  upper-income c l a s s  has undoubtedly b e n e f i t e d  

from t h e  i n c r e a s e  i n  two-earner f a m i l i e s .  Whereas i n  1969 on ly  14 pe r -  

c e n t  of m u l t i - e a r n e r  f a m i l i e s  were i n  the  upper-income c l a s s ,  by 1983 t h e  

p r o p o r t i o n  had r i s e n  t o  26 pe rcen t .  However, Danziger  (1980) and Betson 

and  van d e r  Gaag (1984) conclude,  on t h e  b a s i s  of a comparison of a c t u a l  

incomes of married-coup l e  f a m i l i e s  w i t h  s i m u l a t e d  incomes o b t a i n e d  by 

s e t t i n g  t h e  wives '  e a r n i n g s  t o  z e r o ,  t h a t  t h e  a d v e n t  of working wives  has 

had a  s l i g h t l y  e q u a l i z i n g  e f f e c t  on marr ied-couple  f a m i l y  income 

i n e q u a l i t y .  The l a t t e r  e f f e c t  a p p e a r s  to  s l i g h t l y  dominate t h e  former.  

When a l l  f a m i l i e s  a r e  i n c l u d e d  i n  t h e  a n a l y s i s ,  r a t h e r  than j u s t  married- 

c o u p l e  f a m i l i e s ,  Blackburn and Bloom (1987a) f i n d  a  s i m i l a r  b u t  weaker 

e q u a l i z i n g  e f f e c t  o v e r a l l  t h a t  may even have become n e u t r a l  i n  r e c e n t  

y e a r s .  On t h e  o t h e r  hand, Bradbury (1986) f i n d s ,  a g a i n  on the  b a s i s  of 

s h i f  t - s h a r e  a n a l y s i s ,  t h a t  t h e  i n c r e a s e d  p a r t i c i p a t i o n  r a t e  of wives 

between 1973 and 1984 markedly i n c r e a s e d  t h e  s i z e  of t h e  middle  c l a s s ,  

a l m o s t  t o  a n  e x t e n t  t o  o f f  s e t  the  d e p r e s s i n g  e f f e c t  of t h e  r i s e  i n  

s i n g l e - p a r e n t  f a m i l i e s .  S i n c e  t h e  r i s i n g  l a b o r  f o r c e  p a r t i c i p a t i o n  r a t e  

o f  women i s  expected t o  c o n t i n u e ,  t h i s  should  h e l p  so£ t e n  any f u r t h e r  

e r o s i o n  i n  the  p o s i t i o n  of t h e  middle c l a s s .  But, t o  t h e  e x t e n t  t h a t  t h e  

p a r t i c i p a t i o n  r a t e  of women c a n n o t  keep r i s i n g  i n d e f i n i t e l y  a t  t h e  

c u r r e n t  r a t e  u n t i l  i t  approaches  t h a t  of men and i t s  e q u a l i z i n g  e f f e c t  

may be becoming a t t e n u a t e d ,  i t s  r o l e  i n  so£ t e n i n g  any f u r t h e r  middle- 

c l a s s  e r o s i o n  may i t s e l f  a t t e n u a t e .  



A s  a separa te  though r e l a t ed  i ssue ,  one may quest ion whether 

increased e a r l y  re t i rement  ( i . e . ,  before age 65) ,  p r inc ipa l ly  on the 

p a r t  of men, a l s o  has had a d i s t r i b u t i o n a l  e f f e c t .  I f  those who r e t i r e  

e a r l y  a re  l a rge ly  i n  the upper middle c l a s s  of the d i s t r i b u t i o n  where 

p r i v a t e  pensions o r  heal thy ear ly- re t i rement  incent ives  may occur, the 

expected e f f e c t  would be t o  reduce mean incomes, p a r t i c u l a r l y  i n  the 

middle-class region of the d i s t r ibu t ion .  This  author,  however, is 

unaware of any formal inves t iga t ion  of t h i s  i s sue  o r  evidence on the 

r e l a t i v e  importance of such an e f f e c t .  

Two s tud ie s  which consider  a range of demographic e f f e c t s  on o v e r a l l  

i nequa l i ty  a r e  Bradbury (1986) and T i l l y ,  Bluestone, and Harr ison (1987). 

Af t e r  ad jus t ing  indiv idual ly  f o r  the major f a c t o r s  considered above, 

Bradbury concludes t h a t  "demographic changes a r e  n o t  responsible  f o r  the 

bulk of the 1973-84 dec l ine  i n  the s i z e  of the middle c l a s s  or  i n  median 

family income" (p. 52 ) .  She f i n d s  decreasing proport ions of f ami l i e s  

with middle-class incomes i n  v i r t u a l l y  a l l  demographic groups, and 

concludes t h a t  " t h i s  study e l iminates  demographic change from the l i s t  of 

major causes of the dec l ine  of the middle c lass"  (p. 53).  S imi lar ly ,  on 

the  bas i s  of a s e r i e s  of variance decompositions of indiv idual  wage and 

s a l a r y  incomes f o r  the years  1978 and 1984, T i l l y ,  Bluestone, and 

Harr ison (1987) f i n d  tha t  "demographic changes in  the workforce account 

f o r  e s s e n t i a l l y  none of the growth i n  wage and sa l a ry  inequal i ty .  That 

is ,  a 1  1 of the changes i n  inequal i ty  took place wi th in  race,  age, and 

gender groups" (p. 3 ) .  They i n t e r p r e t  t h e i r  r e s u l t s  a s  i nd ica t ing  t h a t  

i t  i s  e s s e n t i a l l y  demand-side changes i n  the labor market t h a t  have 

d r iven  increased wage and s a l a r y  inequal i ty  over t h i s  period. Both 



s t u d i e s  lack d e s i r a b l e  c o n t r o l s ,  and r e s u l t s  a r e  based on s e r i e s  of uni-  

v a r i a  t e  adjustments .  Nonetheless ,  they s t r ong ly  suggest  t h a t  o t h e r  fac -  

t o r s  a r e  l i k e l y  a t  work, and observed i n e q u a l i t y  changes cannot  be 

d i smissed  a s  s o l e l y  demographic i n  o r i g in .  But, be fore  s h i f t i n g  t o  

demand-side exp l ana t i ons ,  one f u r t h e r  f a c t o r  should be i nves t i ga t ed .  

Falling Share of Labor Market Income 

The major component of family  income is wages and s a l a r i e s ,  and i t  is  

a l s o  much more equa l l y  d i s t r i b u t e d  than c a p i t a l  income and i t s  va r i ous  

components. But i n  r e c e n t  y e a r s ,  t h i s  income sha r e  has  been dec l in ing .  

The f i g u r e s  i n  Table  4  show t h a t  ( a d j u s t e d )  l a b o r ' s  sha r e  i n  n a t i o n a l  

income f e l l  from 82.2 p e r c e n t  t o  77.5 p e r c e n t  over  t he  per iod  1970-84 

wh i l e  ( a d j u s t e d )  p rope r ty '  s s h a r e  r o se  correspondingly.  The l a r g e s t  com- 

ponent  r i s e  among proper ty  income sou rce s  was i n t e r e s t  income, which has  

been r i s i n g  s t e a d i l y ,  from 1.8 p e r c e n t  i n  1955 t o  5.1 p e r c e n t  i n  1970 t o  

9.6 p e r c e n t  i n  1984. S ince  p rope r ty  o r  c a p i t a l  income is h igh ly  un- 

e q u a l l y  d i s t r i b u t e d  among f a m i l i e s  i n  the  economy, t he  expected e f f e c t  of 

t h i s  s h i f t  i n  income s h a r e s  would be t o  i n c r e a s e  t h e  income s h a r e  of 

upper -c lass  f a m i l i e s  and reduce t h e  income sha r e  of t he  middle c l a s s .  

I n v e s t i g a t i o n  of the  r e l a t i v e  importance of t h i s  source  of d i s t r i b u t i o n a l  

change, however, has  n o t  appeared i n  the  l i t e r a t u r e ,  to  t h e  a u t h o r ' s  

awareness.  One could,  perhaps,  update t h e  work of Mirer (1973) on the  

d i s a g g r e g a t i v e  d i s t r i b u t i o n a l  e f f e c t s  of such s h i f t s  i n  income sha r e s  t o  

t a c k l e  t h i s  i s sue .  I t  i s  a l s o  n o t  c l e a r  y e t  whether the  d e c l i n e  i n  

l a b o r ' s  s h a r e  w i l l  con t inue  o r  r eve r s e  i t s e l f  .7 



Table 4 

P e r c e n t a g e  S h a r e s  o f  N a t i o n a l  Income, United S t a t e s  1970-1984 

Employee Ad j u s  t e d  Net Rent + Prof i t  Adjusted 
Compensation Labor Sharea  I n t e r e s t  + I n t e r e s t  P r o p e r t y  Sharea 

Source:  S t a t i s t i c a l  A b s t r a c t  of the  Uni ted S t a t e s ,  1984, T a b l e  745; Survey of 
C u r r e n t  Business ,  Oct. 1985, Tab le  1.11. F i g u r e s  i n c l u d e  s t o c k  
a p p r e c i a t i o n  and c a p i t a l  consumption adjus tments .  

a ~ h e  a d j u s t e d  s h a r e s  a r e  c a l c u l a t e d  by d i v i d i n g  up self-employment income 
(which f e l l  from 8.2% t o  5.2% o v e r  the pe r iod)  between labor  and p roper ty  
income i n  p r o p o r t i o n  t o  the  economywide s h a r e s  of l abor  and p r o p e r t y  ( i n  an  
approxima t e  r a t i o  of 4- to-1) .  



IV. DEWAND-SIDE EXPLANATIONS 

The p r i n c i p a l  demand-side e x p l a n a t i o n s  f o r  d i s t r i b u t i o n a l  changes,  

p a r t i c u l a r l y  s i n c e  t h e  1980-82 r e c e s s i o n ,  have been t h e  s e v e r e  business-  

c y c l e  f l u c t u a t i o n s  and t h e  p e r s i s t e n t  high unemployment t h a t  fo l lowed,  

and  t h e  s o - c a l l e d  deindus  tr i a l i z a  t i o n  hypo t h e s i s .  We proceed t o  examine 

b o t h  of these.  

5.  T r a d i t i o n a l  B u s i n e s r - C y c l e  E f f e c t s  

A c o n s i d e r a b l e  body of l i t e r a t u r e  has  developed, s i n c e  t h e  " t r i c k l i n g  

down" d e b a t e  of the  m i d - s i x t i e s ,  on t h e  d i s t r i b u t i o n a l  e f f e c t  of 

macroeconomic f l u c t u a t i o n s .  Theore t i c a l  and e m p i r i c a l  c o n t r i b u t i o n s  a r e  

reviewed i n  Beach (1988). Perhaps  the  most s u c c i n c t  e m p i r i c a l  r e s u l t s  on 

t h e  c y c l i c a l  f l u c t u a t i o n s  of family  income s h a r e s  f o r  t h e  Uni ted  S t a t e s  

a r e  by B l i n d e r  and Esak i  (1978) ,  updated by Blank and B l i n d e r  (1986). 

The l a t t e r  run  OLS r e g r e s s i o n s  over  t h e  pe r iod  1948-83, i n  which t h e  

dependent  v a r i a b l e s  a r e  t h e  s e t  of q u i n t i l e  income s h a r e s  and t h e  

r e g r e s s o r s  i n c l u d e  a p o t e n t i a l  q u a d r a t i c  i n  the  (prime-age male) 

unemployment r a t e ,  t h e  r a t e  of i n f l a t i o n  (of the  C P I ) ,  and a lagged 

dependent  v a r i a b l e .  Both B l i n d e r  and Esak i  (1978) and Blank and B l i n d e r  

(1986) f i n d  t h a t  "high unemployment has  s i g n i f i c a n t  and s y s t e m a t i c a l l y  

r e g r e s s i v e  e f f e c t s  on t h e  d i s t r i b u t i o n  of income: t h e  poore r  t h e  group, 

t h e  worse i t  f a r e s  when unemployment r i s e s "  (Bl inder  and Esak i ,  1978, p. 

13) .  The lowest  two q u i n t i l e s  l o s e  o u t  s i g n i f i c a n t l y ,  the  t h i r d  and 

f o u r t h  q u i n t i l e s  exper ience  n e g l i g i b l e  e f f e c t s ,  and the  top q u i n t i l e  

r e c e i v e s  the  p r i n c i p a l  g a i n  (Table  5 ) .  The r e s u l t  of t h e  r i s i n g  

unemployment o v e r  t h e  decade 1973-83 h a s  thus  been to widen the  degree  of 

i n e q u a l i t y  i n  the  d i s t r i b u t i o n  of fami ly  income. Blackburn and Bloom 



Table 5 

S teady-S ta t e  E f f e c t s  of Unemployment on Family Q u i n t i  l e  
Income Shares :  Uni ted S t a t e s ,  1948-83 

( s t a n d a r d  e r r o r s  i n  p a r e n t h e s e s )  

Reeress ion  C o e f f i c i e n t s  

Unemployment Unemployment S teady-S t a  t e  E f f e c t  of One- 
Squared P o i n t  R ise  i n  Unemployment 

Bottom Q u i n t i  l e  - . lo0 
( .023) 

2nd Q u i n t i l e  -.238 .019 
( .050) (.005) 

3 r d  Q u i n t i l e  -.033 
( .016) 

4 t h  Q u i n t i  l e  .030 
(.016) 

Top Q u i n t i l e  .198 
(.046) 

Source:  Blank and B l i n d e r  (1986).  



(1987a) a l s o  f i n d ,  j u s t  from i n s p e c t i o n  of the  p ropor t ion  of f a m i l i e s  i n  

d i f f e r e n t  income-class groupings  from y e a r  t o  yea r ,  t h a t  t h e  p ropo r t i on  

of f a m i l i e s  f a l l i n g  i n  t he  lowest  income c l a s s  v a r i e s  s t r ong ly  counter-  

c y c l i c a l l y .  A t  the top end of the d i s t r i b u t i o n ,  however, no c l e a r  c y c l i -  

c a l  p a t t e r n  appears  ev iden t ;  t h e r e  is only a  s teady  upward trend. 

When account  i s  taken of ( i )  t h e  d i f f e r e n t i a l  unemployment exper ience  

o f  d i f f e r e n t  types  of household heads, ( i i )  what happens t o  work and 

ea rn ings  r e c e i p t s  of secondary workers w i th in  the  fami ly ,  and ( i i i )  how 

income t r a n s f e r s  he lp  supplement reduced family  ea rn ings  i n  response t o  a  

r i s e  i n  the  aggrega te  unemployment r a t e ,  Gramlich (1974) u s e s  long i tud i -  

n a l  PSID d a t a  over  1967-72 t o  e s t i m a t e  the  r e s u l t i n g  r educ t i on  i n  fami ly  

incomes. Tab le  6 from Gramlich (1974) shows the  percentage reduc t ion  i n  

fami ly  incomes f o r  t h r e e  family  types--those w i th  a  whi te  male head, 

b l ack  male head, and female head--and t h r ee  income groups. Once aga in ,  

lower- income fami l i e s  exper ience  a  r e l a t i v e l y  l a r g e r  r educ t i on  i n  income 

from h i g h e r  unemployment r a t e s .  But a l s o ,  f a m i l i e s  headed by black males 

f a c e  a  much g r e a t e r  exposure t o  income l o s s e s  than those headed by whi te  

males,  and both e f f e c t s  a r e  much g r e a t e r  than t h a t  f o r  f a m i l i e s  w i th  a  

female  head. S i m i l a r  r e s u l t s  a r e  a l s o  found more r e c e n t l y  by Blank 

(1985).  While t r a n s f e r  payments s e r v e  t o  cushion t h e  ea rn ings  d e c l i n e  of 

low- income and fema le-headed f a m i l i e s ,  they have a  r e l a t i v e l y  weaker 

cush ion ing  e f f e c t  f o r  higher-  income ma le-headed f ami l i e s .  Updated 

r e s u l t s  a r e  provided i n  Gramlich and Laren  (1984). 

Once aga in ,  however, t he r e  i s  no c l e a r  a n a l y s i s  of o r  r e s u l t s  on the  

r e l a t i v e  importance of t he  t r a d i t i o n a l  bus iness -cyc le  e f f e c t  i n  t he  

d i s t r i b u t i o n a l  changes of the  p a s t  f i f t e e n  years.  By i t s  very n a t u r e ,  



Table 6 

Percentage Change i n  Family Income Caused by a One-Percentage-Point 
Increase  in  the Unemployment Rate 

Not Accounting For Accounting f o r  Response 
Transfer  Payments of Transfer  Payments 

White Male Black Male Female White Male Black Male Female 
Head Head Head Head Head Head 

Family Income 
a t  Poverty 
L i ne  2.9 3.9 1.0 2.0 2.5 0.4 

Family Income 
Three Times 
P o v e r t y L i n e  1.4 2.0 0 .8 1.2 1.7 0.5 

Family Income 
Five  Times 
P o v e r t y L i n e  0.9 1.3 0.5 0.8 1.1 0.4 

Average 1.1 2.7 0.9 0.9 2.1 0.5 

Source: Gramlich (1974). 



t h i s  e f f e c t  i s  n o t  long run. One would expec t  i t  t o  have played a major 

r o l e  du r ing  t h e  s t r o n g  1980-82 r ece s s ion  and s h o r t l y  t h e r e a f t e r  a s  

unemployment r a t e s  remained high. But t h e  d i s  t r i b u  t i ona  1 t r ends  t h a t  

Levy h i g h l i g h t s  were a l r e a d y  on t h e  way before  t he  r ece s s ion  and a r e  con- 

t i n u i n g  apace even i n  r e c e n t  y e a r s  when the  unemployment r a t e  has s i g n i -  

f i c a n t l y  dropped from i t s  1982-83 peak. Ana lys i s  of t he  d e t a i l e d  

d i s t r i b u t i o n a l  burden of t he  1980-82 r ece s s ion  would c l e a r l y  be of 

i n t e r e s t .  But i t  would l i k e l y  show t h i s  e f f e c t  t o  be only one c o n t r i -  

b u t i n g  f a c t o r  t o  t he  longer-run p a t t e r n  of d i s t r i b u t i o n a l  changes under 

inqu i ry .  

Indeed,  Summers (1986) has  drawn a t t e n t i o n  t o  the  changed n a t u r e  of 

unemployment over  t h e  p a s t  f i f t e e n  y e a r s ,  and p a r t i c u l a r l y  s i n c e  1978. 

He reviews evidence t o  show t h a t ,  between 1978 and 1985, unemployment 

i nc r ea sed  r e l a t i v e l y  much more markedly among prime-aged males than among 

o t h e r  demographic groups,  and among marr ied and formerly  marr ied men. 

"The amount of unemployment a t t r i b u t a b l e  t o  t eenagers  has dec l i ned ,  . . . 
and the  bulk of the  i n c r e a s e  i n  unemployment i n  r e c e n t  yea r s  is a t t r i b u -  

t a b l e  t o  men aged twenty and above" (p. 351) and is t he  r e s u l t  of job 

l o s s  r e s u l t i n g  i n  a s i g n i f i c a n t  i n c r e a s e  i n  long-term unemployment. "In 

f a c t ,  the  i n c r e a s e s  i n  unemployment have been r e l a t i v e l y  g r e a t e s t  f o r  

mature men w i t h  dependents. And they have r e s u l t e d  p r i m a r i l y  from job 

l o s s  and i n c r e a s e s  i n  d u r a t i o n  of unemployment" (p. 355).  The evidence 

s u g g e s t s ,  Summers s p e c u l a t e s ,  s t r u c t u r a l  changes t h a t  have s h i f t e d  

employment from high- t o  low-wage s e c t o r s .  I t  is a long  t h i s  l i n e  of 

i n q u i r y  t h a t  t he  so - ca l l ed  deindus t r i a l i z a  t i o n  deba te  i s  pursued. 



6. The Deindus tr ial iza tion Hypo thesis 

The de indus  t r i a l i z a  t i o n  hypo t h e s i s  was t h e  f i r s t  and perhaps  b e s t  

known among s e v e r a l  hypotheses  concern ing  t h e  d i s t r i b u t i o n a l  e f f e c t s  of 

i n d u s t r i a l  r e s t r u c t u r i n g .  The h y p o t h e s i s  is s t r o n g l y  forwarded i n  t h e  

work of B lues tone  and H a r r i s o n  (1982, 1986) ,  Har r i son ,  T i l l y ,  and 

Blues  tone (1986) ,  and T i l l y  , Blues  tone,  and H a r r i s o n  (1987) , has been 

p icked  up by numerous o t h e r s  (e.g. ,  Mishe l ,  1986) ,  and se rved  a s  t h e  

b a s i s  f o r  a  s p e c i a l  i s s u e  on t h e  " s t r u c t u r a l i s t  debate"  i n  I n d u s t r i a l  

R e l a t i o n s  ( S p r i n g  1986) .  The b a s i c  i d e a  is  t h a t ,  s i n c e  t h e  l a t e  19608, 

employment i n  t r a d i  t i o n a  1 manufactur ing i n d u s t r i e s  ( p a r t i c u l a r l y  d u r a b l e  

goods manufactur ing)  h a s  d e c l i n e d  a s  manufactured impor t s  i n c r e a s e  and a s  

goods-producing f i r m s  s e e k  t o  reduce c o s t s  by d i r e c t  inves tment  abroad,  

f o r e i g n  "ou t sourc ing , "  s t r e a m l i n i n g ,  and automat ion,  w h i l e  new low-wage 

j o b s  opening up have been p r i m a r i l y  i n  t h e  s e r v i c e  i n d u s t r i e s .  The con- 

c e r n  is t h a t  t h i s  t r e n d  has a c c e l e r a t e d  w i t h  t h e  s e v e r e  1980-82 r e c e s s i o n  

and  t h e  h i g h  U.S. d o l l a r  on world markets.  S i n c e  wages i n  manufactur ing 

g e n e r a l l y  have a  h i g h e r  mean and lower degree  of d i s p e r s i o n ,  whereas 

wages i n  t h e  s e r v i c e  s e c t o r  tend t o  have a  lower mean and g r e a t e r  degree  

o f  d i s p e r s i o n  (Blackburn and Bloom, 1986b; Levy, 1987,  p. 9 6 ) ,  t h e  r e s u l t  

of  such  d i sp lacement  of l a b o r  is  t o  g e n e r a t e  g r e a t e r  e a r n i n g s  i n e q u a l i t y ,  

i n c r e a s e d  r e l a t i v e  employment i n  lower-paying jobs ,  and a  r e d u c t i o n  i n  

t r a d i t i o n a l  middle- and upper-middle-c lass  jobs.8 I f  t h i s  e f f e c t  is n o t  

p r i m a r i l y  c y c l i c a l  b u t  is a  long- term t r e n d ,  then i t  sugges ts a  con- 

t i n u i n g  p a t t e r n  of i n c r e a s e d  d i s p e r s i o n  and reduced midd le -c lass  incomes 

f o r  t h e  f u t u r e .  



Note, immediately, t h a t  t h e  focus  of the  d i s c u s s i o n  has s h i f t e d  away 

from the  family  u n i t  t o  the  d i s t r i b u t i o n  among i nd iv idua l s .  The 

d i s c u s s i o n  has  a l s o  s h i f t e d  away from income i n  gene ra l  t o  e a rn ings  o r  

wages and s a l a r i e s .  These read jus tments  of focus  a c t u a l l y  r a i s e  a whole 

new s e t  of concep tua l  and da t a  i s s u e s  and a s s o c i a t e d  l i t e r a t u r e  on what 

ha s  been happening t o  the  d i s t r i b u t i o n  of ea rn ings  o r  wages and s a l a r i e s  

among i n d i v i d u a l  workers. The r eade r  may f i n d  a h e l p f u l  c r i t i c a l  guide 

through t h i s  l i t e r a t u r e  i n  Blackburn and Bloom (1987b). The f i r s t  i s s u e  

t o  cons ide r  here  i s  what has been happening t o  the  d i s t r i b u t i o n  of earn- 

i ngs  among workers. T i l l y ,  Blues tone,  and Ha r r i son  (1987),  looking a t  

t h e  va r i ance  of the  log  ( a n  i n e q u a l i t y  measure t h a t  is r e l a t i v e l y  sen- 

s i t i v e  t o  changes a t  the  lower end of a d i s t r i b u t i o n )  of annual  wage and 

s a l a r y  income among a l l  e a r n e r s  form the  March CPS f i l e s ,  f i n d  evidence 

of  a marked U-turn i n  i n e q u a l i t y ,  w i th  a broad d e c l i n e  over  1963-75, a 

t rough  dur ing  t he  per iod  1975-78, and then a sharp  r i s e  over  1978-84. 

Blackburn and Bloom (1987b) review t h e  evidence from a number of s t u d i e s  

t h a t  use  o t h e r  i n e q u a l i t y  measures and a l s o  break down the  popula t ion  

i n t o  male and female workers and i n t o  fu l l - t ime ,  year-round workers. 

They conclude t e n t a t i v e l y  t h a t  

The weight  of t he  ev idence  [seems] . . . t o  sugges t  a n  i nc r ea se  i n  
male e a rn ings  i n e q u a l i t y  and a decrease  i n  female ea rn ings  i n e q u a l i t y  
ove r  t h e  y e a r s  1967-1975. I t  a l s o  appea r s  t h a t  male e a rn ings  ine- 
q u a l i t y  i nc r ea sed  from 1975 t o  1983, wh i l e  the  r e s u l t s  f o r  females  
and a l l  e a r n e r s  do n o t  s t r o n g l y  suppo r t  any conc lus ion  (p. 22) .  

I n  t h e i r  own emp i r i c a l  work based on t he  March CPS f i l e s  f o r  1968-86 w i th  

l e s s  r e s t r i c t i v e  measures of i n e q u a l i t y ,  Blackburn and Bloom (1987b) f i n d  

t h a t  e a rn ings  i n e q u a l i t y  f o r  men (bo th  f u l l -  time, year-round and a l l  



workers)  i n c r e a s e d  over  the  pe r iod ,  whereas it d i d  n o t  change s i g n i f i -  

c a n t l y  f o r  women who were f u l l -  t ime, year-round workers,  and a c t u a l l y  

f e l l  among a l l  women workers. Across a l l  workers, e a r n i n g s  i n e q u a l i t y  

does n o t  appear  t o  have changed s i g n i f i c a n t l y  s i n c e  t h e  l a t e  19609.9 

The second i s s u e  t o  c o n s i d e r  i s  the  e x t e n t  t o  which t h e s e  i n e q u a l i t y  

changes i n  i n d i v i d u a l  e a r n i n g s  a r e  t h e  r e s u l t  of i n d u s t r i a l  s h i f t s .  

T i l l y ,  Bluestone,  and H a r r i s o n  (1987) perform an  a n a l y s i s  of v a r i a n c e  

decomposi t ion of t h e  d i f f e r e n c e  i n  t h e  v a r i a n c e  of log of annual  wage 

s a l a r y  income among a l l  i n d i v i d u a l  workers between the  two y e a r s  1978 and 

1 9 8 4 . ~ 0  They f i n d  t h a t  a b o u t  two-thi rds  of i n c r e a s e d  i n e q u a l i t y  over  the  

p e r i o d  i s  due t o  g r e a t e r  d i s p e r s i o n  i n  hour ly  wage r a t e s ,  and t h a t  22 

p e r c e n t  of the  r i s e  i n  annua l  wage and s a l a r y  i n e q u a l i t y  is  due t o  

i n t e r i n d u s t r y  s h i f t s  i n  employment. Blackburn and Bloom (1987b),  a l s o  

employing a v a r i a n c e  decomposit ion of the  mean log  d e v i a t i o n  of annual 

e a r n i n g s  among a l l  f u l l -  t ime, year-round workers,  f i n d  t h a t  40 p e r c e n t  of 

t h e  i n e q u a l i t y  change between 1967 and 1984 was due t o  i n t e r i n d u s t r y  

employment s h i f t s .  The i n e q u a l i t y  change on which t h i s  i s  computed, 

however, i s  an  i n s i g n i f i c a n t  amount, s o  t h a t  the  f i g u r e  is  t e n t a t i v e  a t  

b e s t .  They conclude t h a t  

A 1  though high- i n e q u a l i t y  i n d u s t r i e s  i n c r e a s e d  t h e i r  s h a r e  of t o t a l  
employment from 1967 t o  1984, t h i s  change can  only  account  f o r  a 
s m a l l  f r a c t i o n  of t h e  smal l  i n c r e a s e  i n  ea rn ings  i n e q u a l i t y  over  
t h o s e  y e a r s .  Thus, our  r e s u l t s  provide l i t t l e  s u p p o r t  f o r  e i t h e r  
p a r t  of the  compound hypothes i s  t h a t  e a r n i n g s  i n e q u a l i t y  has  
i n c r e a s e d  and t h a t  t h e  i n c r e a s e  was p r i m a r i l y  t h e  r e s u l t  of s e c t o r a l  
s h i f t  i n  t h e  U.S. economy (p .  36).  

A t h i r d  i s s u e  is  t h a t ,  whatever employment s h i f t s  have occurred 

between i n d u s t r i e s ,  t h e r e  have a l s o  occur red  s i g n i f i c a n t  i n e q u a l i t y  



i n c r e a s e s  w i t h i n  i n d u s t r i e s  a s  we l l .  Blackburn and Bloom (1987 b) f i n d  

t h a t  a G i n i  index  of w i t h i n - i n d u s t r y  i n e q u a l i t y  of e a r n i n g s  among f u l l -  

t ime,  year-round workers  i n c r e a s e d  f o r  bo th  manufactur ing and 

" t r a d i t i o n a l  s e r v i c e s "  s e c t o r s  between 1967 and 1984. T i l l y ,  Blues  tone,  

and H a r r i s o n  (1987) e s t i m a t e  t h a t  78 p e r c e n t  of i n e q u a l i t y  change i n  wage 

a n d  s a l a r y  income among a l l  workers  is  due to w i t h i n - i n d u s t r y  i n e q u a l i t y  

i n c r e a s e s  and a l l  b u t  one i n d u s t r y  o u t  of f o u r t e e n  between 1978 and 1984 

showed a n  i n c r e a s e  i n  i t s  va r iance .  S i m i l a r l y ,  Levy (1987) a l s o  remarks 

t h a t  " t h e  problem was n o t  t h a t  male workers  s h i f t e d  t o  s e r v i c e s :  r a t h e r ,  

e a r n i n g s  i n e q u a l i t y  among f u l l - t i m e  workers grew i n  b o t h  t h e  goods- and 

t h e  se rv ice -p roduc ing  s e c t o r s "  (p.  97) .  C o n s i s t e n t  ev idence  i s  a l s o  

found i n  Lawrence (1984) ,  McMahon and T s c h e t t e r  (1986),  and B e l l  and 

Freeman (1987).  

Conclus ions  w i t h  r e s p e c t  t o  t h e s e  i s s u e s  a r e  s t i l l  t e n t a t i v e .  

However, i t  does a p p e a r  t h a t ,  f i r s t ,  on t h e  b a s i s  of household survey 

d a t a ,  ev idence  f o r  a markedly i n c r e a s i n g  t r e n d  i n  e a r n i n g s  i n e q u a l i t y  

a c r o s s  f u l l -  t ime workers i s  n o t  r o b u s t ,  though t h e r e  does  a p p e a r  t o  be an 

upward t r e n d  i n  e a r n i n g s  d i s p e r s i o n  f o r  men. Second, on ly  a r e l a t i v e l y  

s m a l l  f r a c t i o n  o f  such i n e q u a l i t y  t r e n d s  appear  t o  be a t t r i b u t a b l e  t o  

i n t e r i n d u s t r y  employment s h i f t s  and the  i n c r e a s e d  employment of s e r v i c e  

workers.  T h i r d ,  i n c r e a s e s  i n  w i  t h in - indus  t r y  e a r n i n g s  d i s p e r s i o n  a p p e a r  

t o  have a much more dominant e f f e c t  and t o  be p e r v a s i v e  a c r o s s  a broad 

r a n g e  of i n d u s t r i e s ,  i n c l u d i n g  bo th  manufactur ing and s e r v i c e s .  A l l  i n  

a l l ,  t h e  ev idence  does n o t  a p p e a r  v e r y  s u p p o r t i v e  of t h e  d e i n d u s t r i a l -  

i z a t i o n  h y p o t h e s i s  a s  a major s o u r c e  of d i s t r i b u t i o n a l  change,  and i s  

s u g g e s t i v e  of more p e r v a s i v e  forms of s t r u c t u r a  1 a d j u s  t m e n t l l  and changes 

i n  o r g a n i z a t i o n a l  s t r u c t u r e  and work p a t  t e r n s .  



~huraw'  r Trade-Based Indas trial S h i f t  Hypothenis 

A more s o p h i s t i c a t e d  v e r s i o n  of the  d e i n d u s t r i a l i z a t i o n  hypothes i s  

h a s  been provided by Thurow (1985, 1986, 1987). Using inpu t -ou tpu t  tech- 

n iques ,  he d i v i d e s  U.S. i n d u s t r i e s  i n t o  those t h a t  a r e  expo r t i ng  o r  

import-compe t i n g  and t h e  r e s t .  He then  f i n d s  t h a t  t h e  d i s t r i b u t i o n s  of 

e a rn ings  among i n d i v i d u a l  workers i n  expor t ing  and p a r t i c u l a r l y  import- 

competing s e c t o r s  have both h ighe r  median ea rn ings  l e v e l s  and lower 

d i s p e r s i o n  than  t he  r e s t  of t he  economy grouped toge ther .  He concludes:  

The meaning of t h e s e  s t a t i s t i c s  is  t h a t  when expo r t s  f a l l  and imports 
r i s e  t o  c r e a t e  a  t r a d e  d e f i c i t ,  t h e  d i s t r i b u t i o n  of e a rn ings  moves 
toward i nequa l i t y .  Jobs  a r e  l o s t  i n  bo th  expo r t i ng  and import- 
competing i n d u s t r i e s  and a r e  rep laced  by jobs  wi th  lower, more un- 
equa l  e a rn ings  i n  t h e  r e s t  of the  economy. This  f a c t o r  is p r i n c i p a l  
r e a son  f o r  t h e  observed d e c l i n e  i n  ea rn ings  of males (1987, p. 34) .  

A d e c l i n i n g  U.S. d o l l a r  and the  p ro spec t  of reduced f o r e i g n - t r a d e  d e f i -  

c i t s  over t he  nex t  few yea r s  would sugges t  t h a t  t h i s  e f f e c t ,  whi le  

p o s s i b l y  of s i g n i f i c a n c e  over  r e c e n t  yea r s  w i th  t h e  l a r g e  t r a d e  d e f i c i t ,  

i s  l e s s  l i k e l y  to  p e r s i s t  i n  t h e  f u t u r e  than some of t h e  o t h e r  con- 

s i d e r a t i o n s .  

Th i s  hypothes i s  l e aves  a  number of ques t ions  unanswered and r a i s e s  

s e v e r a l  i s s u e s  one would wish t o  t e s t .  F i r s t ,  why should t he r e  be a  

s m a l l e r  degree of d i s p e r s i o n  i n  expo r t i ng  and import-competing i n d u s t r i e s  

than  e lsewhere  i n  t h e  economy? Thurow (1985) makes r e f e r ence  t o  t h e  fac-  

t o r  p r i c e  e q u a l i z a t i o n  theorem, b u t  r e a d i l y  po in t s  o u t  t h a t  t h e r e  a r e  

comp lex i t i e s  i n  app ly ing  i t  t o  t h i s  s i t u a t i o n .  One would a l s o  wish t o  

t e s t  t h e  l i m i t s  of  t h i s  hypothes i s  w i t h  da t a  from a range of d i f f e r e n t  

c o u n t r i e s .  Second, i t  is n o t  a t  a l l  c l e a r  exac t l y  which i n d u s t r i e s  f a l l  



i n t o  each of the  t h r e e  c a t e g o r i e s  o r  what the  c r i t e r i o n  is f o r  a l l o c a t i n g  

t h e  i n d u s t r i e s  i n t o  c a t ego r i e s .  Th i rd ,  the  ea rn ings  d i s t r i b u t i o n s  c i t e d  

f o r  t h e  t h r e e  c a t e g o r i e s  do n o t  appear  t o  c o n t r o l  f o r  gender,  degree of 

un ion i za t i on ,  o r  i nc idence  of pa r t -  time work a c t i v i t y .  Consequently,  one 

would wish t o  t e s t  f u r t h e r  whether the  sma l l e r  d i s p e r s i o n  i n  t h e  

e x p o r t i n g  and import-competing i n d u s t r i e s  could be due t o  g r e a t e r  

u n i o n i z a t i o n ,  fewer women workers,  fewer pa r t -  time workers,  o r  even more 

homogeneously aged workers. Fourth ,  the  t iming of the  e f f e c t  is  o f f .  

Thurow a s s o c i a t e s  t h i s  e f f e c t  w i th  t he  adven t  of t he  l a r g e  U.S. t r a d e  

d e f i c i t s  i n  r e c e n t  y e a r s ,  whereas we have seen t h a t  e a rn ings  i n e q u a l i t y  

i n c r e a s e s  among men d a t e  back a t  l e a s t  t o  t h e  e a r l y  1970s. While t he  

t rade-based i n d u s t r i a l  s h i f t  hypo t h e s i s  may have con t r i bu t ed  i n  r e c e n t  

y e a r s  t o  a  broader  ongoing process  of s t r u c t u r a l  adjustment  among 

i n d u s t r i e s ,  i t  does  n o t  appear  t o  be t h e  whole s to ry .  

8.  Indus tr ia l  Relocation Hypothesis 

An a l t e r n a t i v e  hypothes i s  t h a t  could be o f f e r e d  on the  b a s i s  of the  

work of C randa l l  (1986) i s  t h a t  U.S. i n d u s t r y ,  and p a r t i c u l a r l y  manufac- 

t u r i n g ,  i s  s h i f t i n g  away from the  t r a d i t i o n a l  heavy manufactur ing r eg ions  

o f  t he  Nor thea s t  and Midwest t o  new l o c a t i o n s  i n  t he  South and West. The 

manufactur ing s e c t o r  is  n o t  dying,  s i n c e  i ts  ou tpu t  s h a r e  of GNP has  

remained r e l a t i v e l y  s t a b l e  s i n c e  t h e  l a t e  1940s. But i t  is d r ama t i ca l l y  

s h i f t i n g  l o c a t i o n  t o  r eg ions  t h a t  o f f e r  fas ter-growing markets ,  P a c i f i c  

and sou thern  p o r t  a c c e s s ,  lower wage and energy c o s t s ,  lower t ax  r a t e s ,  

and a lower degree of un ion i za t i on  r e s u l t i n g  i n  more f l e x i b i l i t y  i n  

manning r u l e s .  C randa l l  (1986) p r e s e n t s  evidence t h a t ,  be tween 1967 and 



1982, manufac tu r ing  employment i n  New England, Mid-Atlan t i c ,  and Eas t 

Nor th  C e n t r a l  r e g i o n s  d e c l i n e d  by between 4  and 26 p e r c e n t ;  w h i l e  i n  the  

West Sou th  C e n t r a l ,  Mountain, and P a c i f i c  r e g i o n s ,  i t  r o s e  by between 24 

and 87 pe rcen t .  "It is  no e x a g g e r a t i o n  t o  say t h a t  the  problems of U.S. 

manufac tu r ing  a r e  g e n e r a l l y  problems of Northeas  t e r n  and Midwes t e r n  

e s t a b l i s h m e n t s  and t h e  communities t h a t  they suppor t .  Elsewhere ,  t h e  

manufac tu r ing  s e c t o r  h a s  n o t  on ly  f a i l e d  t o  d e c l i n e ,  b u t  i t  has grown 

r a t h e r  r a p i d l y "   randal all, 1986,  pp. 122-3). 

The d i s t r i b u t i o n a l  i m p l i c a t i o n s  of  t h i s  s h i f t  a r e  p o t e n t i a l l y  

s u b s t a n t i a l ,  b u t  have y e t  t o  be worked o u t  i n  t h e  l i t e r a t u r e .  Employment 

s h i f t s  t o  r e g i o n s  w i t h  lower mean wages and g r e a t e r  degree  of  wage 

d i s p e r s i o n  such a s  t h e  South  would be expec ted  t o  have r e s u l t s  that have 

been reviewed under i tem ( 6 )  above and would go towards e x p l a i n i n g  

i n c r e a s e d  i n  t r a -  i n d u s  t r y  wage d i s p e r s i o n s  a c r o s s  a  broad range of 

i n d u s t r i e s .  The accompanying s h i f t  toward a  lower degree  of u n i o n i z a t i o n  

would a l s o  have t h e  e f f e c t  o f  lowering mean wages and widening s k i l l  d i f -  

f e r e n t i a l s  and thus  wage d i s p e r s i o n .  Empi r i ca l  e v a l u a t i o n  of these  

d i s  t r i b u t i o n a  1 e f f e c t s  remains  t o  be undertaken.  S i n c e  t h i s  r e g i o n a l  

m i g r a t i o n  of  i n d u s t r y  i s  l i k e l y  t o  c o n t i n u e  s o  long a s  the  c o s t  advan- 

t a g e s  p e r s i s t ,  one would e x p e c t  t h e s e  e f f e c t s  a l s o  t o  c o n t i n u e  a s  a  long- 

r u n  t r end .  

9 .  Increased Part-Time Uork Hypothesis 

I t  should  n o t  be s u r p r i s i n g  t h a t  t h e  degree  of i n e q u a l i t y  among f u l l -  

t ime workers  i s  c o n s i d e r a b l y  l e s s  than t h a t  among f u l l - t i m e  and p a r t - t i m e  

workers  combined. Blackburn and Bloom (1987b) a l s o  found t h a t  changes i n  



i n e q u a l i t y  ( s e p a r a t e l y  f o r  men and women) appeared g e n e r a l l y  l e s s  s i g n i f -  

i c a n t  f o r  f u l l -  t ime, year-round workers than f o r  a l l  workers. An 

i n c r e a s e  i n  the  degree  of p a r t -  time work i n  t h e  economy, p a r t i c u l a r l y  i n  

p e r i o d s  of r e c e s s i o n ,  would thus  have the  e f f e c t  of r educ ing  mean earn-  

i n g s  ( t o  t h e  e x t e n t  t h e  p a r t -  time jobs  do n o t  go t o  m u l t i p l e - j o b  h o l d e r s )  

and ,  once a g a i n ,  i n c r e a s i n g  d i s p e r s i o n  of ea rn ings  among workers.  

Between 1973 and 1982, t h e  p r o p o r t i o n  of workers on par t - t ime  work sched- 

u l e s  (on  the  b a s i s  of CPS d a t a )  i n c r e a s e d  from 17.0 p e r c e n t  to  20.5 per-  

c e n t  (McMahon and T s c h e t t e r ,  1986).  By 1985, i t  had moved back t o  19.0 

pe rcen t .  

C l e a r l y ,  p a r t -  time and p a r t - y e a r  work a c t i v i t y  r e f l e c t  both  demand- 

and supp ly-s ide  behavior.  More you ths  and women who would n o t  o t h e r w i s e  

be i n  t h e  l a b o r  market  may be seek ing  work wi th  more f l e x i b l e  hours.  The 

a d d i t i o n a l - w o r k e r  e f f e c t  may induce wives t o  e n t e r  the  l a b o r  market f o r  

p a r t - t i m e  o r  temporary employment when t h e i r  husbands l o s e  work. Older  

workers  may e a s e  i n  t o  r e t i r e m e n t  through p a r t -  time work arrangements  and 

self-employment a c t i v i t i e s .  On t h e  o t h e r  hand, more p a r t -  time o r  tem- 

p o r a r y  jobs  may be c r e a t e d  by f i r m s  by a s h i f t  toward i n c r e a s e d  out-  

s ourc ing  and s u b c o n t r a c t i n g  t o  reduce ongoing l a b o r  commi tments , t o  avoid  

e x t r a  l a b o r  c o s t s  such a s  f r i n g e  b e n e f i t s ,  and perhaps  t o  escape l a b o r  

union r e s  t r i c t i o n s .  Be tween 1973, 1982, and 1985, v o l u n t a r y  p a r t -  time 

employment i s  e s t i m a t e d  ( a g a i n  from CPS d a t a )  t o  have changed r e l a t i v e l y  

l i t t l e - - f r o m  14.0 p e r c e n t  t o  14.3 p e r c e n t  and then down t o  13.8 p e r c e n t .  

Employment t h a t  is p a r t -  t ime " fo r  economic reasons ,  " however, m a n i f e s t s  

v e r y  s i g n i f i c a n t  f l u c t u a t i o n s  over  the  same per iod ,  from 3.0 p e r c e n t ,  up 

t o  6.2 p e r c e n t ,  and then back somewhat t o  5.2 p e r c e n t  ( ~ c ~ a h o n  and 



T s c h e t t e r ,  1986).12 E v i d e n t l y ,  " involuntary"  pa r t - t ime  employment has 

shown a d ramat ic  i n c r e a s e  i n  the  1980s. 

Evidence on t h e  r e l a t i v e  importance of the  hours-worked e f f e c t  can be  

found i n  T i l l y ,  Bluestone,  and H a r r i s o n  (1987). Using a v a r i a n c e  decom- 

p o s i t i o n  of t h e  l o g  of annua l  wages and s a l a r i e s ,  they e s t i m a t e  t h a t  be- 

tween 1978 and 1984, 42 p e r c e n t  of the  i n c r e a s e  i n  i n e q u a l i t y  of annua l  

wage and s a l a r y  income is due t o  the  combined e f f e c t  of a h i g h e r  propor- 

t i o n  of p a r t -  time workers13 and lower average  annua l  wages of p a r t -  time 

workers  r e l a t i v e  to  o t h e r s .  A s i m i l a r  decomposit ion by weeks worked per  

f i n d s  t h a t  t h i s  dimension c o n t r i b u t e s  l i t t l e  t o  the  i n e q u a l i t y  

change. Thus i n c r e a s e d  p a r t -  time, b u t  n o t  pa r  t -year ,  work exper ience  

a p p e a r s  t o  be a s i g n i f i c a n t  de te rminan t  of i n c r e a s e d  wage and s a l a r y  ine- 

q u a l i t y  i n  t h e  1980s. Indeed Levy (1987, p. 9 5 )  a r g u e s  t h a t  i t  is d i f -  

f e r e n c e s  i n  t h e  f requency and r o l e  of p a r t - t i m e  work a c t i v i t y  t h a t  

e s s e n t i a l l y  accounts  f o r  the  d i s t r i b u t i o n a l  e f f e c t s  of the s h i f t  i n  

employment from manufac t u r i n g  t o  t h e  s e r v i c e  s e c t o r  i n  r e c e n t  years .  

T i l l y ,  B lues tone ,  and H a r r i s o n  (1987) a l s o  examine t h e  r e a s o n s  f o r  

i n c r e a s e d  p a r t -  time work a c t i v i t y .  Using t h e i r  d e f i n i t i o n  of p a r t -  time 

t h e  hours  u s u a l l y  worked p e r  week i n  t h e  p rev ious  c a l e n d a r  y e a r ,  they 

f i n d  from the  March CPS d a t a  t h a t  40 p e r c e n t  of workers who r e f l e c t e d  t h e  

n e t  i n c r e a s e s  i n  p a r t -  time work between 1978 and 1984 s t a t e d  t h a t  they 

were working p a r t -  time " fo r  economic reasons.  " l5  They conclude t h a t  a 

s u b s t a n t i a l  p a r t  of the  i n c r e a s e  i n  p a r t -  time work a c t i v i t y  is d r i v e n  by 

t h e  demand s i d e .  These r e s u l t s  a r e  c l e a r l y  t e n t a t i v e ,  because of the  

p a u c i t y  of c o n t r o l s ,  t h e  u s e  of only two end-point  y e a r s  of d a t a ,  and 

r e l i a n c e  on a l o g  v a r i a n c e  i n e q u a l i t y  measure. But they do s u g g e s t  t h a t ,  



t o  t h e  e x t e n t  t h a t  such  i n c r e a s e s  i n  p a r t - t i m e  work a c t i v i t y  a r e  c y c l i -  

c a l ,  t h i s  s o u r c e  of c o n t r i b u t i o n  t o  i n e q u a l i t y  i n c r e a s e s  i n  t h e  1980s  

would be expec ted  t o  a t t e n u a t e  a s  t h e  c u r r e n t  expansion con t inues .  

V. CONCLUDING REMARKS 

We have reviewed t h e  major e v i d e n c e  on t h e  r i s i n g  degree  of income 

i n e q u a l i t y  and t h e  d e c l i n i n g  middle  c l a s s ,  and examined n i n e  hypotheses  

i n  t h e  l i t e r a t u r e  t h a t  c l a im t o  e x p l a i n ,  a t  l e a s t  i n  p a r t ,  t h e s e  changes  

i n  i n e q u a l i t y .  Of t h e  n i n e  hypotheses ,  f o u r  appear  t o  have s i g n i f i c a n t  

impact. Among t h e  supp ly -s ide  hypo t h e s e s ,  i t  a p p e a r s  t h a t  changing 

f a m i l y  composi t ion and p a r t i c u l a r l y  more s i n g l e - p a r e n t ,  female-headed 

households  is having a n  i m p o r t a n t  e f f e c t  on reduc ing  t h e  middle  c l a s s  and 

i n c r e a s i n g  t h e  number of low-income fami ly  u n i t s .  T h i s  e f f e c t  appears  

t o  dominate t h e  baby boom e f f e c t ,  which is  now c o n t r i b u t i n g  t o  growth of 

t h e  midd le  c l a s s  and a n  i n c r e a s e  i n  l a b o r  market  involvement of mar r i ed  

women, which on n e t  may have c l o s e  t o  a  n e u t r a l  d i s t r i b u t i o n a l  e f f e c t .  

On t h e  demand s i d e ,  s e v e r a l  major  i n t e r a c t i n g  e f f e c t s  appear  t o  be a t  

work. The d i s t r i b u t i o n a l  e x p e r i e n c e  of t h e  1980s  h a s  been s e v e r e l y  

marked by t h e  major r e c e s s i o n  and subsequent  l a b o r  market  ad jus tments  

t h a t  augmented o r  a c c e l e r a t e d  s e v e r a l  u n d e r l y i n g  s t r u c t u r a l  t r e n d s .  The 

drama t i c  d e g r e e  of i n d u s t r i a l  r e l o c a t i o n  from t h e  N o r t h e a s t  and Midwest 

t o  t h e  S o u t h  and West a p p e a r s  t o  have b roader  and more s i g n i f i c a n t  

d i s t r i b u t i o n a l  impacts  than t h o s e  of t h e  de indus  t r i a l i z a t i o n  hypotheses  

t h a t  have drawn p u b l i c  a t t e n t i o n .  The i n c r e a s e d  importance  of p a r t - t i m e  

work s c h e d u l e s  i n  t h e  19808, p a r t i c u l a r l y  among men who f i n d  themselves  

i n  p a r t -  time work i n v o l u n t a r i l y  and would p r e f e r  f u l l -  t ime work, a l s o  



a p p e a r s  t o  have had s i g n i f i c a n t  d i s t r i b u t i o n a l  impacts.  The l a t t e r  t h r e e  

e f f e c t s  (5 ,  8 ,  and 9 )  may be hard t o  d i s e n t a n g l e  f u l l y .  

Are t h e  c u r r e n t  i n e q u a l i t y  t r ends  t r a n s i t o r y  o r  l i k e l y  t o  c a r r y  on 

f o r  some t ime? The p a t t e r n s  of changing family  composit ion and 

i n d u s t r i a l  r e l o c a t i o n  a p p e a r  t o  be c a r r y i n g  on apace ,  s o  t h a t  t h e s e  

s t i m u l i  f o r  widening income i n e q u a l i t y  a r e  expected to  cont inue.  

However, t h e  b u s i n e s s  c y c l e  and p a r t -  time work e f f e c t s  should  h e l p  a t  ten- 

u a t e  t h e  widening i n e q u a l i t y  s o  long a s  the  c u r r e n t  c y c l i c a l  expansion 

con t inues .  But i f  the  U.S. economy s l i p s  i n t o  r e c e s s i o n ,  these  e f f e c t s  

would l i k e l y  s t a r t  r e i n f o r c i n g  t h e  t r e n d  towards grea  t e r  i n e q u a l i t y .  The 

o u t l o o k  then,  a t  l e a s t  f o r  t h e  n e a r  term, appears  n o t  o p t i m i s t i c  f o r  a  

r e v e r s a l  of t h e  c u r r e n t  t r ends .  



l ~ h e s e  broad t r e n d s  appear  t o  ho ld  up a f t e r  a d j u s t i n g  f o r  t a x e s  p a i d  

and nonmoney income r e c e i v e d  (Levy, App. D ) ,  a l t h o u g h  a f t e r  such a d j u s t -  

ments  t h e  1984 f a m i l y  income d i s t r i b u t i o n  a p p e a r s  s l i g h t l y  more e q u a l  

t h a n  i n  1949. 

2 ~ o r  a more e x t e n s i v e  d i s c u s s i o n  of d e f i n i t i o n a l  and c o n c e p t u a l  

i s s u e s ,  s e e  Blackburn and Bloom (1985, 1987a and b) and Bradbury (1986).  

30n f u r t h e r  i n t e r n a t i o n a l  comparisons,  s e e  B u r t l e s s  (1987).  

' ~ o t e ,  however, t h a t  s i n c e  wages have g e n e r a l l y  n o t  k e p t  pace w i t h  

i n f l a t i o n  s i n c e  1973 ( t h e  y e a r  r e a l  incomes peaked) ,  t h e  c o n s t r u c t i o n  of 

t h e  c u t o f f  p o i n t s  means t h a t  more and more jobs a r e  brought  i n t o  t h e  low- 

wage category.  

5 ~ o v e r n m e n t  p o l i c y  changes over  r e c e n t  pe r iods  and t h e i r  l i k e l y  

d i s t r i b u t i o n a l  e f f e c t s  a r e  n o t  examined i n  t h e  space  of t h i s  review. 

6 ~ h o u g h  t h e  d e p r e s s i n g  e f f e c t  of l a r g e  c o h o r t  s i z e s  on t h e s e  c o h o r t s '  

own r e l a t i v e  e a r n i n g s  may c o n t i n u e ,  perhaps g r a d u a l l y  a t t e n u a t e d ,  

th roughout  t h e i r  c a r e e r s .  

7 ~ h i s  i s  f u r t h e r  compl ica ted  by ev idence  of a beginning r i s e  i n  t h e  

s h a r e  of self-employment income (Blau ,  1987; B o r j a s  , 1987).  

8 ~ e v y ,  i n  h i s  book, a l s o  a r g u e s  t h a t  manufactur ing j o b s  a r e  b e n e f i -  

c i a l  because of t h e  we l l -pay ing  j o b  o p p o r t u n i t i e s  they p r o v i d e  t o  l e s s  

e d u c a t e d  l a b o r  and because of t h e  i n t e r d e p e n d e n c i e s  of goods p r o d u c t i o n  

w i t h  accompanying s e r v i c e  jobs  (1987,  p. 8 8 ) .  

wage d a t a  from e s t a b l i s h m e n t  s o u r c e s ,  r a t h e r  than from 

household  su rvey  s o u r c e s ,  however, B e l l  and Freeman (1987) p r e s e n t  ev i -  

dence t h a t  d i s p e r s i o n  i n  wages and compensation ( a s  measured by t h e  log 



v a r i a n c e )  a c r o s s  a l l  workers  has  r i s e n  p e r s i s t e n t l y  s i n c e  around 1970 t o  

1985. 

l 0 ~ h e y  a rgue  t h a t  t h e s e  two y e a r s  occupy s i m i l a r  expans ionary  p e r i o d s  

i n  t h e  b u s i n e s s  c y c l e ,  and hence go some way towards c o n t r o l l i n g  f o r  

c y c l i c a l  e f f e c t s .  

l l ~ o r  example, i n c r e a s e d  c o n t r a c t i n g  o u t  f o r  goods and s e r v i e s ,  par-  

t i c u l a r l y  i n  wake of t h e  1980-82 r e c e s s i o n  (McMahon and T s c h e t t e r ,  1986,  

p. 2 6 ) .  

1 2 ~  g e n e r a l l y  s i m i l a r  p a t t e r n  can  be found i n  Bureau of Labor 

S t a t i s t i c s  data a s  w e l l .  See  Mishel  (1986) ,  T a b l e  3 ,  p. 20. 

1 3 ~ e f i n e d  a s  l e s s  than 30 hours  u s u a l l y  worked p e r  week. 

1 4 ~ h a t  is ,  p a r t - y e a r  workers  ( l e s s  than 50 weeks) vs. f u l l - y e a r  

workers  (50-52 weeks).  

1 5 ~ a s e d  on t h e  BLS d e f i n i t i o n  f o r  pa r t - t ime  work ( l e s s  than 35 hours  

worked i n  t h e  p rev ious  week), and on BLS d a t a ,  t h e  cor respond ing  f i g u r e  

they  f i n d  t o  be 78 p e r c e n t .  Indeed t h e s e  d a t a  a r e  t h e  b a s i s  of such 

remarks i n  the  p u b l i c  p r e s s  t h a t  "between 1979 and 1985, p a r t - t i m e  jobs  

grew twice  a s  f a s t  a s  f u l l - t i m e  jobs,  accoun t ing  f o r  n e a r l y  30 p e r c e n t  of 

t o t a l  n e t  employment growth" (Blues tone  and H a r r i s o n ,  1987) .  
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