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Abstract

We estimate the effects that the different financial deregulations in the U.S. have had
on the country’s income distribution. We find that the different reforms have moved
inequality in drastically different directions. On the one hand, during the late 1970s
and early 1980s, the removal of intra- and inter-state branching restrictions and the
elimination of state-varying rates ceilings decreased inequality, as they mostly enhanced
the incomes of workers in the lower tail of the income distribution. On the other hand,
the repeal of the Glass-Steagall Act in 1999 substantially increased inequality, as it
mostly and by large amounts— increased the incomes of workers in the upper tail
of the distribution. To explore the mechanisms underlying the different effects, we
also examine the responses within and across individuals in different age groups, and
compare finance vs non-finance workers. Our findings indicated that models based
solely on capital skill complementarities (CSC) are insufficient because they would
imply similar responses to all reforms. We construct a model that emphasize the
endogenous changes in the heterogeneous access (and choices) of households’ financial
products. The model naturally explains how the different deregulations impacted the
opposite tails of the income distribution by capturing the changes in the financial

markets available to households of different incomes and characteristics.
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1 Introduction

Income inequality across American workers has increased substantially over the last decades.
As a matter of fact, the Gini coefficient on total earnings climbed from just 0.31 in the
early 1960s to a much higher 0.38 in 2016.' In the meantime, the finance sector in the U.S.
also grew dramatically. For instance, the share of finance and insurace (FI) firms of the
total profits in the U.S. was only 10% in the 1950s. Today, their share is almost 30%.?
The growing trends of finance and inequality and their relationship to the different waves of
financial deregulation observed in the country since the late 1970s has motivated an extensive
and seemingly conflicted literature.® In this paper, we revisit the evidence, provide novel
results, explore the alternative mechanisms linking finance with overall income inequality
and construct a theoretical model that embeds the different mechanisms underlying the
conflicting results in the literature.

Instead of just a singular episode, in this paper we look at the three major waves of
financial deregulation that have taken place in the U.S. economy from the mid-1970s to the
early 2000s. The first major wave of deregulation is the removal of branching restrictions
(RBR). During a period spanning from the mid- 1970s until the mid- 1980s, the U.S. states
removed restrictions on both intra- and inter-state bank branching. * Notably, as we discuss
below, RBR was inherently cross-state heterogeneous, because different states enacted the
policy at different times. The second wave of deregulation took place in the 1980s, when a
federal law removed the state-level ceilings (RSC) on interest rates for all states. Interest
rate ceilings aim to preclude lenders to abuse monopoly power and charge usury rates on
the different types of loans or borrowers. Prior to 1980, interest rates ceilings for most types
of consumer and commercial loans were set by each state. The overall surge of inflation and
nominal interest rates in the country during the 1970s led to these interest rate ceilings to be
binding in some states but not in others.> In 1980, a Federal policy preempted the states to
impose those ceilings, replacing the state-specific ceilings for country-wide uniform, federal
ceilings. With RSC, the country moved from a situation with cross-state heterogeneity,
as the interest rates ceilings were binding in some states but not in others, to a situation

in which this cross-state heterogeneity was eliminated. The third major deregulation took

1See Section 2 for a detailed discussion of the data sources and additional measures.

2See de la Grandville (2017).

3Some researchers argue that financial deregulation decreased inequality (cf., e.g. Beck, Levine, and Lev-
kov (2010)), while others argue that it increased it (cf., e.g., Philippon and Reshef (2012) and Jerzmanowski
and Nabar (2013))

4Strahan (2003) details how these deregulations varied from allowing intra-state bank branching via
mergers and acquisitions to unrestricted branching across states.

°For a summary on the impact of usury ceilings, see Vandenbrink (1982) and the references therein.



place in 1999, when the Gramm-Leach-Bliley Act repealed the Glass-Steagall Banking Act
of 1933 (RGS), allowing commercial banking to be integrated with investment banking and
insurance activities. While RGS took place in the same year for all states, its impact must
have been heterogenous in light of the substantial variation in the incidence of FI across the
U.S. states.

We exploit cross-state variation to identify the effects of these major deregulations on
the income distribution in the U.S. economy. First, the effects of RBR on the income
distribution and on the income of different workers can be naturally identified exploiting
the fact that different states enacted the removal of branching regulations at different times.
The variation on measures of income dispersion associated with cross-state RBR variations
can be separated from state and year effects, as already done by Beck, Levine, and Levkov
(2010). Second, the effects of RSC on the incomes of different workers can also be identified
by exploiting the fact that the interest rate ceilings were binding in some states but not in
others. We focus on usury rate ceilings on mortgage loans in 1980 as reported in Vandenbrink
(1985) and compare these with the 30-year mortgage rate to determine whether an interest
rate ceiling was binding. The movement from heterogenous to common interest rate ceilings
allows use to separate the impact of RBR by comparing the variation of similar workers across
states, after controlling for fixed-state and common-year effects. Finally, for RGS, we exploit
the substantial variation in the employment share in the FI sectors across states as observed
in 1999, prior to the reform. Our identification assumption in this case is that the effect of
the RGS on the incomes of workers or on the measure of inequality is directly related to the
share of employment of the state in FI. Under this assumption, we can separate the effect
of RGS from other variations driven by fixed-state and common-year effects. Obviously, the
validity of our identification of the causal effects of the three reforms on inequality requires
that the indicators of financial deregulation in each state are not determined by the income
inequality in the state. We verify that this condition holds in the data.

Our main source of data on incomes (and control variables) is the U.S. Current Popula-
tion Survey (CPS). Our measurement of an individual’s income is based on his total pre-tax
annual earnings, i.e. including all income sources except asset income. We use standard
measures of income inequality, such as the Gini coefficient, the Theil index, and the logs of
the ratio between the incomes of individuals in the top 90" percentile and the bottom 10"
percentile. To measure top-income inequality we use the log of the ratio of incomes between
the 90" and the 75 percentile individuals; to measure bottom-income inequality, we use
the log of the ratio of the incomes at the 25" and the 10" percentiles. We also use more
disaggregated measures, including the incomes of individuals within narrowly defined cate-

gories, e.g. income percentiles, deciles or quartiles. For both, overall measures of inequality



and for the impact on incomes of narrowly defined groups of workers, we conduct panel
regressions using dummy variables for the reforms—or, in case of RGS, on interactions be-
tween the RGS dummy with the state FI employment shares. All regressions control for a
number of variables—discussed below— including fixed-state and common-year effects.

We find that different reforms have moved inequality in opposite directions. First, the
removal of branching restrictions, i.e. RBR, significantly reduced income inequality. We find
a significant and substantial reduction in all overall measures of inequality. We show that
the implied reduction in inequality is driven by a positive impact in the incomes of workers
in the lower tail of the distribution, while having leaving unaffected the incomes of workers
in the upper tail of the distribution.® Second, the removal of interest rate ceilings at the
state level, i.e. RSC, had a positive effect for all workers, but the effects were decreasing
with income of the worker. In general, there is some decrease in inequality associated with
RSC, but the effects are not statistically significant. Third, the repeal of the Glass-Steagal
act, RGS, increased overall income inequality. We find that RGS has a substantial and
statistically significant positive effect on the incomes of workers in the upper percentiles
of the income distribution.” To gauge a general sense of the quantitative impacts of those
reforms, RBR can be associated to a reduction in the Theil index of 3.7%, RSC to a
reduction in the Theil index of by 3%, and RGS to an rise in the Theil index by 7.5%. All
in all, the rise associated to RGS more than compensates the joint reductions associated to
RBR and RSC, but concluding that financial liberalization is necessarily associated to higher
income inequality would be a substantial mistake. Instead, we argue that the specifics of the
different reforms must be fully accounted to understand whether the effects of a financial
markets deregulation would affect more the lower or the upper tails of the distributions.

We investigate the underlying mechanisms by which the different reforms have impacted
the income distribution. First, we look whether the effects are simply driven by a direct
effect on the workers in the industry that is being deregulated, finance. To this end, we group
workers into two groups: workers in FI and workers in all other sectors (which we label NFI.)
For each year and state, we decompose the Theil index of inequality into between and within
group components. In general, we find that the major impact of the reforms in is on within-
group inequality, and not between FI and NFI. Yet, we find that the relative importance
of between- vs within-groups effects varies across the reforms. While the between-group

effects are very small for RBR and RSC, they account for a more sizeable 22% of the total

6Thus, as we discuss further below, our results confirm the earlier findings by Beck, Levine, and Levkov
(2010).

"Thus, as we discuss further below, our results confirm the earlier findings by Philippon and Reshef
(2012) and Jerzmanowski and Nabar (2013).



increase in inequality associated to RGS.® A first general conclusion, we argue that general
equilibrium mechanisms are crucial to explain the responses for workers outside finance and
must be operating, for example, to rationalize the positive effect of RBR observed on the
lower tail of the income distribution within NFI, as well as the positive effect of RGS observed
in the upper tail of the distribution of NFI. Hence, focusing only on workers on FI would
potentially miss the key impact of finance on inequality. A second general conclusion, is that
the specifics of the different reforms must explain the difference not only in the direction of
the impact on inequality but also on the relative importance of the shifts in the demand for
different types of workers and their incentives to accumulate labor market skills.

All in all, our empirical estimates indicate that capital-skill complementarity (CSC), a
leading mechanism in the literature on inequality, is not only insufficient but also misleading
for understanding the effects of financial liberalization on the distribution of income distribu-
tion. Under CSC, changes in the access and cost of capital for firms would lead to changes in
the relative demand and equilibrium prices of the different labor market skills. Thus, models
based solely on CSC predict that all deregulations would have increased the incomes in the
right tail of the distribution and overall inequality. CSC can explain the observed response
to the third deregulation, RGS, but would be at odds with the responses to the other two,
RBR and RSC.

We construct a general equilibrium model with two production sectors— finance and non-
finance— and many different types of workers. Financial markets not only affect the capital
and labor demand decisions of firms but also the workers’ labor market skill formation.
Workers of all types are endogenously sorted out across different occupations, and all oc-
cupations are employed by both sectors but with different intensities. Thus, the general
equilibrium of the model can account for the changes in the relative size of the financial
sector, can account for the differential impact of capital across the different occupations and
allows for rich worker heterogeneity to account for the differential responses to the different
reforms. A key component of our model is that workers endogenously sort out among the
different financial contractual options, and, on the basis of this endogenous selection, the
predicted response of the model for the different forms of deregulation varies for workers in
different segments of the income distribution.

In our model, the production in both finance and non-finance takes place according to
nested CES production functions. For each sector, the outer CES function determines the
intensity in the use of a large but finite number of tasks. For each task, the inner CES
functions combine one type of labor with physical capital. An expansion of finance relative

to non-finance would drive upwards the relative price of the tasks intensively used in finance,

8 As shown below, the between-effect is even higher if we look 5 years after the RSC reform.



i.e. a Stolper-Samuelson mechanism. A decline in the cost of capital would drive upwards
the price of worker skills that complement capital and drive downwards those of the skills
that substitute capital, i.e. a multidimensional CSC mechanism.

The aggregate supplies of labor market skills are determined by investment and occu-
pation choices of workers. We allow for rich workers heterogeneity along two dimensions:
absolute and comparative advantage of their talents or pre-determined skills. Absolute ad-
vantage determines a fixed component of the earnings that a worker would obtain across all
of the many occupations. Comparative advantage determines a vector of components specific
to each worker type and occupation. We assume that each worker draws iid idiosyncratic
productivity shocks for each occupation. By assuming that these shocks are Type II extreme
distributed, we end up with fairly tractable expressions for the propensity of each worker to
be assigned into each occupation and sector, as well as for the aggregate supply of skills and
for the distribution of income.

In our environment, finance firms intermediate capital to non-finance firms and to work-
ers. Factor prices and financial market regulations endogenously determine the operation
costs of financial firms, and these costs are transferred to non-finance firms and workers. To
capture the U.S. credit markets in the early 1970s, we assume a simple dual local and national
structure for financial markets. Specifically, all households have direct contact with a local
bank that acts as a monopolist in that market. Households —and firms— only participating
in local markets are offered contracts that are designed to maximize the expected net payoff
of the bank. In the opposite extreme, national markets are competitive, and households
and firms receive contracts that maximize their expected utility subject to the condition
that banks break even in expectation. To access national markets, however, households or
firms must incur a fixed cost. Finally, lending contracts can vary in their complexity. We
assume two simple extremes. On the one hand, contracts can be ’generic’: based on limited
information, their payout structure is simple and non-contingent, and hence, subject to de-
fault. On the other hand, contracts can be 'personalized” by investing more on acquiring
information and monitoring the outcomes of the borrower, the payout of these loans can be
made state-contingent. In both cases, financial contracts are subject to limited commitment.

The general equilibrium of the model endogenously generates the financial markets par-
ticipation of workers and the type of contracts chosen. These choices will also determine the
probability distribution of the labor market skills and the occupation choices of all workers,
as well as the aggregate levels and the equilibrium price of skills. The equilibrium also deter-
mines the assignment of workers across finance and non-finance sectors, the cost of capital
and all other terms of the financial contracts. Since the model allows for rich heterogeneity

of in the absolute and comparative talents of workers, it can be calibrated so that, its equi-



librium replicates the income distribution observed in the U.S. in years before each of the
three main deregulations.

The richness of the model allows us to examine its equilibrium responses to regulatory
changes that closely mimic the ones observed in the U.S. from the mid-1970s to the early
2000s. First, as discussed already and expanded further below, the key aspect of the RBR
is that it enhanced the competitiveness of local banking markets. We model this change
by assuming that those markets moved from monopolistic to competitive. Then, in the
model, local financial contracts move from giving all the surplus to the banks to giving it
to the lenders. Second, the key aspect of RSC is that it eliminates an upper limit on the
in the interest rate on contracts. In the model, this is a constraint that, if at all, would
bind for local, generic lending contracts, and this would happen more often when local
markets are monopolized. Third, the RGS would reduce the cost of introducing insurance
and investment banking features into banking contracts. We capture this change in the
model with a reduction in setup cost of personalized contracts.

At a qualitative level (quantitative work is ongoing), our model easily replicates responses
in line with our estimated effects. First, RBR impacts mostly the income of workers in the
lower tail of the distribution. In equilibrium, those were the workers who ended up in
monopolized local markets. When those markets become competitive, the better terms in
their lending contracts induce these workers to boost the formation of skills and other income-
enhancing activities. Workers at the higher income levels, certainly those in the upper tail
of the distribution, are not directly impacted since they were either already in the national
competitive markets or considering moving there.”

Second, the impact of RSC on the distribution of income can be very minor in the model
because of two reasons. First, interest rate ceilings may bind only sparingly. Second, if
binding, the removal of the ceiling may have minor and even ambiguous effects on the skill
accumulation. Moreover, the relevance of RSC may be been diminished in light of the fact
that RBR was already implemented in some states and foreseen in others, and hence, local
banking markets may have been already more competitive.

Third, the impact of RGS is mostly on the upper tail of the income distribution. In
equilibrium, high-income workers self-select into national competitive markets, and those in
the very top of the distribution are already in personalized contracts. When the cost of
personalized contracts go down, then more of the rich workers choose them, and those who
were already there would get better terms. In both cases, the key result is that their skill

formation and any other income-enhancing activities will be increased for those workers.

9The participation constraint of very poor is autarky; the participation constraint of a richer worker
would be paying the cost and moving to a competitive market.



Naturally, RGS does not directly affect workers in the lower tail of the distribution when
they are not close to choosing a personalized contract.

In all those cases, our model predicts an expansion of the finance sector. Since finance is
high-skill intensive, the general equilibrium response is an increase in the revenue of high-skill
workers. Moreover, if these deregulations also carry a reduction in the cost of intermediation,
then capital deepening would unleash the forces of capital-skill complementarity. These
general equilibrium forces in the demand for skills would interact with the skill decisions of
workers. They reinforce the direction of impacts for RGS and but only partially counteract
those of RBR and RSC.

Related Literature This paper relates to a vast literature on the economic effects of fi-
nancial deregulation, which studies the impact of banking deregulation on economic growth
(Jayaratne and Strahan 1996; Huang 2008; Freeman 2002) entrepreneurship (Black and
Strahan 2002; Kerr and Nanda 2011; Wall 2003), economic volatility and insurance (Mor-
gan, Rime, and Strahan 2004; Demyanyk, Ostergaard, and Sgrensen 2007), the wage gap
between men and women bank executives (Black and Strahan 2001), CEO behavior and
turnover (Hayes, Tian, and Wang 2015) and the banking industry more generally (Granato
2017). Strahan (2003) is an excellent summary article regarding the implications of banking
deregulation.!?

More closely related to our paper is the literature on the relationship between banking
deregulation and measures of income inequality. For instance, Philippon and Reshef (2012)
document that the level of education as well as relative wages and educational premia in
the financial sector correlate strongly with measures of financial deregulation and follow a
u-shape over the course of the 20th century.!! Our perspective is broader in the sense that
we focus on inequality measures in the whole economy, similar to Beck, Levine, and Levkov
(2010), who studies only the causal effects of bank branching deregulation on income inequal-
ity.!2
the repeal of the Glass-Steagall Act. These two reforms have been emphasized by Philippon

We extend their analysis by also considering the removal of usury rate ceilings and

and Reshef (2012), but their causal impact on income inequality has not previously been
studied.

10" Kroszner and Strahan (1999) study the political determinants of bank branching deregulation,
while Keller and Kelly (2015) focus more broadly on the political determinants of financial regulation.

HBoustanifar, Grant, and Reshef (2017) provide similar evidence for other countries. Boustanifar (2014),
in contrast, argues that wages in the finance industry did not rise in response to bank branching deregulation,
but started rising across U.S. states in the 1980s, irrespective of the particular state’s deregulation date.

2Darcillon (2016) analyzes the relationship between financial regulation and inequality for a sample of
18 OECD countries. Tanndal and Waldenstrom (2016) provide a similar analysis for the Great Britain and
Japan and Luo and Zhu (2014) for China.



Our findings for the repeal of the Glass Steagal Act confirm those of Philippon and
Reshef (2012), who find significant effects of deregulation on the upper tail of the income
distribution. Philippon and Reshef (2012) construct an index that factors the three different
reforms in the same direction. A central argument of our paper is precisely that different
forms of liberalization move inequality in different directions. Ignoring this, would make the
misleading conclusion that financial liberalization necessarily increase inequality.

This paper also relates to a large and growing literature on the general trends in income
inequality and its sources. Autor and Dorn (2013) emphasize job and wage polarization, i.e.,
increases of employment shares and hourly wages at both ends of the distribution relative
to the middle from the 1980s to 2005. One hypothesis explaining polarization is special-
ization of labor markets caused by automation, which led to an increase of low-skill service
occupations. A related literature exclusively focusses on the rise in top income inequality
(the share of income going to the top 10%, 1%, 0.1% of the workforce) since the 1980s,
cf., Piketty and Saez (2003) and Atkinson, Piketty, and Saez (2011), most of which can be
attributed to increasing labour income inequality.'® Explanations include the so-called su-
perstar phenomenon (Scheuer and Werning 2017), and entrepreneurial activities (Jones and
Kim 2015).

Our contribution to both these strands of literature is to emphasize the role of financial
market liberalization for the dynamics of inequality in both tails of the income distribu-
tion. One important difference to the literature on job and wage polarization stands out.
Unlike that literature—where one event (automation) causes incomes in both tails of the
distribution to increase relative to the middle because of spillovers—, we emphasize that
one group of reforms (bank branching deregulation and the removal of interest rate ceilings)
increased incomes in the left tail, whereas another reform (the repeal of the Glass-Steagal
Act) increased incomes in the right tail. For neither of these reforms we find spillovers from

one tail to the other.

The remainder of this paper proceeds as follows. Section 2 describes our data and Sec-
tion 3 our empirical strategy. Our main results are presented in Section 4 and Section 6

concludes the paper. A separate appendix contains additional analyses.

13See the Top Income and Wealth Database at http://wid.world/.



2 Data

2.1 Income Distribution

Our analysis is based primarily on the March Supplement of the Current Population Survey
(CPS). This data includes survey responses from households surveyed annually in March and
records information on demographics, labor force status, income, occupation and industry.
Our measure of income is total pre-tax annual earnings. We restrict the sample to include
employees between the ages of 25 and 55 who report positive earnings and are not in the
armed forces. The top and bottom percentile of income earners in each year are dropped
along with those having negative sample weights. With these restrictions our final sample
includes 2.55 million observations covering information between 1961 and 2017. State of
residence information for all states is only consistently available after the 1977 survey. So,
our empirical analyses focus on the years 1977 through 2017.** Consistent with the literature,
see, for example, Black and Strahan (2001), we exclude South Dakota and Delaware from
our analysis as the financial sector in these states was heavily influenced by the presence of
a large credit card industry.!> We compute several measures of income inequality including
the Gini coefficient, Theil index and ratios of percentiles of income earners. Figure 1 plots
the evolution of income inequality in our sample. Top inequality is measured as the ratio
of incomes at the top 90 to top 75" percentile, whereas bottom inequality by the ratio
of incomes at the bottom 25 to the bottom 10 percentile. While top income inequality
has increased since the mid-1980s, bottom income inequality declined sharply in the 1960s
declined more steadily to reach a similar level as top income inequality by the late 2000s.
The scale on the right axis shows the evolution of the Gini coefficient which has steadily
increased in our sample. Table 1 includes summary statistics of the measures of inequality

in our sample.

14CPS data is retrieved from the Integrated Public Use Microdata Series (IPUMS) and the IPUMS variable
inctot is our preferred measure of income. Data for 11 states; California, Connecticut, District of Columbia,
Florida, Illinois, Indiana, New Jersey, New York, Ohio, Pennsylvania and Texas is consistently available
starting 1962. We repeat our empirical analysis on this subsample of states for the longer time period in the
appendix.

15South Dakota and Delaware are notable for removing interest rate ceilings following the 1978 Supreme
Court decision, Marquette vs. First of Omaha. This ruling preceded the 1980 federal removal of usury rates,
discussed below, and attracted the credit card industry to set up headquarters in these two states.
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Figure 1: Evolution of Income Inequality
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Note: The figure reports top and bottom income inequality in the U.S. between 1961 and 2017 as measured in the CPS.
Top income inequality is defined as the ratio of earnings at the 90" percentile to earnings at the 75! percentile in the income

distribution. Bottom income inequality is defined as the ratio of earnings at the 25¢" percentile to earnings at the 1
The Gini coefficient is plotted on the right axis.

Table 1: Summary Statistics of Inequality Measures

percentile.

Standard Deviation

Obs. Mean Min Max  No Controls State Year State-Year
Controls Controls Controls
Log Gini Coefficient 2,058 -1.053 -1.251 -0.884 0.055 0.043 0.050 0.035
Log Theil Coefficient 2,058 -1.604 -2.002 -1.271 0.115 0.084 0.105 0.070
Log 90-10 Ratio 2,068 1.797 1.404  2.240 0.118 0.113 0.101 0.095
Log 25-10 Ratio 2,068 0.549 0.324 0.937 0.084 0.069 0.079 0.063
Log 75-25 Ratio 2,058 0.347 0.148 0.562 0.056 0.040 0.053 0.035

Notes: The table reports summary statistics for five measures of inequality. The standard deviations reported
are those from the residuals of regression which controls for state, year, and both state and year fixed effects.

2.2 Financial Deregulation

While there have been a number of reforms to financial market regulation in the last few

decades, we focus on three.'® These reforms have been emphasized previously in the litera-
ture, most notably by Philippon and Reshef (2012). We briefly describe the nature of each

reform as well as the relevant data used to identify them below:

1. Remowal of Branching Restrictions, RBR: In the 1970s, U.S. states began removing

restrictions on both intra and inter-state bank branching. Our data, based on Stra-

16See Komai and Richardson (2011) for a review of the history financial market regulation in the U.S.

since the late 18th century.
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han (2003), document these deregulations which varied from allowing intra-state bank
branching via mergers and acquisitions to unrestricted branching across states. Impor-
tantly, different states enacted these policies at different times allowing researchers to
identify a causal impact of this form of deregulation on various measures of interest.
Consistent with Beck, Levine, and Levkov (2010), we consider the date of deregulation
to be the year in which a state removes restrictions on intra-state bank branching. 7

Panel (a) of figure 2.2 shows the distribution of years of deregulation across states.

. Removal of State-level Ceilings, RSC: Usury rates specify limits on interest rates that
can be charged by lenders. Prior to 1980 these limits were determined by each state.
During the 1970s interest rate ceilings in many states became binding. In 1980, this
prompted a federal policy which preempted the state interest rate ceilings by federal
ceilings.’® The federal policy effectively removed interest rate ceilings for most types
of both consumer and commercial loans after 1980. Although this deregulation took
place in all states at the same time, different states imposed different rate ceilings
which were not always binding. We focus on usury rate ceilings on mortgage loans in
1980 as reported in Vandenbrink (1985) and compare these with the 30-year mortgage
rate to determine whether a rate ceiling was binding. Panel (b) of figure 2.2 plots the
number of states that have a binding interest rate between 1976 and 1990. Notice that
following the removal of rate ceilings in 1980, no state had biding rates. By exploiting
this state-year variation in whether a usury rates were binding, we aim to identify the

effects of removing interest rate ceilings on the income distribution.”

. Repeal of the Glass-Steagall Act, RGS: The Banking Act of 1933, more comm