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Inequality: the top 1% ...

Recent works (Piketty, Saez, Zucman) on the top (1% or .1%) of the 
income distribution (‘r > g’)
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38 

Figure 1: Top 1% shares of national income 
Notes: Adjustments used to estimate Auten-Splinter pre-tax and after-tax income are listed in 

Tables 1and 2 and described in detail in the online appendix. 

Sources: Authors’ calculations, and Piketty, Saez, and Zucman (2018, PSZ in figure). 
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Inequality: the top 1% ...

Recent works (Piketty, Saez, Zucman) on the top (1% or .1%) of 
the income distribution 
Recently challenged (Auten and Splinter) ...
... but obvious downside: discussion concentrated on the �Top 1%�
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Inequality: the remaining 99%

Increasing inequality since the 80s in many countries (but not in
France)

Di¤erent scenarios:

Global increase in income for all (China) ...
... vs. stagnation for the bottom half of the distribution (US)
... although a clear reversal over the last decade

Key role played by Human Capital

De�nition: �Human capital consists of the knowledge, skills, and health
that people invest in and accumulate throughout their lives, enabling
them to realize their potential as productive members of society�
(World Bank)
Education ... but not only
Plays a key role for growth as well as inequality
HC as an investment (Becker 1967!)
The family as a crucial contributor
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Inequality and HC: some facts

Facts 1: From the �glorious three�to the 80s di¤raction

Facts 2: Human Capital and inequality

Facts 3: Human Capital, urbanization and growth

Facts 4: Human Capital: demand, supply and gender

Facts 5: Family investments into Human Capital
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(b) Females

Figure 3: Selected Percentiles of Lifetime Income, by Cohort and Gender (Guvenen et al. 2017)

experienced losses in lifetime income over this time period while women experienced large
gains, there has been a narrowing of the lifetime earnings gap.

Comparing the median income of males and females from Figure 1, we see that the
difference between the median male and female lifetime earnings has narrowed over time,
from the 1957 cohort in which the median female’s earnings were 37% of the earnings of the
median male, to the 1983 cohort in which the median female’s earnings were almost 60%
of the earnings of the median male. We see similar trends comparing other points of the
gender-specific distributions over these cohorts. These comparisons can be seen in Figure
3. However, given that women started from such low levels of lifetime income (for example,
almost 95% of females in the 1957 cohort earned less in lifetime income than the median
male), gains in female lifetime income across cohorts largely serve to shore up the bottom
of the distribution.

Using the CPI rather than the PCE to convert nominal incomes to 2013 dollars paints
an even bleaker picture of lifetime income growth for the population as a whole. Figure 4
displays median lifetime income for each cohort using the two deflators. Whereas deflating
with the PCE results in median lifetime income rising until around the 1967 cohort and
remaining flat thereafter, deflating with the CPI results in median lifetime income being

17



Facts 2: Human Capital and inequality

The college premium
Social mobility

Life expectancy

Children development
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Earnings Premium Over Time 
Skeptics of the value of a college education often argue erroneously that the payoff is declining. 
Comparisons over time involve all of the complexities cited above, plus questions about the 
appropriate time periods to examine and about how to interpret year-to-year changes. 

As figure 4 illustrates, median 2012 earnings of men and women ages 25 to 34 with a 
bachelor’s degree or higher working full time were, respectively, 70 and 82 percent higher than 
median earnings of their high school graduate counterparts. Twenty years earlier, the earnings 
differentials were just under 60 percent for both genders. 

The growth in the earnings premium between 1992 and 2012 occurred while the percentage 
of adults in this age range with no education beyond high school fell from 57 percent to 43 
percent, and the percentage of those with at least a bachelor’s degree increased from 21 percent to
31 percent (US Census Bureau 2013a). All else equal, the increase in the supply of college 
graduates relative to high school graduates should have caused the gap between college and high 
school earnings to narrow. Its increase indicates that that increasing demand for college-educated
workers outstripped the increase in their supply (Goldin and Katz 2008). 

Focusing on the most recent decade sheds light on how people can tell different stories with 
the same data because, as Figure 5 indicates, the earnings premium has been fluctuating. Among 
men, the gap increased from 66 percent in 2002 to 70 percent in 2012, but the smallest gap was 
61 percent in 2010 and the largest was 74 percent in 2008. Among women, the gap increased 
from 71 percent in 2002 to a high of 82 percent in 2012, but the smallest gap was 67 percent in 
2004. 

The data on earnings differentials over time are complicated. Choosing a different start date 
can make the story look different. The earnings premium has risen more for all men and all 
women than for those working full time. Despite these complicating factors, the data are 
consistent in showing that the earnings benefits of college graduates are secure. 

Figure 4. Median Earnings of Full-Time Year-Round Workers Ages 25–34 with at Least a Bachelor’s 
Degree Relative to High School Graduates, 1972–2012, Selected Years 

Gender and year 

Sources: NCES 2004, table 14-1; US Census Bureau (1995–2010, 2011b–2012, and 2013d); Baum 2014. 
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FIGURE 7A: COLLEGE WAGE PREMIUMS IN THE UNITED STATES, BY SEX 
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Source: See Figure 2. 

 

 
FIGURE 7B: BACHELOR’S DEGREE AND ADVANCED DEGREE WAGE PREMIUMS 

IN THE UNITED STATES, BY SEX 
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College Graduate and High School Graduate Wage Premiums: 1915 to 2005 
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Sources and Notes:  “THE RACE BETWEEN EDUCATION AND TECHNOLOGY: THE EVOLUTION OF U.S. 
EDUCATIONAL WAGE DIFFERENTIALS, 1890 TO 2005”, Claudia Goldin & Lawrence F. Katz, NBER 
Working Paper 12984,  http://www.nber.org/papers/w12984
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Life expectancy in the United States falls behind other rich countries 

Life expectancy at birth 

84 

82 

80 

78 

76 

74 

2015 

72 

1980 1985 1990 1995 2000 2005 2010 

Source: Anne Case and Angus Deaton, Princeton University  

2020 





0
5

0
1

0
0

1
5

0
0

5
0

1
0

0
1

5
0

0
5

0
1

0
0

1
5

0

1990 2000 2010 2020 1990 2000 2010 2020

1990 2000 2010 2020 1990 2000 2010 2020

25-29 30-34 35-39 40-44

45-49 50-54 55-59 60-64

65-69 70-74

less than BA BA or more

d
e
a
th

s
 p

e
r 

1
0
0
,0

0
0

year

Drug alcohol and suicide mortality, white non-Hispanics 1992-2017

Case and Deaton, Deaths of Despair and the Future of Capitalism, 2020



Facts 2: Human Capital and inequality

The college premium

Social mobility

Life expectancy

Children development

Chiappori (Columbia University) Inequalities and Human Capital March 2024 13 / 25



such changes as alterations in neurogenesis, synaptogenesis and

neuronal morphology could all be driving volumetric changes (for

review, see Ref. [72]). In future research, we also aim to employ

higher resolution MRI methods in order to more precisely

quantify areas implicated by previous research such as the

hippocampus, specific portions of the frontal lobe, or smaller

brain structures involves with language functions (e.g., Broca’s and

Wernicke’s areas). Additional use of novel MRI methods, such as

diffusion tensor imaging would also be beneficial, as initial

investigations have found aspects of white matter integrity are

related to SES [73].

This sample was economically diverse: children came from

families with incomes significantly below the federal poverty level

(FPL) as well as from families with incomes over 400% of the FPL.

Figure 2. This figure shows total gray matter volume for group by age. Age in months is shown on the horizontal axis, spanning from 5 to
37 months. Total gray matter volume is shown on the vertical axis. The blue line shows children from Low SES households; children from Mid SES
households are shown in red. The green line shows children from High SES households.
doi:10.1371/journal.pone.0080954.g002

Figure 3. This figure shows frontal lobe gray matter volumes for group by age. Age in months is shown on the horizontal axis, spanning
from 5 to 37 months. Total gray matter volume is shown on the vertical axis. The blue line shows children from Low SES households; children from
Mid SES households are shown in red. The green line shows children from High SES households.
doi:10.1371/journal.pone.0080954.g003

Poverty Affects Human Infant Brain Growth

PLOS ONE | www.plosone.org 6 December 2013 | Volume 8 | Issue 12 | e80954
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in the 1970s, and no significant relationship 
since then. Incomes are converging, but this 
is not because people are moving dispropor-
tionately to high wage areas. 

Does the phenomenon of income conver-
gence suggest that current income differ-
ences are only temporary? Figure 2 shows 
the 0.77 correlation between the logarithm 
of income per capita in 1970 and income 
per capita in 2000.3 There has been some 

3 This correlation is substantially lower if 1960 rather 
than 1970 is used as the initial point. The very high 
degrees of income convergence over the 1960s make that 
decade somewhat unusual over the past forty years. 

convergence since 1970 but, over thirty years, 
rich places have stayed rich and poor places 
have stayed poor. This continuing income 
disparity has motivated urban economists to 
think about a spatial equilibrium where dif-
ferences in per capita income and prices can 
persist for many decades. 

2.1 The Spatial Equilibrium

The methods employed by urban and 
growth economists differ along one major 
dimension. Cross-national work rarely, if 
ever, assumes that welfare levels are equal-
ized across space. After all, one goal of 
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Figure 1. Productivity and City Size

Notes: Units of observation are Metropolitan Statistical Areas under the 2006 definitions. Population is from 
the Census, as described in the Data Appendix. Gross Metropolitan Product is from the Bureau of Economic 
Analysis.

The regression line is log GMP per capita = 0.13 [0.01] × log population + 8.8 [0.1].
R2 = 0.25 and N = 363.

Source: Glaeser and Gottlieb, `The Wealth of Cities', Journal of Economic Literature 2009, 47:4, 983–1028
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12/3/2019 Opinion | Red and Blue Voters Live in Different Economies - The New York Times

https://www.nytimes.com/2019/09/25/opinion/trump-economy.html 2/6

Let’s start with a paper Brookings released on Sept. 19, “America has two economies — and they’re diverging fast,” by Mark
Muro, a senior fellow, and Jacob Whiton, a research analyst, which lays the groundwork for a more detailed analysis of
concerns that help drive voters’ support for Trump.

Muro and Whiton compare a broad range of economic indicators that reflect conditions in all 435 House districts at two
different junctures: in 2008 and after the midterm elections, in 2018. Over that period, the number of Republican-held
districts grew from 179 to 200 and the number of Democratic-held districts fell from 256 to 235.

Muro and Whiton report that not only have red and blue America experienced “two different economies, but those
economies are diverging fast. In fact, radical change is transforming the two parties’ economies in real time.”

The accompanying graphic demonstrates the divergence between red and blue America.

While Blue Districts Rise, the Red Stagnate
How economic output and income for Democratic and Republican House districts
diverged over the last decade.

G.D.P. PER DISTRICT

In billions.

MEDIAN HOUSEHOLD INCOME PER DISTRICT

48.5 +36% 61,000 +13%
$55,000

$35.7
53,000 –4%

Democratic 54,000

Republican

33.3 32.6 –2%

2008 20082018 2018
Source: Brookings

https://www.brookings.edu/blog/the-avenue/2019/09/10/america-has-two-economies-and-theyre-diverging-fast/
https://www.brookings.edu/experts/mark-muro/
https://www.brookings.edu/author/jacob-whiton/
https://www.politico.com/election-results/2018/house/
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Facts 4: Human Capital: Demand
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Facts 4: Human Capital: Demand (Autor 2014)
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Motivation: demand for higher education

In the US:
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Worldwide:
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The US: ... 2010-2022
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A few stylized facts

1 Women are now more educated than men; + strong preference for
homogamy, particularly at the top

2 General decline of marriages, mostly at the bottom
3 Educated parents invest more into their children�s HC, and that
investment is more e¢ cient

4 HC production: after early childhood, factors tend to become
complementary

5 Towards an �inequality spiral�?
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on the probability of getting married for women, but not for men. This gender dif-
ference has largely disappeared in recent cohorts: college-plus women now marry 
as much as college graduates, and much more than high school-educated women.

Figures 4 and 5 describe marital patterns by education. They show that 
college-educated men are now much less likely to “marry down” (about 25 per-
cent, against 50 percent for men born in the early 1940s). The pattern for women 
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Notes: Figure displays mean parent time spent with children per week by parent marital status and education. The 
source includes several waves of the American Heritage Time Use Survey. For details, see online Appendix D.
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details, see online Appendix D.
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parents, they might respond by working more and substituting market investments 
for time investments. However, the next section provides evidence that parent–child 
time also increased more among higher-resource families over this period.

Trends in Parental Time with Children.—We now consider how parents’ time 
with children has evolved over our sample period. Parent time is widely viewed as 
a crucial input in the production of a child’s human capital—see, e.g., the seminal 
contributions of Leibowitz (1974a) and Leibowitz (1977), the review by Haveman 
and Wolfe (1995), and more recent work by Del Boca, Flinn, and Wiswall (2014). 
In addition, Aguiar and Hurst (2007) and Guryan, Hurst, and Kearney (2008) have 
shown that parent time with children increased in recent decades. Ramey and Ramey 
(2010) show that the gap in time with children between college and noncollege par-
ents has grown over time. Relative to the existing literature, the main contribution 
of this section is to document the growing divergence in time with children between 
single- and dual-parent households.

As with child expenditures, the PSID only began collecting data on parent time 
with children in 1997. We therefore analyze time data from the American Heritage 
Time Use Study (AHTUS) (Fisher et al. 1930–2012), which was harmonized by 
IPUMS to enable comparison across survey waves and includes American Time Use 
Survey (ATUS) data since 2003. We take the “child care” variable constructed in 
IPUMS as our baseline measure of parental time investment in children. This mea-
sure includes time caring for infants (generally defined in AHTUS as children under 

Notes: Figure shows mean family expenditures by family type in the 1973 and 2003 waves of the CEX. For details, 
see online Appendix D.
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A few stylized facts

1 Women are now more educated than men; + strong preference for
homogamy, particularly at the top

2 General decline of marriages, mostly at the bottom
3 Educated parents invest more into their children�s HC, and that
investment is more e¢ cient

4 HC production: after early childhood, factors tend to become
complementary
! Towards an �inequality spiral�?

Educated parents intermarry, invest into their children
Complementarity: at each stage of the HC accumulation process,
investment are more pro�table for children who started at a higher level
(�dynamic complementarity�)
! inequalities of opportunity stronger at each generation
Note that: e¢ cient
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marriage to categorize the number of parents and to weighting households by
number of children.10

C. College Attainment Trends by Family Background

Figure 3Figure 3 displays college completion and attendance rates by family background 
from 1995 to 2015. Years correspond to the year children turn 28, which is when 
we measure attainment. For each bar we plot the five-year average centered around 
that year. Online Appendix A.3 replicates this analysis separately by gender; we find 
similar qualitative patterns for males and females, though the trends are quantita-
tively larger for females.

Figure  2, panel A displays college completion rates by family type, uncondi-
tional on attendance. Completion trends differed strongly by family background. 
Completion grew most, 11 percentage points, among children from 2H families; it 
grew slightly less, 8 percentage points, among 2L families and much less, 2 percent-
age points, among 1L families. Figure 2, panel B displays college attendance rates. 
Attendance grew most among children from 1L and 2L families: by 7 percentage 
points and 16 percentage points, respectively. Attendance grew least, by only 2 per-
centage points, among children from 2H families.

Together, Figure  2, panels A and B show that completion grew five times as 
much as attendance for 2H children but only about half as much as attendance for

10 We can also categorize children in single-parent households according to the parent’s gender. In the CPS, only 
1.1 percent of children under 18 in 1968 lived with a single father; this share increased to 4.8 percent by 2005. We 
find very similar patterns in our PSID sample. Given that the vast majority of single parents are mothers, we do not 
pursue this distinction.

Figure 3. Trends in College Completion and Attendance by Family Background

Notes: Bars plot college attainment shares at age 28 by the type of family that the child grew up in: a sin-
gle parent with no college degree (1L), two parents with no college degree (2L), or two parents with at least 
one college degree between them (2H). 1H children are excluded due to small sample size. The year cor-
responds to the year individuals turned 28; we plot a five-year moving average centered around year  
t  ∈ {1995, 2005, 2015}. College attendance corresponds to at least 13 years of education. College completion 
corresponds to at least 16 years of education. See text for details.

Source: PSID 
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Early intervention

Intuition: investing early (before complementarities kick in), on
selected (disadvantaged) sub-populations, is both fair and e¢ cient
Substantial amount of research on various early childhood
interventions:

The Perry pre-school experiment in the US (3-5 year olds; pre-school
and home-visiting. Successful in improving labor market attachment
and lowering crime - Heckman et al., 2013).
The Abecedarian program in the US (1972 - 111 children from low
income families - successful in improving educational outcomes and
long term health - Campbell, G Conti, JJ Heckman, et al., 2014).
In developing countries (The Jamaica study, India, Latin America,...)

These programs have demonstrated the potential of early
interventions to produce sustained outcomes for children from
disadvantaged backgrounds.
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�The highest rate of return in early childhood development
comes from investing as early as possible, from birth through age
�ve, in disadvantaged families. Starting at age three or four is
too little too late, as it fails to recognize that skills beget skills in
a complementary and dynamic way. E¤orts should focus on the
�rst years for the greatest e¢ ciency and e¤ectiveness. The best
investment is in quality early childhood development from birth
to �ve for disadvantaged children and their families.�

James J. Heckman, December 7, 2012
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