
The American Dream 
Fraying of the Folklore 

Presenter
Presentation Notes
The 30 year trend of growing inequality in the US and in CA is profound and is 
detrimental to a functioning and healthy economy as well as to our democracy.
The Folklore that must be understood in terms of reality and this talk will do just that.

Horatio Algiers stories are alive and well in the U.S. NO. Mobility in US less than most think & less than in Canada and many European countries. Where you start in life is a strong determinant of where you end up.

The Free Market determines policy. NO. Policies are not determined by the free market! a 15% flat tax on K-gains is a policy bought by the wealth…it didn’t come from on high from some free mkt, pro-capitalist deity. Clearly, effective regulation is need to keep the Wall St wizards and the bankers in check…they can’t and won’t regulate themselves as Greenspan thought! 

Everyone gets what they deserve in a Free Market economy. Outcomes based on Meritocracy. NO, look at productivity and wages and compensation. The most productive workers in the world are being left behind. Need full-emp and pass NAFTA…workers need bargaining power. 

We have the economy that has been, to a large degree, bought by the wealth and it is working only for the wealthy. Yes, there are other factors such as globalization…but again that is policy such as NAFTA and all the other FT agreements that leave our workers out in the cold. 







~Bruce Springsteen 



What everyone is talking about… 

0 

200,000 

400,000 

600,000 

800,000 

1,000,000 

1,200,000 

1,400,000 

1,600,000 
19

17
 

19
20

 
19

23
 

19
26

 
19

29
 

19
32

 
19

35
 

19
38

 
19

41
 

19
44

 
19

47
 

19
50

 
19

53
 

19
56

 
19

59
 

19
62

 
19

65
 

19
68

 
19

71
 

19
74

 
19

77
 

19
80

 
19

83
 

19
86

 
19

89
 

19
92

 
19

95
 

19
98

 
20

01
 

20
04

 
20

07
 

A
ve

ra
ge

 In
co

m
e 

(2
00

8$
) 

Bottom 90% 

Top 10% 

Top 5% 

Top 1% 

Note: U.S. before-tax income.                           Allegretto 2012 
Source: Piketty, T. and Saez, E., The World Top Incomes Database. 
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Presentation Notes
It is not the well off but the very rich or mega-wealthy who are the big winners. This just didn’t ‘happen’.



The not so invisible hand 
(Share of U.S. income growth 1979-07) 

Source: EPI analysis of Piketty & Saez IRS data 2009 for the U.S.                                                    Allegretto 2012
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Presenter
Presentation Notes
Income growth over last 30 years.  Includes K-gains: overwhelmingly went to Top 1%...more so Top 0.1%
Not seen since 1923-29 period have we had such inequality.

The lion’s share of the expanding economic pie over the last 3 decades went to the very well off. 



Astonishing picture of income growth 
(Growth in inflation adjusted after-tax income from 1979 to 2007) 
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#OWS—they are correct.



Not a pretty picture for California  
(Income growth, 1993-2008) 

Source:  California Franchise Tax Board. AGI.                                                                             Allegretto  2012 
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The rich are getting richer! 
(Change in U.S. wealth,1983-2009) 

Source:  Allegretto 2011 EPI briefing paper  “The State of America’s Wealth 2011”.  
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Presenter
Presentation Notes
Wealth gains from 1983-2009: Growth by wealth quintiles…top bracket broken further to show it is those at the very top that have seen all the gains. Trickle down economics has been completely discredited and has never worked even as some are doubling down on such nonsense even today.  

ALL data show this trend: wages, family income, wealth.
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Political 
access  Policies 

Allegretto  2012 

Presenter
Presentation Notes
Vicious self-perpetuating cycle of the rich buying politicians and/or political access via lobbyists, etc. & in turn get their pay back via policies that beget them even more wealth and power. 
Can’t have health economy or democracy with this degree of inequality.
Policies that benefit are bought… the vicious/destructive cycle is no where near being broken. 



Falling top-marginal tax rates 
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Source:  Citizens for Tax Justice     Allegretto 2012 Allegretto  2012 

Presenter
Presentation Notes
This declining trend is not a natural outcome of the free market or some such BS. This is directly from policy…policy by, for and to the benefit of the richest amongst us. Of course the debate over marginal rates is not really where the action is for the  rich…while many argue about the Bush tax cuts 35% vs 39%...the action is really K-gains.



Work Vs. a call to your broker 
(this isn’t a natural result of the ‘free market’) 
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Source:  Citizens for Tax Justice     Allegretto 2012 Allegretto  2012 

Presenter
Presentation Notes
One example: Power…policy…Tax structures help w/the trickle up of income and wealth and Corp profits.
Top 400 …take in about 300m per yr on average...paid just 16.6% on average in taxes…effective rate!

Thus marginal tax rate of 35% is bogus…no one paying anyway. 94% in 1945.

Estate tax  0.14% 2011…0% in 2010.  up to 5m exempt & many loop holes. Concentrates wealth in families.

 HH w/more than 1 million paid just 22.8%

Corp. tax were just 1.2% of GDP..3 yr average since 2009: Record Corp profits…lowest 3 yr pd in postwar history. 7.2% 1945.

FLAT TAX…middle class better hold on to their wallets!! ALL flat tax proposals will big a huge boon to the wealthy.





CAs widening wedge of wage inequality  
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   Source: Economic Policy Institute’s analysis of CPS data;, pre-tax wages for California, 1979-2010. 

70th 

Presenter
Presentation Notes
Average and low wage working not faring well. Only real gain from tight labor markets in late 1990s.
Fed Reserve has DUAL mandate: 1. price stabilization 2. Full employment…but rarely happens.



Incomes of typical households in 
California plunge back to 1998 levels  

Source:  Sylvia Allegretto’s analysis of U.S. Census data 2012. 
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California 
United States 
Recessions 

Presenter
Presentation Notes
No recovery for income: Just released Census data: CA 9% (-5,362) decline in incomes since 2007. First time in since stats have been reported…1047 that ‘peak-to-peak’ incomes did not increase (2001 to 2007…peaks just before recessions…grey bars).

Peak to Peak…not increasing…flat…first time in history.

Poverty: 4 yrs of increases. 16.3% in CA (15.5%) Children 23.4% (22%)
Why important? Gains in productivity – gains in real standards of living.






We have the most productive workers in the world! 
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 Source:  Economic Policy Institute’s stateofworkingamerica.org          Allegretto  2012 
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Presentation Notes
Productivity used to ensure ‘real’ gains in our standard of living…no longer the case. 
Deregulation, decline in union density, pro-business gov’t
Some of the most productive workers in the world not getting their fair share.





The only deficit that matters…JOBS 
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Source: Sylvia Allegretto’s analysis of Current Employment Statistics data.  Data as of Jan. 2012. 

Presenter
Presentation Notes
A catastrophic loss of jobs…need about 11-12 MILLIION! to get the needle on unemployment down to an acceptable level. 

CA level of jobs same as in 1999!!! Almost 500k public sector jobs lost since recovery. 250k in education
Jobless recoveries
Today jobs losses much worse than any previous recessions by FAR for CA. (post Great Depression).
---at jobs trough or lowest point for employment
              US	              CA
1981   -3.1%            n/a
1991   -1.4%          -3.8%
   - 2.1%         -2.1%

Deficit hawks hijacked the recovery. Now the de-regulation mantra has taken over. 
Cut taxes…doubling down on supply side economics that don’t work for most workers in U.S.
You’d think the 30 year experiment would be over given the hard data facts. 





Is inequality a problem? 

Allegretto  2011 

Yes, given the degree of inequality in the U.S. 
 

 The wealthy are not taking the rest of us with them—vast riches for 
a few are at the expense of the many 

 Long run economic growth is stunted as a rising tide that lifts all 
boats keeps rising (see Berg & Ostry 2011) 

 Everyone—even the wealthy—would be better off with a smaller 
slice of a growing economic pie 

 The tax system allows well off & Corporations to avoid paying 

 Dismantling of public services: especially education 

 YOYO Economics for Workers. Wages stagnate, and the burden of 
taxes, health care & retirement is shifted to them  

 Effect on our Democracy? 

Presenter
Presentation Notes
Where are we heading? …what kind of US are we going to have when those who work hard and play by the rules can’t get ahead and are now falling behind? 



Allegretto  2012 

            Federal government must lead the way 
 

 More progressive state income tax structure 

 Institute progressive inheritance, gift & estate taxes 

 Institute an oil severance tax 

 Invest in k-12 and higher education 

 Strengthen job quality 

 Increase & index the minimum wage 

 Get rid of enterprise zones 

 Strengthen project labor agreements 

 California bid preferences 

 Institute a rainy day fund 

Presenter
Presentation Notes
CA 2011 tax rates. 9.3% kicks in at 48,029…then another 1% for income over $1 million. 
All the progressivity is below 50k…crazy when there are so many people making between 50k & 100s of millions in CA



THE NECESSARY FRAYING OF THE FOLKLORE 

• Hard facts on Mobility 
• Rungs on the ladder 
• Middle class 

Horatio 
Algiers 

• Patriotism 
• Religion 
• Deterministic 

Free Market 

• Equal opportunities  
• You get what you deserve 
• Inequality at the starting gate 

Meritocracy 

Allegretto  2012 

Presenter
Presentation Notes
Mobility not prevalent in the US…see Pew Mobility Project. Where you start matter—even more so than in Canada and much of Europe.
Middle class families are falling down the rungs of the economic ladder—one they thought they had a solid footing.
Rungs at the top are getting higher and higher with large area in-between…to account for the mega-wealthy

Free Mkt so intertwined w/Patriotism & Religion, etc. How can we have constructive dialogue when anyone who questions the notion (false notion) of our free market is attacked? We actually have a mixed system of free market capitalism and social systems.

Meritocracy seems like a good ideal except we don’t have that in the US. The notion that everyone gets with they deserve because everyone has equal opportunity. Just look at race, class, gender, etc…these all matter A LOT…we do not have a system based on merit or hard work. If that were the case my Father, a house painter, would have been rich and it would be the CEOs of Wall St and banks in the unemployment lines.  
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Presentation Notes
The 30 year trend of growing inequality in the US and in CA is profound and is 
detrimental to a functioning and healthy economy as well as our democracy.



Allegretto EARN 2011 

 Extra slides 



 
Occupy the Wall across the Street 

 

Jared Bernstein and Sylvia Allegretto, IRLE 

Presenter
Presentation Notes
Giant power point across from IRLE on construction site. Sylvia Allegretto and Jared Bernstein.



Under-employment rates 
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Source: Allegretto’s calculations of BLS CPS U6 data. 



Where are all the workers? 
(Employment rates) 

Source:  Sylvia  Allegretto’s analysis of CPS data, EPOPs or Employment rates. 

63.0% 

62.2% 

59.3% 

58.5% 58.4% 

62.1% 

61.1% 

57.8% 

56.5% 
56.1% 

52% 

54% 

56% 

58% 

60% 

62% 

64% 

2007 2008 2009 2010 2011 

United States 
California 



Allegretto 2012 
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Long-term unemployment 
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