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the wage distribution. The corollary is that when no such mechanism exists, chances are greater that the wage distribution will be 

unequal. 

 

 Moreover, once such institutions begin to deteriorate, rising income inequality is by no means an unexpected outcome. David 

Lee has shown in a recent study that decreases in the minimum wage tend to increase measured wage inequality, and that the minimum 

wage, or the failure of it to keep up with inflation, may account for as much as 80% of “within-group” wage inequality during the 

1990s. Specifically, increased wage inequality in the bottom tail of the income distribution is attributable to the erosion in the real 

value of the minimum wage during the 1980s, and that the falling relative level of the minimum wage can explain 70 to 100% of 

increased inequality in the lower tail.3 Fortin and Lemieux, in a 1997 study, also found that whereas the decline in unions contributed 

to increased wage inequality among men, the decline in the minimum wage contributed to increased wage inequality specifically 

among women.  

 

 The effect of all this would only tend to be more visible in a large city that has historically had a high union presence and that 

has indeed undergone many of the economic structural changes over the last few decades. On the structural side, the economic base of 

major urban centers like New York has changed a manufacturing-based economy to a service-based economy. Within the services, 

there has been a sharp division between the low-paying jobs in retail and food services generally requiring little skill on the one hand 

and high-paying jobs in high technology services and other professions generally requiring both high levels of education and 

specialized training on the other. Even though manufacturing never entailed great skill, and workers could enter factories with little 

more than a high school education and in some cases
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wage distribution, fell by about 5% while the wages of the most skilled, as measured by the 90th percentile, increased by about 40%. 

The net result of this divergence has been an enormous increase in wage inequality. 

 

 A state-by-state analysis of income distribution has found that while income disparities became significantly greater during 

the late 1990s, New York State led the nation with the largest gap between the top fifth and the bottom fifth of families. My research 

on 1980-90 census data shows that income inequality, as measured by quintiles, was greater in New York City than in the rest of the 

state, but that it actually declined over the ten-year period. Between 1980 and 1990 the average income of those families in the first 

quintile increased by about 97% in both the state and the city, while it only increased by 15.8 in the top quintile in the state and 37.1% 

in the city. Still, the trend indicates that the top fifth of families did much better in New York City than the state as a whole. And yet, 

for those in the top five% of the income distribution, family income increased by 21.2% in New York City, compared to 0.1% in New 

York State.7 

 

 Nevertheless, the magnitude of increasing wage inequality has not been the same across  the country. Between 1972 and 1990, 

the dispersion in wages between the 90th and 10th percentile of the male wage distribution increased throughout every region of the 

country. In New England, for instance, where the decline in the supply of skilled men was largest, wages of unskilled men increased by 

over 3 times as much as in the West, where improvement in the quality of the labor force was the smallest. In short, those regions 

where there was the greatest increase in wage inequality were also those with the least improvement of labor-force quality.8 By 

implication, then, places where educational attainment on average has been less—that would have the effect of enabling workers to 

command higher wages—are precisely those places where income inequality will also be greater. And as the data will make clear in the 

next section, New York City may be a prime example of this. 

 

Income Distribution Analysis 

 

Data for this study is drawn from the March Current Population Survey (CPS) files for 1992-99. Collected by the U.S. Census Bureau, 

this annual supplement to the monthly CPS contains data on family characteristics, household composition, income from all sources, 

industry and occupation of the job held the longest during the year, weeks worked, whether individuals were looking for a job, and 

public assistance. While the CPS serves as a good basis for measuring income distribution in terms of general trends, it isn’t without its 

limitations either. Unlike the traditional decennial census which tries to survey all households in the United States, the CPS is nothing 

more than a sample, and a small one at that. Broken down by locality, New York City has a sample size of roughly 1500-2000 

households, including about 3000 individuals ages 15 and up. This doesn’t mean that the survey is unrepresentative. Surveys 

performed by the census bureau tend to be among the most rigorous that are likely to be found.9 

 

 The CPS is a survey of households comprised of individuals. The total number of cases, however, is based on the total 

number of individuals within those households. A ho
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appeared to be among the lowest also has a living wage ordinance as but one institutional mechanism, which no doubt would serve to 

boost the incomes of those at the bottom.  By contrast, New York City, where the cost of living tends to be extremely high, has a much 

narrower living wage ordinance, covering fewer than 2000 city workers. 

 

 In most likelihood, the gap between the top and the bottom is considerably larger than indicated in Table 1. But in spite of the 

top-coding, the average for the top fifth in 1999 was still 78% higher than that the maximum income earned by families in the fourth 

quintile, compared to 53.3% higher in 1992. In fact
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 Still, general trends do not tell the whole story. While low educational attainment and low labor force participation are 

problems more pronounced in New York City, they are exacerbated even more in the bottom two quintiles, as shown in Table 3. For 

the data on New York City’s labor market doesn’t merely tell a story of a city set apart from the rest of the nation, but a story of those 

at the bottom of the income distribution not benefiting at all from the overall prosperity of the 1990s. On the contrary, the general 

demographics only mask the acuteness of these problems at the bottom of the income distribution. Labor force non-participation and 

low educational attainment is considerably higher in the first quintile, and while the relative percentages decrease from 1992 to 1999, 

the pattern is nonetheless consistent. Still, labor force participation dramatically improves from the first to the second quintiles.  

 

 Relative to non-whites, the percentage of whites in the fifth quintile (75.5%) is greater than in the first. The percentage of 

blacks in the bottom quintile increased by 4.0% from 26.5% in 1992 to 30.5% in 1999. Overall, whites only account for 68.3% of the 

New York City population. Specifically, the percentage of blacks in the bottom quintile (27.1%) is proportionately larger than in the 

top quintile. Overall, blacks only account for 22.9% of the population in New York City. And with regards to gender, there are 

proportionately more females among the bottom (69.6%) than among the top (50.8%). The percentage of females in the bottom 

quintile actually decreased 5% from 72% in 1992 to 67% in 1999. Overall, however, females account for 56.5% of the population in 

New York City. That there is a difference of 13.1% between the percentage of females in the first quintile and the percentage of 

females overall would appear to lend support to studies in recent years showing the feminization of poverty.  It is true that the number 

of females drops in this period even in the first quintile where there is the greatest percentage of women. Nonetheless, the percentage 

of women in the first quintile in 1999 is still higher than the other quintiles, thereby lending credence to the notion that poverty is more 

concentrated among women. Or on the basis of descri
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own unique set of characteristics, requiring that policies be specifically tailored to their respective and particular needs. Local officials, 

then, need to be in the forefront of assessing income inequality in their area and developing their own comprehensive strategies for 

containing it. They need to devise their own educational policies in conjunction with tax credits and other income maintenance 

policies. Among those questions for future research is whether living wage ordinances, in the growing number of cities where they 

have been passed have had the effect of narrowing the income inequality gap.  

 

 Table 1: Ratio of Incomes of Top and Bottom Fifths of Families: US, NYC & Other Cities 

 
                    1991               1998                                

                    Average Income        Average Income       Top-to     Average Income      Average Income    Top-to-    Percent  

                             of  Bottom Fifth         of Top Fifth of        bottom      of Bottom Fifth         of Top Fifth         bottom    Change                         

                                 of Families               of Families           Ratio         of Families             of Families           Ratio     1992-99 

 
All US      $7563          $88432        11.7         $9340     $132752  14.2       2.5 
New York       5255               92951        17.7           5387         123452    22.9       5.2 
Baltimore     11345               89425           7.9          14371             91482        6.4      -1.5  
Denver         10132               96005           9.5          10717         138850    13.0         3.5 
Philadelphia       7906           102195       12.9            5425      109802    20.2        8.3 
San Francisco     10273           112578              11.0          12306                  127196    10.3       -0.7 
___________________________________________________________________________________________ 
Source: Author’s calculations based on CPS files for 1992-1999. NOTE: Each year’s CPS records income received in past year. 

 
Table 2: General Characteristics of New York City’s Labor Market 

 
New York City            United States  

                                  1992      1999       Diff     1992       1999      Diff   
Annual Income          $37910     $45861    21.0%  $39171      $54540    39.2%  

Labor Force(%) 

Working   49.9       50.2    0.3    59.4         62.4        3.0  
Unemployed    5.0   3.7  -1.3            4.9              3.3       -1.6  
Not in the Labor Force 44.9 44.2 - 0.7    35.3            34.3       -1.0    
 

Education (%) 

Less than 11th Grade 29.8       29.3       - 0.5           23.9         21.4       -2.5   
12th Grade, no diploma   3.9   2.8  -1.1            1.9              1.5       -0.4  
High School graduate        30.3 26.5        -3.8          33.5            31.1       -2.4  
Some college               13.3        15.5   2.2          17.3            18.1         0.8 
Associate Degree                 4.0          4.4   0.4            5.4              6.7         1.3   
B.A. degree               11.4        13.7   2.3          12.2           14.4          2.2     
Grad/Profsnl. Degree          7.4   7.2        -0.2      5.9             6.7          1.2   
 

Industry 

Construction                      2.8          2.3       - 0.5          4.3              4.6           0.3 
Manufacturing               8.1  4.8        -3.3        11.1              9.8          -1.3  
Transport, Commctn.         4.8  4.9         0.1          4.4              4.7            0.3     
Wholesale Trade               1.5          1.7         0.2          2.6              2.6            0.0 
Retail Trade                8.4       10.2         1.8        12.2            12.3            0.1       
Finance, Real Estate           5.2         6.4 1.2  4.2              4.3          -0.1    
Services               23.4       24.1         0.7        23.6            25.1           1.5 
Public Administration  2.7  2.1      - 0.6          3.2              3.2           0.0 
Never Worked              42.7       42.4      -  0.3        31.7            31.0           0.7 
__________________________________________________________________
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Table 3: Characteristics of NYC Labor Market by Income Group 
 

  1
st
 Quintile          2

nd
 Quintile        3

rd
 Quintile          4

th
 Quintile        5

th
 Quintile 

   1992 1999     1992    1999         1992    1999      1992     1999        1992      1999  

Income 

Upper Income Limit          $9745   10747     21763   23146      36740    40100        60617   69486      258999  470583     
Average Income                $5255     5387     15260   16351      28892    31165        4785
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Appendix Table: Regression Results 

Factors associated with being in the lowest Income Quintile 

 
MALE FMHHLD ELDER  BLACK  LOWED Constant            
1339 1.5146  .6581  .1783  1.0163  -2.6888 
 (.1110) (.0000)  (.0000)  (.0232)  (.0000)  (.0000) 
 
MALE  FMHHLD ELDER  BLACK  LOWED NLF     Constant 
.2560  1.4861  .0726  .1536  .6516  1.3778      -3.2355 
(.0028)  (.0000)  (.4202)  (.0586)  (.0000)  (.0000)         (.0000) 
 

Factors associated with  being Out of the Labor Force  

 
MALE FMHHLD BLACK  LOWED Constant 
-.6539  .3308  .0031  1.4636  -.5536 
(.0000)  (.0000)  (.9628)  (.0000)  (.0000) 
  
MALE FMHHLD BLACK  LOWED FIRSTQN Constant 
-.7046  .0183  -.0316  1.3270  1.4179  -.6390 
(.0000)  (.7895)  (6437)  (.0000)  (.0000)  (.0000) 
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