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Overview
• Inequality growth in US was a pre-tax and transfer phenomenon
• This pre-tax and transfer inequality comes from the labor market
• This labor market inequality is not driven by technological changes

• Instead, intentional policy decisions and the institutional changes unleashed by 
new policies drove inequality

• All else equal, faster pace of  technology helps typical US workers – what 
happens with inequality is dominated by leverage and bargaining power

• Bolstering leverage and bargaining power for typical US workers will lead 
to faster, not just fairer, growth



Inequality is a pre-tax and transfer issue



Overwhelmingly comes from labor market



Key Tell That Inequality Comes From Labor Market



Labor Market Inequality Not Driven by Technology



All Else Equal, Technology Good for Workers



Bolstering typical workers’ leverage could spur growth

• Say firms can invest in technology that boosts overall productivity, or 
that helps keep labor disempowered

• Think of  a Bowles (1985) or Greenwald/Stiglitz (1984) model of  labor discipline
• Assume reduction in cost of  monitoring 
• All else equal, this will nudge towards invest in zero-sum labor discipling 

technologies
• But this nudge can be blunted if  collective bargaining fuzzes up link 

between being detected shirking and dismissal, or, if  full employment 
makes threat of  dismissal less worrisome

• Owen Davis (2024) doing some nice work in this direction: 
https://ofdavis.com/ai.pdf

https://ofdavis.com/ai.pdf
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