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So for any individual, given the initial conditions Ly, and C,,
’(3.6) and (3.7) trace out the complete life cycle in Iabor and
y finding these initial conditions and, in particular,
,m | thcy dﬂpcn,d on endowmenis and tastes, is not an easy
i ;3_.3. below is devoied io this nnderiaking. The analysis is

fite technical, and some yeaders wmay not be mierested in the
ils; 50 in the remainder of this section 1 “borrow” some resnlis of
3 ﬂrtﬂ show what light they shed on lifetimne work incentives
¢ S lc CASE. -

rticular, suppose that r— m > p, and iake the elastiaties of

_ of both consumpiion .md lﬂsure to be mntv. th:nt is,

(3.8)

gretimumt. that is, m Figure 3.1a w(T)U(Cy)
< ¢ profile of labor supply is A()=1- "I, the
mted v | uc of lifetime eavuings s

el , ‘agaim employed the notation

_ .L s
J“- e,
d ha - tlwfactthat1~ r+m= —pwhen e=1. It follows that
muonmwmngsperdoﬂarofmhemdwcalthu

J"t =

.. wh aL, ¥ aC' ol
m ""i"(p’na 2 by (3.8).
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wages as adults, The procedure followed in simulatix *-’n'-f'
to re-assign the mhmﬁnmtopmminxucﬂ#ﬂk 1o m
and K; correlated, To obtain a positive cor '_"-'_'A-'li.”f.;’».?-__ red
to below as Regime flx), it i8 only necessary to reassign the 11
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itance 80 as to create perfect rank correlation within this group.
me that the actual corelation & o bigher than this, and
iy m To simulate the sffect of extreme imequality of
it (Regnne IIb), the 111 positive inheritances arz taken
' p and aaﬂl,{.,ﬁtﬂ. o the aghest 111 wages in the sonple
srank -comelation, This makes the sample correlation
e W, and Ko about 051, Surarnary staiisues for e meome
pnstin) Regine Il are presented in Table 4.5 where the
ponding ckain for Regime I are epeated for companson.

X _" pation of thiz table s quate enlighiening, Tt 18 dinaacally
""l 8.2 and 3 that ﬂfu ilmi“ uihsiantial posiiive cornvela-
ween mheniiance and prodipeiivity dods et neicase mequal-
pytLanes -6 reyveal the renson for thig surpnizing vesull
gtive corrciation betweere wy and Ay 3 troduged (o
_? ,m are two opposing faices dbwork, U thewne hand,
ahondeziroys the negative vovarisnce beiszen wnhedied
.---j mﬂlg}) W].llth ﬂ"J..ﬁ. i e h""i].ll.i,; 30 800 lle dua 1o
t:_. gffﬂft... of laoop SUI INCODIE, The comelation goes [eow
L. ﬁ : a9 WY *-tl,(u i Kepine Hbg cpusing an jucisazein
=1} ;ﬂDWM these: aate woik diziucenuves lead 1o 8 coun-
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Line 7 suggests & weak negative aisociation between lat
and the Gini ratio for overailincome, It is inmi vely ¢
should be the case, since labor’s aﬁue% ed |
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ion in the size distribution® The simulation snggests that
Fhave been effeces of some underlying struciural chanze m
'i" eenvironment which prodnsed greater equality.
llmc: £ atiggests that evsn the stoctly pnnm.*tmn,al ta
* 5 gome minimal- progressiviiy r.,.-m o the overall tax b
. ﬂ:l moqu&hiv The resxson for -‘, 18 that -*‘" SREFTS, woich
-Whllc consuNHOn A not Are lm ury eood
;’ WAL that the SES\Ip Honson tasizs wlich are ¢r iploved have
Mmpact on the Smulawd ll.f.A.-l‘;&-‘- distrrbinon: The a
'-"w" af an ratreme'l# progratiaed sdociere  Regrne by 1
yountenable Loth on &) pnor sronAdsand oeontise of 1z
Ation llmpua BHONS TL ausurpitonsof maederats cotreiation
Eesnsan Eeviras Tln). however maenis vamiely pladaihis, Vhs
-.i'"‘!""*“ of Texplamig ™ Tastoy, u'u’!?'*{'i"_‘,'-;':l‘ v Isdves ane with
Sy reelmsz § cering “,‘r onld plate oo B
Sl nesative comsintion, Foy-this reaso the tmveshigaiions
il exanrine the Gife dsnesiid AYATRSTAl ChAnges 10
Eﬂt;h wath andewifiont corralarsd tigtse

breat cotthidenoe 1o e
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Mirse, A Seononiy milght b cnarsatenized by both inequality of
2& .;‘l&nd.-en:.mgmw.-_. ActE  defemmiinaiion o oy the B
20 ‘QW. Indesd, 11 has i'«-r--;; suggestad that in the Hoited
_ v::-n educationnl onpm tunity makes wages comelated with
SN0 !'t Btarig of one's parenis; myhile Harringrons hypothesis
c ;gyf:le of poverty” makes le‘-‘}ﬂm -[Bvers ot of | Ppuox
igin'le IViis such a srtified soct
ur 'ble mstanees Of the stratf -ad SOCIEtY Ale considered.
ds.mughlv combtination of Regwaess [1a and HE; that
_- +0.26 and tastes are moderarely Sorcelatsd with 2t
ments. This scemns the most plausible version. Recime IVh differs

_='i tes become extremely correlated wita w, and K and
e mm.’hhes Remme IV& b y mcreasme the correlation

dmtribnuon of income thaa chlmi’ WL Finaily,
;pk"the most inegalitarian of all the milieus; wages are
'_ ed, with inherited wealth, while the taste for leisure has
gative oorrelﬁnﬂn with both w, and X, Table 4.7

9, Of the many possible » Iwuldqm{at this view see, for exanaple, Denison
_ A darrih T 1G5T] "gq_m;nmmmshpualommmm
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iiversions of Reginie I total meome eahibits muots wequality
= ..;.,.e mnmdered glon=, This, of courss, must be the casze
Bcorrelation between '.ﬁ!"ll..,ga and inhentaace i positive
£6). iz fact, tbe 4;1‘21* ircalwalue: of this.corelationmay be a
F.a o) test: whethe: oot =h¢ cealiworld corregponds mors
itheregalitarian soviety or o one o the uuf pesimes. The
1‘* study by Erciecton Wenes: - apd 'i"h. rh-'iu;--. ['[w’.ai

at t* f-g,nzhrﬂruu OAESIMENCE B s uen R bad aapro

afferiall. |
.‘.:':'ur*” h"Lbllﬂ ke s et s slvithel pran s ad soCiefy are
(it fm t i Ovaiibe pagls x n~':.-;?:.;, sqriinerteralicana i these
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{6, BY contrast, in compansg Regime TVa wilk Rezime 1
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hght of these simulation results, let me briefly
s chief argume _‘mdemfavorofmcomemequal-
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’l The Question of Ssmpling V arhnw

bfhanseholds ereated for the amndﬂwm reported in this
DWiInHg chapm was created by splicing to avinal wage
tance sdata” three taste paramteters-all draws from
Ipopulations, The percepiive reader might wonder, ther
feRthic samplinz yariances of the variciis siaiistics might be.
Rlitferent drawing of 400 taples of tazie pacamisrss (Or aven
Mﬁgnmwl of e ame Al drancregd o the <0 wages)
i andifferent Gag rato. and o on To amewer this
t’went&- IEruns were masde for the giandard case of the
altanan sociery, each e raking il | . In
o104 __.ul : is"PO{“HM-’ farobiamn sorpedsn of the *'."f.!'f?‘"‘-i_.h":; VAF IS OeE
plifferent chiaracteristics (see u_._f_iﬂf—

paints besr menvonine befon )I‘"f_'.‘:.“,‘i;l.iﬁ; the résults, Fogt the
-' m thc iar‘»h are 1ol uI.L'Lb -."'-"T;':iil';f: vaniances for the f.
ﬂw" fAcily assume dthet a tredmwing of W0 wazes and
%QUJ.’ RIVE exactiv the smve resulis Simce the &S00
m»"'. &igujw-. were fabuocated to fit a very code frequency
SO0 iﬂ]j&is nola Versy re alestic 5t MR Oar s, Laron ll I 1t not
“H 1 ‘Eh"mﬂh iy the G ralio that fall within the bounds of

Afcan Deviang Vv tass Lomeai
FU02%0 Hn7 LT (285
O i) e 0215 .291
~ {1161 GA0h ' —~0.103 —11,134
$116.512 $1.442 $119,240 $113,972
4.6 2 62 da

ne. 0847 0.0 0.8%0 0.843
dew 0255 oI 0,249 0.258

Tabiaked timates of the popy --_--_mmmu.maum
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'_.a-n'lirl (N “(__-_;"L.i s D TSR (et e D R (LY | R woiltd =
*:ﬁ-‘h llﬁrm be i talient=d vrealth ware divgniited eqaliyy
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