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The American "lncome Revolution"

FEW claims concerning the direction of the American
economy have been more important to socid and
political theory than the assertion that income has been
radicaly redistributed. The theoretical systems built around
this theme have captured the imagination of a very sub-
stantial proportion, if not the mgjority, of socia scientists.

Most of the commentators asserting that a radical redis-
tribution of income has taken place over the past 20 years
focus their attention on the relative positions of the upper
one per cent and the upper five per cent of the income earners.
While the economic status of these groups is doubtless of
great importance, no discussion of income distribution which
ignores the over-al relative position of all income groups
can provide the context in which empiricaly founded gen-
eralisations can be made. For a grasp of the relative position
of al income groups, the following table is crucial.

From the above figures it can be seen that the percentage
of income going to the lowest three-tenths of those earning
incomes has declined over the past 40 years, while the share
of the next two-tenths has remained stable. The fifth highest
tenth has remained relatively stable, and in no category can
one find what even remotely approximates a radical shift.
This fact will become even more apparent in the discussion
on dfter-tax distribution, income-in-kind, savings, and
tangible holdings of economic wealth.

The importance of "income-in-kind"'—home grown food,
free housing, relief, company expense accounts, etc.—in the
distribution of income has only recently become clear. In
addition, trends in income distribution must take into account
the tendency of groups to underestimate their income for
obvious tax reasons. Calculating the dgnificance of these
factors is subject to some arbitrary estimates, but certain
detailed information, especidly in regard to home produced
food, charity, and non-money gifts is available. None of
these factors has been taken into account in the previous
chart.

Contrary to common bdief, the dollar value of income-
in-kind inrural areas tends to increase with the money income
position of the recipient. No adequate caculations of
income-in-kind going to the top income groups since 1941
is available, but since the Second World War and the subse-
quent introduction of higher taxation, the importance of
"expense account” living for many in the upper income
groups has been acknowledged by most economists. So
while the poor farmer may grow his own vegetables and
chop wood for fud, the businessman or corporate executive
may often have his car, fud, vacations, and meals for himsaf
and even his family marked off as business expenses. While
no precise values can be given to such income-in-kind, it
should be remembered as a crucid factor in income dis-
tribution analysis.

Of perhaps equal importance is the tendency for incomes
to be understated and exemptions overstated. The mgority
of these cases occur in upper income groups which, unlike
most white collar and factory workers, usualy do not have
their taxes deducted in advance and often have additional
dividend, interest, rent, and cash fee incomes which are
extremdy difficult for the government to keep account of.

Gabriel Kolko

One recent study of income data reports that " . . . the non-
reporting rate tended to be higher in blocks with higher
rent levels and with larger proportions of families at upper
income levels, ranging from about 1 per cent a the under
$1,000 level to 35 per cent a the $10,000 and over level."*
All this indicates, as Simon Kuznets has stated, that present
estimates of wealth in upper income groups are " . . . subject
to a downward bias of unknown proportions . . ."2

It has become something of a stock argument that despite
the great inequality of money income in the United States,
the impact of taxation has compensated for the disparities.
Reliable data for after tax income distribution before 1947
does not exist, but since this equalitarian Situation is said
to be a result of government and trade union pressures over
the past 20 years, it should, be reflected in recent figures.

The fdllowing table indicates the proportion of income
received by each tenth of the spending units after federa
income taxes.

When considered by tenths of spending units, the assertion
that high tax rates have radicaly reshifted income is
unfounded. Indeed, the dight shifts in after-tax distribution
shown in Table 2 are of small importance, since they ignore
the fact that al income groups show a net reduction it
dollar income after taxes and that the vast bulk of the tax
revenue is spent on armaments rather than welfare for lower
income groups.

That there has been a dgnificant change in income dis-
tribution after taxation thus remains an unproven assertion.
Despite the increase in tax rates for upper income groups
initiated by the New Deal, the federd receipts from persona
income taxes in 1929 and 1940, when the size of the national
personal income was amost identical, were about the same.
The lethargy of the New Deal towards the rich was changed
by the necessity of winning a war, but the "transformation"
which ensued hardly affected, as | shall later illustrate, the
economic power of the upper five per cent.

From the point of view of access to economic status
symbols, the position of the upper tenth of the nation's
income earners should be the dominant concern of students
of socid inequality in America. For in dmost any given
year the average dollar income of the upper tenth of the
income earners will be twice as high as the average income
of the next highest income tenth, and about 25 to 30 times
higher than the average income of the lowest income tenth.
Recent assertions on the purported tendency towards income
equalisation have concentrated on the position of the upper
five per cent of the income earners and the decline of the
number of annual tax returns at very high figures—$100,000
and up. This latter assertion is of little relevance, snce if it
can be shown that the centralisation of economic power and
status symbols has not moved out of the control of a small
economic €lite, then the problem of the elite's relation to
society remains with us despite minor shifts within the elite
itsdf.

1 National Bureau of Economic Research, Sudies in Income and
Wealth, New York, 1951, vol. 13,/). 518.

2 Smon Kuznets, Shares of Upper Income Groups in Income and
Savings, New York, 1953,p. Xxx.
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The study by Simon Kuznets on the relative shares of the
upper one per cent and five per cent of the total population
is frequently cited as proof of the equalisation of income.
Kuznets' study ignores the factor of expense account living
and the tendency of upper income groups to under-report
taxable dividends, rent and interest by as much as 50 per
cent. His data, however, a no point implies an income
redistribution throughout the population, and Kuznets can be
absolved of responsbility for the extravagance of his
interpreters.

The Department of Commerce provides more data on the
relative distribution among the top five per cent of the
consumer units (families and unattached individuals) as
opposed to Kuznets' caculations on individua income
returns reporting the highest per capita income.

It is obvious from the preceding figures that taxation has
only a minor impact on the relative shares of the economic
elite, and that this is so can be easily understood from the
tremendous disparity between actual tax rates on the highest
incomes, and the lega rates which overawe most of the
commentators on income distribution. In 1951, with the
theoretical tax rate on $1 million incomes at 92 per cent,
only 62 per cent of the $1 million and up incomes were
effectivdy taxed.3 A large part of the tax rate has been
avoided by the manipulation of capital gains income by the
economic elite, and through other devices to be discussed
later.

The most important cause of the reduction of the share
of the upper five per cent is attributed by Kuznets to the
relative decline in dividend income as a percentage of the
total income among this group since the beginning of World
War Il—while dividends to the lowest 95 per cent have also
decreased.* Yet corporate profits have increased since
World War Il and, as | shal later show, the ownership of
stock is at least as concentrated to-day as it was in the 1930's
The difference—undistributed profits—will be discussed |ater
in this section.

Tax evasion

The increase in tax rates since 1941 has naturally stimu-
lated the desires of the economic dite to recelve income
which will be taxed at preferential rates. As a result,

Ma%acompanies large and small, have adopted one or more
of what are euphemidiicaly called "tax deferrd plans.” Whether
it be profit-sharing trust or a contingent deferred compensation
contract, or something dse with a fancy name, the basc am
of each plan is generdly about the” same—to put df the
executives income until after fetirement, when they are expected
to be in alower tax bracket.

The income is placed in a trust which accumulates tax
free interest or dividends. When the executive retires his
income from the trust is taxed at the much lower capita
gansrate.

As aresult of these and other tax-avoidance devices, there
has been a shift among the economic €elite away from the
above $50,000 a year income categories into the $15,000-
50,000 range. Needless to say, their deferred income would
make a significant difference if it were included in the figures
on income distribution.

Capital gains, which go overwhelmingly to those above
the $10,000 a year income brackets, are probably the most
important scheme now used for avoiding taxes. Capital
gains, or income from the sale of stocks, property, etc., held

3 Wall Sreet Journal, June 30, 1954, p. 1.

4 SeeKuznets, Shares, 1953, p. 668-677.

3 Arch Patton, "Executive Compensation: Tax Gimmicks vs.
Incentives," Harvard Business Review, Nov.-Dec. 1953, p. 113.
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more than sx months, are taxed at a maximum rate of 26
per cent as compared to the top theoretical income tax rate
of 92 per cent.

Less important devices include tax exempt interest on state
and local bonds, tax free interest on savings invested through
insurance companies, and stock options for executives which
allow them to purchase their corporation's stock below the
market price and have the profits taxed at capital gains rates.

In addition, trusts enable the rich to split family property
into smaller units so that each income is taxed at lower tax
rates. Under the 1952 tax schedule it is possible to save as
much as 70 per cent on annual taxes of the income of property
placed in a trust. As the recent study of the Butters group
shows, the use of such devices is restricted almost wholly
to therich.

A factor of exceptional importance in measuring the
economic power of the economic elite is undistributed profits.
In cdlosaly held corporations undistributed profits can often
be redlised at some later date when tax conditions are
expected to be more favourable. Undistributed profits that
are divided later are taxed at the capital gains rates, and
sometimes they are free of taxes altogether. In 1929 undis-
tributed profits constituted 3.2 per cent of the private national
income. With the advent of serious taxation in 1941 they
rose to 53 per cent and in 1950 were 6.3 per cent of the
private national money income. Since, as | will later show,
corporate dividends go overwhelmingly to the economic
elite, undistributed profits represent economic power held
by groups within the economic €lite which, if distributed,
would go almost exclusively to the upper five per cent.

The role of saving

Power in the hand of the economic €lite, in addition to
money income, can exist in a number of forms. First, it can
take the shape of control of investment funds and available
savings, which can be dgnificant factors in the creation
and/or prevention of economic crises. Second, it can take
the form of influence over the corporate and business struc-
ture, either by the control of stock holdings or manageria
positions. Third, economic power, especially when accom-
panied by the first two factors, often controls political
institutions and public media. In this section | will ded
with aspects of the first two forms.

It is one thing to talk about the disappearance of a moneyed
dite based on very high annual incomes, quite another to
talk about the disappearance of a moneyed elite altogether.

Figures on savings and stockholding suggest the extent to
which minor fluctuations in income distribution will affect
the position of the upper income groups in non-money-
income economic power. Here, the figures show, if not
increasing concentration, at least stability in the power of
the economic elite.

From the point of view of power distribution, not only the
relation of managers to stockholders, but the relation of the
corporation to society is important. In the following section
| give data on changes in stockholding concentration, mainly
as an example of the extent to which the economic €lite
controls economic assets, and secondly to suggest necessary
revisions in the theory about a purported separation between
managers and stockholders which over the past two decades
has assumed such an important part in discussions on power
in America.  The implications to socia theory developed
from this latter proposition are crucial. Riesman, for
example, on the assumption that the separation has occurred,
implies that the removal of managers from stockholding has
meant they are generally above mundane considerations in
their relations to labour and society, and are therefore



leaders in the movement towards an "other-directed" culture.
Adolf Berle, Jr., probably the co-initiator of the entire thesis,
has even gone so far as to declare "The corporation is now,
essentidly, a non-statist political institution, and its directors
are in the same boat with public office-holders."® Thus,
using the dispersal of holdings and the separation of stock-
ownership from management as a rationale, it has become
possible for writers such as Berle and David Lilienthal to
justify monopoly in terms of the public welfare.

Income inequality is partly reflected in the preceding
charts, but the distribution of economic power can be under-
stood fully only when tangibles such as net savings distribu-
tion, liquid assets, and stock ownership are correlated to
specific groups within the income distribution spectrum. By
measuring changes in these tangibles, one is better able to
understand the full significance of income distribution
changes related to the problem of "who owns what" in
America beyond annual income receipts.

The following table indicates the extent to which net
savings have been distributed among each tenth of the nation's
spending units since 1929.

Except for 1945, when the backlog of wartime saving
reached its peak, the upper tenth of the income earners has
managed consistently to control the vast bulk of net savings.

Liguid assets

Another criterion for judging the relative changes in the
economic position of the €lite is liquid assets.

Since 1947 the top tenth of the nation's spending units
have owned from 36 to 44 per cent of the liquid assets,
while the lowest tenth have owned from three to five per
cent. Nevertheless, liquid assets holdings are far from being
universal, and when they do not exist among lower income
groups usudly they are without savings for the inevitable
"rainy day."

In 1947 about 22 per cent of the spending units, all earning
less than $5,000, held no liquid assets, but in 1952 and 1955
about 27 per cent of the spending units, all earning less than
$5,000, held no liquid assets. This rise is an important fact
for any serious discussion of the national economy.

Stock ownership reflects the ability of economic groups to
invest, and investment roughly reflects the margin of surplus
income concentrated among various economic groups.
Although no systematic comparative studies of stock owner-
ship and concentration have been made in recent years,
accurate miscellaneous data is available for the years 1927-37
and the post-World War Il period.

By and large, the bulk of all stock is concentrated within
a very smal group in the economic €lite, and according to
available figures, has been for at least two decades.

The TNEC study of the share distribution of 1,710 cor-
porations in 1937-39 indicates that the top 4.0 per cent of
the stockholders of common shares held 64.9 per cent of the
stock, while the lowest 56.2 per cent of the shareholders held
49 per cent of the common stock. The Brookings study of
the share distribution of 2,991 corporations in 1951 indicates
that the top 2.1 per cent of the common stock shareholders
held 58 per cent of the stock, while the lowest two-thirds of
the stockholders held about 10 per cent of the common stock.
The Brookings study indicates that in 1951 the top 11 per
cent of the preferred stockholders held 46 per cent of the
preferred stock,8 while the lowest 82 per cent of the holders
owned 20 per cent of the preferred stock. These figures

6 Adolf A. Berle, Jr., The 20th Century Capitalist Revolution,
New York, 1954, p. 60.

" Lewis H. Kimmel, Share Ownership in the United Sates, The
Brookings Institution, Washington, D. C, 1952, p. 43.
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suggest an increasing concentration of stockholding at the
highest levels.

According to the Butters study, 65 to 70 per cent of the
total marketable stock held in 1949 was controlled by groups
with a total net worth of at least $250,000—or a very small
fraction of one per cent of the population.

These trends suggest that a very detailed investigation of
which occupational groups own what percentages of al stock
is needed, and that the thesis of the separation of management
from stockholding, with all its theoretical implications, is
now in need of serious retesting.

The information provided in the Survey of Consumer
Finance data on ownership by occupation suggests a heavier
concentration of major stockholding among the managerial
groups to-day than among any others. In addition, in early
1952 only two per cent of the managerial class was found in
the group owning more than $25,000 in stock, as compared
to five per cent in early 1955.° The Brookings stock study
in 1952 indicates that 44.8 per cent of the "high administra-
tive executives," equal to 4.6 per cent of the total stock-
holders, held stock. 19.4 per cent of "operating supervisory
officials' consisting of middle-level managers, department
heads, etc., constituted 9.6 per cent of the total stockholders.
A larger percentage among these two groups owned stock
than any other occupational category, and save for house-
wives, "operating supervisory officids' were the largest
single occupational group among stockholders. "House-
wives' composed 32.8 per cent of the stockholders, but,
especially since the Security and Exchange Act, this does
not prevent the use of relatives by executives for many
speculatory or manipulative schemes, it would be vita
information to learn their husbands' occupations.

The standard of living

The relative quantity, as wdl as the quality of consumption,
is largely a function of income. Equality is a function of
similar modes of life styles based on relative equality of
income and consumption, so that the thesis of "massification”
of status symbols is by necessity based on a concomitant
change in income distribution. Sooner or later, where
income is unequally distributed, the power of high income
groups will also mean access to high prestige positions and
symbols and a hierarchic structure of socia stratification.

In the following section | will discuss the relative shift of
consumer units receiving incomes below the level of "health
and decency" set by Works Project Administration or
Bureau of Labour Statistics since 1935-36.

Since 1935 there have been a number of reliable govern-
ment studies of what constitutes what has alternately been
cdled the "American,” "maintenance,” and "minimum
health and decency" standard of living. In terms of socia
status and economic security,

. . . this levd of Iiyi_&rﬁglremwts esentidly a breaking point

in our society. It divides the population into two groups, the

lower of which is s_trug(%llng to attain a physcaly more ade-
quate existence. It is only above this levd that people have

Fn(_)ugqoto begin to think largdy in terms of the quality of their

iving.

The WPA study and a subsequent National Resources
Committee investigation form the basis of the post-war
Bureau of Labour Statistics family budgets for cities, which
are set at alevel designed " . .. to maintain a levd of ade-

8 Federal Reserve Bulletin, September 1952, p. 1001, and June
1955,p. 622.

® Bureau of Labour Statistics, Workers Budgets in the United
Sates: City Families and Single Persons, 1946 and 1947, Bulletin

927, Washington, D. C, 1948//;. 2
Il



quate living according to pre-war standards prevailing in
the large cities of the United States."’® In 1941 it required
an average of $1,367 to meet this leve, in 1947 an average
of $3,300, an average of $3,717 in 1950, and in 1951 an
average of $4,166.

Minor shifts of consumption appear in the post-war
budgets, but in its essentials the quality of living is the same.

Any study of the percentage of spending units earning
incomes below the "maintenance" level must take into
account a large number of important variables, the most
important of which is family size. According to the Bureau
of Labour Statigtics, a family of two needs 65 per cent of
the maintenance budget for a family of four, a family of
three needs 84 per cent, a family of five needs 115 per cent,
and a family of gx needs 129 per cent. Save for the WPA
study of 1935 budget standards, there is no recent criterion
for determining what is an "emergency” level. According
to the WPA study it is 70 per cent of the maintenance budget,
and those on or below this level are in poverty and exposed
to serious health hazards. In this study | will assume 70
per cent of a maintenance budget as the emergency level.

Statistics indicate that the concentration of large families
below the maintenance level has remained constant since the
WPA study in 1935.

New fashioned poverty

The remarkable failure of the New and Fair Dedls to
sgnificantly dent percentages of consumer units earning less
than the maintenance level, much less the emergency leve,
in the post-war period is in itsdf in fundamental conflict
with the "big change" thesis. Relatively low unemployment
over the past 15 years has most assuredly made for a signi-
ficant change in the causes of poverty. But in place of such
"old-fashioned" causes as unemployment and low w.
causes that are diminishing in importance but ill of rea
dgnificance in many industries—have come "new fashioned"
causes which provide ample justification for scepticism in
regard to eulogists of the status quo.

The poverty originating in "new fashioned" causes is
sociologica and demographic in origin but economic in its
consegquences—and equaly intolerable in human terms. The
increased divorce rate, for example, has placed a larger
number of traditionally lower paid women in the position of
chief family earner, so that in 1949 thirty per cent of the
lowest fifth of the income earners, as opposed to twenty per
cent in 1939, were women living alone or as family heads.
From 1940 to 1954 the percentage of women 14 years and
up who were divorced increased from 16 per cent to 2.3
per cent.

Of greater importance is the unanticipated result of the
social security system in placing larger numbers of ageing
workers in the lowest income brackets. In 1930, 54 per cent
of the males 65 years of older were in the labour force, as
compared to about 41 per cent in 1950. A quarter of the
families receiving less than $2,000 a year in 1948 were headed
by persons 65 years and over. By 1954 the proportion
increased to amost a third, and 64 per cent of al spending
units headed by a person 65 years and over earned less than
$2,000 (the average monthly old age assistance benefit in
May 1956 was $54.37). Similarly, the 65 years and over
population has increased at a far more rapid pace than the
total population snce 1900, and as the proportion of the
aged grows, the number of spending units living at a depressed
income level will in al probability increase with them. Thus,

10 »City Workers Family Budget for October 1951," Monthly
Labor Review, May 1952, p. 520
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as the retirement age is lowered for both humane and econo-
micaly practicable reasons, larger numbers of the retired,
particularly those who have not been able to accumulate any
substantial savings, can expect a life of quiet desperation
along with their long overdue leisure.

There are additional magor "new fashioned" causes of
poverty. The declining age at which marriage now takes
place has put more families in lower income brackets during
the period workers are below their peak earning capacity.
Similarly, the growing percentage of workers aged 55 years
to 64 has increased the proportion of workers well beyond
their pesk earning periods.

Full employment, while it has dgnificantly decreased the
bulk of poverty caused by unemployment, has not prevented
inflation from forcing many wage and sdary workers into
low income categories. In 1935-36 about three per cent of
the clericd workers fdl among the lowest fifth of the spending
units, as compared to 15 per cent in 1955. Concomitant to
the declining economic position of an important sector of
the clerical and sales workersis the growth of the entire group
between 1940 and 1954 at a rate over twice as fast as that
of blue-collar labour.

But the lowest income workers to-day are generdly
farmers, unskilled, service, and semi-skilled workers, with a
generous portion of skilled and clerical workers who approach
but do not reach the BLS level. Although they earn more
than the $2,000 erroneoudy assumed by Congressional com-
mittees to be the sole qudification for a low standard of
living, many do not, or would not be able to maintain the
ascetic BLS leved for four. In al these groups Southern
and especialy Negro workers are over-represented.™

H.P. and autos

Neverthdess, while many Americans earn incomes which
would nominaly place them below the minimum decency
ling, the tripling of the instalment debt since 1948 has made
possible greater consumption for many who would otherwise
be unable to enjoy Business Week's prosperity. But it is dso
true that the bulk of instalment buyers can be found among
the $4,000 to $10,000 income groups—those already over
the decency level or only dightly below it. Among the
spending units earning less than $3,000 in 1955, only a
minority were obligated to any instalment debts in early
1956, and the bulk of these were for rdatively smal amounts.
But about twice as many blue-collar workers, or 60 per cent,
held some instalment debts in 1955 as compared to 1935.
Should an extended recession or unemployment persuade a
sgnificant percentage to return to conservative buying habits
more in line with their incomes, the cumulative impact on
the economy would have enormous consequences on produc-
tion and employment.

The majority of instalment purchases have gone into autos,
and the distribution of auto ownership itsdf reflects the
larger consumption patterns income inequality creates.
Beyond its economic importance, however, the auto has
become the hallmark of economic status and prestige rank
idedlised in the mass media and lived by the economic €lite.

From 1917-19 to 1935 car ownership spread from 15 per
cent of the consumer units to about 55 per cent. By 1941 it
crept to 59 per cent, and in 1955 about 70 per cent of dl
consumer units owned some type of car. Given the vast

1 Data taken from Herman P. Miller, Income of the American
People, New York, 1955, pp. 173-186; Sub-committee on Low-
incomeFamilies, Joint Committee on the Economic R ort, Charac-
teristics of the Low-income Population and Related Federal Pro-
gra%%3 %4th Congress, 1955; Federal Reserve Bulletin, July 1956,
p



increese in credit, the growth of auto ownership since 1941
cannot fal to impress one as being dlight; nor can it be
sad that Americas capacity to consume has been exploited
anywhere near its full potential. Even in 1955 only 29 per
cent of the 11 per cent of dl consumer units earning less
than $1,000 owned autos, while 94 per cent of the top 14 per
cent of the consumer units—those earning $7,500 plus—
owned cars. Between the two extremes was a pattern reflect-
ing income inequaities® The value of autos corresponds
directly to income, so0 that in early 1955 less than one-half
of one per cent of the consumer units earning less than
$2,000 who owned cars had models worth $2,500 or more.
Only three per cent of the car owners in the $5,000-7,500
income category owned cars vaued at $2,500 or more. Yet
18 per cent of the car owners with an annual income of
more than $7,500 owned such models. The bulk of the new
cars have dways been purchased by members of the top
income groups, most of the lower income groups restricting
themsdlves by necessty to used autos. The same patterns
exig for durable goods purchases of al sorts.

After dl is said and done, therefore, abundance and full
consumption has been denied a vast segment, if not the
majority, of the nation's population. Given fundamentally
the same income structure as existed either fifteen or fifty
years ago, we have seen that at any given time a capitalist
economic structure will create a grosdy unequal income
dratification, and with it the social and prestige stretificetion
which unequal access to economic status symbols brings.
So long as the present income structure exists, however, a
full consumption and full production economy will be a pious
but unrealisable goal for those ingsting on the preservation
of the fundamenta economic inequalities which have
flourished under Republicans and Democrats dike.

Conclusion

Robert Merton has written that the confident error gen-
erates its own spurious confirmation, so that a myth evolves
and becomes sdlf-perpetuating. There is no justification for
this state of afars in the writings of socia theorists on
income distribution. Despite the economists general lack
of interest in over-al income distribution patterns, enough
data can be gleaned from government sources and existing
monographs to suggest that the present social theorists are
soredy misinformed on the facts of income distribution.

In the socia theory based on such assumptions, the process
of change is seen to be mechanigtic in the tradition of naive
versons of the idea of progress. In Riesman's The Lonely
Crowd, for example, one finds notions grikingly parale to
the Marxist concept of the "progressive” stage of capitalism
and an implicitly positive judgment on the necessary, and
hence desirable, stage of our society in its development
towards an "autonomous' culture. Despite the excessve
conformity of the corporate bureaucrat, his being the leader
of "other direction” judtifies the ingtitutional arrangement
which he controls and which in turn has made it possible
for our society to be evolving out of an age of "production”
into an age of "consumption.”

Consonant with a mechanigtic view of progress, Riesman
implies that radicalism in socid and politica problems is
characterigtic of "inner-directed moralising,” and is in large
part ill a reactionary stage in national character develop-
ment. As in laissez-faire or Marxism, Riesman sees justice
impersondly evolving from bureaucracy, changes in popula-
tion development, and mass consumption. Reason, social

%%0 Federal Reserve Bulletin, June 1956, p. 567, August 1956,
p. 80.
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action, "inner-directed moralising" are not only vestiges of
a society gone by, but ineffective as well.

The myth of income redistribution ill arises from a
general agreement among most theorists as to what con-
stitutes economic and socid "good." We wish reaively
equa consumption not only because of the equalitarian
tradition in American society, but because of a desire to
create the economic stability which can arise only from mass
consumption, and to avoid the totalitarian or disintegrated
socia order potentia in every economy where large groups
have no material "stake" in the value sysem. If we cal into
doubt the ability of our present economic order in achieving
this egdlitarian end, we chalenge an ingtitutional structure
reting on mythos, interest, and inertia

So the promise of America is seen as a least partially
fulfilled by the new socia theorists, but instead of emphasis
being given to ends which are desired, the means have become
the central focus. And since the means towards egditarian
ends are purported, in so many cases, to be dependent on a
specific ingtitutional arrangement fortuitoudly not too unlike
that with which we live, the good society is supposed, to a
dgnificant extent, to have already been redlised. Implicit in
this notion is that the mechanics of progress and socid
change are impersonally involved with, and being settled by,
a benevolent economic arrangement, and that socid reform
and individual participation in socia action is irrlevant, if
not damaging, in such a situation. As a result, there is no
longer an important area in our democracy where radical
reform or persona participation is possble.

Obvioudy, whether intended or otherwise, the present
current in socia thought which is dependent on the myth-
ology of an effected radical income redistribution is a block
to the formation of a rationa ingtitutional andyss of
American society to-day. But the juggling of statistics, when
theorists deign to resort to them, is not sufficent to change
the redlity with which the figures are sdd to correspond.
The facts on income distribution suggest that the clam for
an income redistribution over the past 40 years has yet to
be proven. And this, in turn, suggests that most of the con-
temporary sociological and political concepts based on an
income redistribution are more the product of a sdf-sified
decade than the result of serious analysis.

Sour ces for tables overleaf

1 The figures for 1910 through 1937 are taken from the U.S
Bureau of Census, Historical Statistics of the United States, 1789-
1945, Washlngton D.C., 1949, Series A 185-194. Figuresfor 1941
through 1951 are taken from the Federal Reserve Bulletin, August

I—P 923, and September 1951, p. 1067. Subsequent flguresare
from ederal Reserve BuIIetln June 1956, p. 5

2 Satistical Abstract, 1955, chart 353.
8 atistical Abstract, 1952, chart 314 for definition and data.

* Office of Business Economics, Income Distribution in the United
States by Sze, 1944-1950, Washington, D.C., 1953/>. 15,1950-51-53
data from Survey of Current Business, March 1955, p. 24.

5 Data for 1929 from Maurice Levin, et al, America's Capacny
to Consume, The Brookings Institution, 1934, 94§ 96. Subsequent
data from Federal Reserve Bulletin, August 1 p. 923, and Sep-
tember 1951,/?. 1067.

6 Temporary National Economic Committee, The Distribution of
Ownership in"the 200 Largest Non-financial Corporations, Mono-
raph 29, Washington, D. % 18. The T.N.E.C. did not prepare
smilar data for |ts study of 1,710 corporations in monograph 30.

" These and subsequent figures were obtained by determining the
percentages of each family below the ad%usted maintenance level and
calculating the total proportlon of that family size's percentage of
national consumer units.

8 All figuresfor 1947 from Satistical Abstract, 1949, charts 31
and 333. For 1950, from Statistical Abstract, 1952, chart 320, and
Current Population Reports, p. 20, Feb. 12, 1951, p. 14.
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