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A3 glrhe AEo] g 4% YIrks Folth.
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A}it: Carola Frydman and Raven Saks (2010), Figure 1
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HE A & 9 AUtk Sl e A B E A QAN B AEg H UG GRS
o] W= M= AY HE 202 FokA e AS & & ok AYd F[M
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0] 71249 o]ela} Bgteitkiz ALAle) et Ql4lo] REFE AU
A WA MR A7lE AL FFRARFAR dixse v=e 7IdEselA F
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Abstract

What Brought the Advent of the New Gilded Age
in the United States

Joon Koo Lee

The inequality in the distribution of income in the U.S. has increased continuously
during the past three decades. The rapid pace of the progress of polarization has
prompted some people to talk about the advent of the new gilded age. It is interesting
to note that the long-run trend of equalization lasting almost for four decades
suddenly reversed to the trend of increasing inequality around the end of the 1970s.

It is not only in the U.S. that one can observe the trend of increasing inequality,
although the degree is much milder in other countries. Economists have come up
with such theories as the economics of superstar, skill-biased technological change
hypothesis and globalization hypothesis to explain factors that make the distribution
of income more unequal in modern economies. But these theories cannot explain the
unique characteristics of increasing inequality in the U.S. satisfactorily.

To understand the recent trend of increasing inequality in the U.S. properly, it
is necessary to figure out why the share of top income earners has increased so
rapidly. The majority of top income earners are business executives and it is true
that their earnings have increased disproportionately since the end of the 1970s. It is
probable that firms decide voluntarily to pay their top executive hefty sums of money
because they believe that it is in their interest to do it. But some argue that business
executives manage to raise their own salaries by using their influence on the board of
directors.

A large part of the other feature of polarization in the U. S., that is, the radical
decrease in the share of low income class can be explained by the change in

institutions. Around the end of the 1970s, the institutional structure which was
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somewhat favorable toward more equal distribution began to be replaced by the one
which had the potential of making income distribution less equal.

Moreover, the change in political atmosphere which was characterized by increas-
ing influence of conservatism is thought to be closely related to increasing inequality.
Such a change in political atmosphere led to the strengthening of the characteristics
of winner-take-all economy by deregulation on the one hand, and the further impov-

erishing of low income class by freezing minimum wages on the other hand.

Keywords: New gilded age, Skill-biased technological change, Globalization,

Managerial power, Washington consensus, Political conservatism






