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CAPITAL ACCUMULATION AND  
FAMILY ECONOMIC DETERIORATION:  

HISTORICAL CONTINGENCIES AND THE 
“GREAT RECESSION” OF THE UNITED STATES

Michael D. Gillespie

Abstract: The “great Recession” in the united States exposed contradictions between the 
economic wellbeing of families and capital. using social structure of accumulation theory, a 
qualitative institutional analysis and quantitative time-series models, I investigate historically-
contingent relations between family economic deterioration and capital accumulation. The circuit 
of capital, I argue, necessitates increasing private consumption expenditures by families, however 
with minimal governmental support. Therefore, the economic deterioration of the family expands 
under unprecedented levels of debt.
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Introduction

The “Great Recession,” the most recent economic downturn in the United States 
that began in December 2007, is sustained by the depth and breadth of mounting 
economic, financial, and social problems of middle- and working-class families. 
While those who perpetually live in or near poverty are pushed further to the margins 
of the economy during deep recessions, the current downturn has swelled these 
ranks with laboring families and middle-income households. In the post-World 
War II era, such “typical” American families contributed to the resurgence of the 
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US economy following the Great Depression, but their current struggles highlight 
their economic deterioration.

When compared with the economic conditions of corporations preceding this 
recession, contradictions emerge between an expanding capitalist economy and the 
ability of family households to participate in post-industrial capitalist society. For 
example, between 1948 and 2007, median family income controlled for inflation 
increased 156.1 percent (US Census Bureau 2008) and the proportional share of 
total income owned by the lowest 40 percent of all families—the poor and working 
classes—decreased by 18.8 percent (US Census Bureau 2009). Compared with the 
17.5 percent increase in the proportional share of total income held by the top 5 
percent of families—the economic elite—and increases greater than 600 percent 
in both the gross domestic product (GDP) and net after tax corporate profits, most 
families are clearly falling behind the economic trajectory of the United States (US 
Department of Commerce, Bureau of Economic Analysis 2009a, 2009c).

These indicators highlight the increasing marginalization of families whose 
conditions of existence deteriorated as capital accumulation grew. This recession 
provides the latest validation of the decades-long decline in the economic condition 
of families across the non-working and working poor, as well as low-, working-, 
and middle-income households. Combined, these families are a social class within 
the US political economy, where attempts to meet normative family obligations 
depend on multiple incomes negotiated in increasingly unstable labor markets (Edin 
and Lein 1997; Sidel 2006; Warren and Tyagi 2003).

Therefore, this research investigates these contradictions and their historical 
conditions by asking: Why has the economic condition of the family in the United 
States deteriorated after World War II?

Typical attention by the social sciences on the economic conditions of families 
is on the lived experiences of poor, near poor, or low-income families (Adair 2005; 
Berrick and Fuller 2005; Collins and Mayer 2010; Newman 2006; Pressman and 
Scott 2009b; Shipler 2004; Wilson 1996). This literature considers certain family 
groups within specific social institutions, for example, single-mother families 
in the welfare system (Edin and Kefalas 2005; Hays 2003; Sidel 1998; Turner, 
Danziger, and Seefeldt 2006), the downward mobility of middle-class families 
within changing labor markets (Aronowitz 1973; Frank 2007; Newman 1988; 
Pattillo-McCoy 1999), including the association between these changes, internal 
middle-class family relations, and macro-economic stability (O’Hara 1995). 
Likewise, historical, comparative, and demographic analyses insulate specific family 
groups (Boushey and Weller 2006, 2007; Danziger and Gottschalk 1995; Smeeding 
2005). Minimal attention has been given to the economic conditions of families 
broadly by combining the poor, near-poor, and working- and middle-classes.
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The substantial body of work on causes and consequences of the “Great Recession” 
focuses primarily on the financial sector and programs devised by investors (Smith 
2010), often in relation with governmental bureaucrats or elected officials (Hacker 
and Pierson 2010; McLean and Nocera 2010; Sorkin 2009). While inclusive of 
historical and comparative accounts of economic crises (Reinhart and Rogoff 2009) 
and the current housing crisis (Kotz 2009), a similar gap exists because the family 
is not central in core or marginal analyses. Some social-economic research reflects 
the experiences of particular families within the financial sector, for example the 
banking and credit activities of low-wage households (Blank and Barr 2009), or 
the growing debt poverty associated with these markets (Goodman 2009; Pressman 
and Scott 2009b), the literature is limited in linking financial and family institutions 
with the most recent recession.

While providing a substantial base for a critical analysis of families within 
the political economy, this previous work justifies a broader in-depth historical 
institutional analysis of the family as a social institution within the post-WWII social 
structure of the United States. This article first constructs an institutional concep-
tualization of the family inclusive of middle- and working-class families and those 
near and below the federal poverty threshold. Next, the theoretical approach, social 
structures of accumulation theory, guides an institutional analysis of the family as 
an institution within the post-WWII political economy of the United States. Finally, 
empirical expectations from the institutional analysis anticipate four quantitative 
time-series models testing the historical-contingency between family economic 
deterioration and capital accumulation.

An Historical-Institutional Conceptualization of the Family in 
Capitalist Society

Theoretical focus on the family, sociologically, typically concentrates on individuals 
within families, broader kinship groups, and their immediate social structure 
(Calhoun 2002: 160; Koerner and Fitzpatrick 2004; Marshall 1998: 222; Weigel 
2008; White and Klein 2008). More specific social-institutional analyses range from 
rational choice and econometric models of probable individual behavior (Almond 
2006; Becker 1988, 1991; Coleman 1998) to grand, functionalist conceptions of the 
family within an interdependent cohesive institutional system (Merton 1957; Parsons 
1955; Swenson 2004). When applied, micro- and macro-sociological institutional 
approaches are limited to analyze the economic deterioration of families and growth 
of capital post-WWII.

Rational choice, for example, neglects contradictions by limiting econometric 
models to a narrow view of predictable individual human agency within certain 
controlled contexts (Blau 1997; Collins 1975). Conflict over time does not fit such 
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models that purposefully omit unstable and fluid social conditions of existence 
(Bohman 1992; Lovett 2006). The economic deterioration of the family is the 
result of maladaptive decisions within these constrained models including the 
underinvestment in human capital and poor individual choices to secure and utilize 
resources at given moments, not over time (Becker 1991; Ermisch 2003; Goode 
2003; Popenoe 1993).
Functionalism fails to problematize conflict because stratification and inequality 

can be stabilizing, not disruptive, to the overall maintenance of the social system 
(Kuklick 1996; Miller-Cribbs and Farber 2008; Rhoads 1991). As long as the 
system overall remains functional, social change is evolutionary and disconti-
nuities are reduced to non-threatening residuals (Giddens 1986; Heiskala 2007; 
Smith 1973). Even though the family as an institution is better conceptualized 
within the functionalist perspective (Munch and Smelser 1987; White and Klein 
2008), economic deterioration balances social differentiation and stratification with 
rehabilitative norms in support of social equilibrium (Davis and Moore 1945; Merton 
1967; Swenson 2004).

Defining the family as a social institution in capitalist society

To analyze the progression of contradictions between capital accumulation and 
family economic deterioration in the United States after World War II, I conceptualize 
the family as a social institution. This historical-institutionalist approach includes 
social structure, history, and the dialectical and material conditions of existence for 
families as political and economic agents (Marx 1998; Mills 1959, [1958] 2009). 
Institutions—formal and informal rules and procedures—provide relatively enduring 
value systems that constrain changing patterns of involvement and outcomes 
between the family, polity, economy, and other structural aspects of historical and 
contemporary social life (Calhoun 2002; Campbell 1998; Marshall 1998).

As capitalist society develops over time, the economy becomes its major 
organizing factor (Heiskala 2007), and in the United States, links the needs of 
capitalist profit and accumulation for extended periods of prosperity and growth 
to the supportive contributions of families (Lippit 2005; O’Hara 2004). Political 
and economic conditions impact the nature of institutions as the capitalist mode of 
production shapes the timbre of these relationships and, as an institution, the family 
develops dialectically within the circuit of capital (Creed 2000; Horwitz 2005; Lasch 
[1977] 1995). No enterprise or industry, except the family, exists within capitalist 
society specializing in the production and reproduction of human labor as an input 
to the manufacture of commodities or for the consumption of goods and services and 
therefore, the family as a social institution developed as a set of embedded patterns 
and norms that involves reproduction, socialization and consumption (Dickinson 
and Russell 1986; Engels [1884] 2001; Zaretsky 1976).
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Specific to the United States the post-WWII family was an initial anchor for 
the economy fulfilling the expectations of mutual responsibility and consistency 
for capital (O’Hara 1995, 2004). The celebrated normative male breadwinner/
female homemaker model promoted generational reproduction through legitimate 
procreation, child bearing and initial socialization (Dickinson and Russell 1986). 
With interests in economic stabilization, the state outsourced support to a growing 
capitalist human services industry to intervene in family life when conditions of 
capitalist production threatened social reproduction (Abramovitz 1996; Ciscel and 
Heath 2001).
Families and capital also benefit from wage labor for the sustained consumption 

of goods and services to maintain reproduction of current and future generations of 
labor power. Consumption places the family and economy in a reciprocal supply 
and demand market relationship supportive of capital accumulation (Adams 1971; 
Bowles, Gintis, and Osborne Groves 2005; Zaretsky 1986). However, consumption is 
also a measure of family subsistence and economic stability to support reproduction 
and socialization. Here, families can come to experience the contradictions of 
capitalism as consumption, conspicuous or not, stratifies and differentiates levels 
of subsistence across social groups (Ehrenreich 1987; Frank 2007; Pietrykowski 
2007; Pressman and Scott 2009a; Warren and Tyagi 2003; Wayne 1986). As a result, 
minimum levels of subsistence, measured by the federal poverty line (Orshansky 
1965), become tempered by capitalist human service and welfare institutions (Edin 
and Lein 1997; Hennessy 2005; Lareau 2003; Pateman 2005).

Over time, the competitive and innovative nature of a capitalist system 
contextualizes historical changes in institutional interactions and offers a framework 
for the comprehensive analysis of the family (Horwitz 2007). Contradictory 
economic relations within the family social institution and between families 
and capital are evident through time, and an historically-contingent institutional 
analysis reflects the dialectical character of circumstances that both shape and are 
shaped by families acting within their conditions of existence in capitalist society 
(Johnson 1997; Marx 1998; Peplar 2002; Piven and Cloward 2005). Therefore, 
this framework is social and historical, exhibiting the interdependent material 
relations linking quantitative associations and qualitative conditions (Isaac and 
Griffin 1989).
Defined, the family as a social and historical institution in capitalist society 

possesses generalized roles through which they collectively, and members 
individually, act and interact within the capitalist social formation. The reproduction, 
socialization and consumption roles have commonalities across classes and time, 
and through them the family takes a social institutional form that is historically-
contingent.
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Theoretical Framework

Social structure of accumulation theory posits that at particular historical moments 
a distinctive set of economic, social, and political institutions, a social structure 
of accumulation (SSA), come together in a phase of consolidation that provides 
conditions necessary for strong and persistent capital accumulation by regulating 
class conflict and competition (Kotz 1987). Particular SSAs may incorporate or 
exclude different institutions to manage conflict, but become ever more complex 
due to inherent contradictions and labor/citizen unrest. Ultimately, the SSA begins to 
break down over time leading to economic decline during the decay phase, followed 
by, and overlapping with, a lengthy period of institutional restructuring during the 
exploration phase. Eventually a new SSA consolidates fostering renewed economic 
prosperity (Gordon, Edwards, and Reich 1982). A Marxist theory of long-swing 
change in capitalist economies, SSA theory focuses on historically-contingent 
relations between capital and labor within the mode of production incorporating 
social institutions that mitigate contradictory social conditions.

SSA theorists have provided a detailed analysis of the social institutions that 
produced the period of sustained economic growth immediately after World War II 
(Bowles, Gordon, and Weisskopf 1990). This post-WWII SSA in the US includes a 
consolidation phase from about 1948 through 1966, a decay phase from about 1966 
through 1979, and a phase of overlap between decay and an initial exploration for 
alternatives from about 1979 through the early 1990s. There is disagreement on 
whether a newly consolidated SSA has formed (Diebolt 2002; Reich 1997; Tabb 
2010), however beginning about 1992, this analysis considers the most recent phase a 
prolonged exploration through expanding neoliberal institutions and social relations 
(Kotz 2003; Kotz and Wolfson 2004; Kotz 2008; Kotz 2009; Wolfson 2003).

Analyses of the post-World War II SSA in the US have focused on four 
institutional pillars: a limited capital-labor accord, the capitalist-citizen accord, 
Pax Americana, and muted inter-capitalist rivalry (Bowles, Gordon, and Weisskopf 
1990). Supported by the New Deal’s financial regulatory structure following the 
Great Depression (Wolfson 1994), these core institutions impose most directly on 
capital accumulation. The family, theoretically, falls within the capital-labor and 
capitalist-citizen accords, and the financial regulatory structure, but SSA theory 
has traditionally focused on class conflicts between labor and capital with minimal 
consideration on the family itself. O’Hara (1995, 2004), most significantly, has 
attempted to intersect the family with macroeconomic stability, but focuses on 
household labor and internal family dynamics at a level below the political economic 
family institution in capitalist society.

The critical position of the state to support accumulation has been discussed as 
underlying the set of core SSA institutions but, until recently, has been undertheorized 
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(Gordon, Edwards, and Reich 1982; Shoch 1994). Some have utilized consistencies 
between O’Connor’s (1973) theory of the capitalist state and the SSA approach, 
where social conditions amenable for capital accumulation are a product of the state’s 
contradictory fiscal legitimization and accumulation roles (Carlson, Gillespie, and 
Michalowski 2010; Kotz 1987). Others have expanded on O’Connor moving beyond 
finances toward broader system legitimization through policy interventions that 
balance opportunities for class factions within a strategic institutional environment 
(Gough 1979; Jessop 2002; Jessop 2007). Here, the capitalist state is considered the 
latter—a strategic social sphere generating the conditions necessary for a vigorous 
circuit of capital. A product of social relations, the capitalist state is therefore a 
welfare state to balance the wellbeing of both capital and citizens, and thus the 
capitalist-citizen accord is the capitalist-state-citizen accord to regulate class factions 
in contribution to the prosperity of the postwar capitalist United States.

The following qualitative institutional analysis outlines policies generated 
within the capitalist welfare state of the post-WWII United States to negotiate 
contradictions between the economic conditions of the family as an institution and 
of capital. This analysis, over the phases of the post-WWII SSA, explores how the 
family’s primary contribution to the circuit of capital—through reproduction then 
consumption—shifts as the strategic balance of welfare for capital and welfare for 
families defines the conditions of existence. This change, from a publicly provided 
safety net for social reproduction to private self-sufficient consumption, underscores 
the economic deterioration of families in the name of capital accumulation.

Institutional Analysis: Family Economic Deterioration over the 
Post-WWII SSA

Understanding a consolidated SSA requires understanding its preceding exploration 
phase. For the post-WWII SSA, the 1933–47 period of exploration includes the 
core years of the Great Depression and World War II. The first part of this period 
generated high levels of structural unemployment, the displacement of many 
workers across sectors, and labor unrest. Specifically from 1944 to 1947, the social 
institutions that together would constitute the new SSA emerged and consolidated.

The 1935 National Labor Relations Act, 1938 Fair Labor Standards Act, and 
1947 Taft-Hartley Act composed the capital-labor accord for the enterprises most 
fundamental to economic growth, but excluded agricultural workers, domestic 
servants, the self-employed, small business owners, and their employees (Bennett 
1996; Bernstein 1985; Derber 1970; Gordon, Edwards, and Reich 1982; Santoni 
1986). These institutions allowed labor to organize and collectively bargain, 
provided job safety and security, and balanced expanding production with new 
consumption norms as real wages and cost of living increases were indexed to 
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productivity (Albelda and Tilly 1994; Brandes 1976; Kotz 1987). The capitalist-
state-citizen accord, through the Social Security Act, mediated labor-market risks 
with social insurance and welfare state policies for the unemployed and in old 
age. Means-tested public assistance programs, such as Aid to Dependent Children 
(ADC) and General Assistance were available when breadwinners were displaced 
from the labor force (Bowles, Gordon, and Weisskopf 1990: 53–61). To stabilize 
demand for goods and services, the banking and financial industry was compart-
mentalized and interest rates were capped through the 1933 Glass-Steagall Banking 
Act, the 1934 Securities and Exchange Act provided federal oversight of banks 
and markets, and the 1935 Banking Act promoted thrift with the Federal Deposit 
Insurance Corporation (Calder 1999; Gilbert 1986; Lippit 2010; Poon 2009; Wolfson 
1994). Additionally, to promote home-ownership, the National Housing Acts of 
1934 and 1938 institutionalized the Federal Housing Administration (FHA) and 
Federal National Mortgage Association (FNMA) (Colton 2003; Fisher 1933; Harriss 
1951; Schwartz 2006).

The New Deal created a capitalist welfare state to address the needs of capital 
for aggregate demand by providing laboring and middle class families the means 
to consume capitalist goods in support of the reproduction of labor power and the 
booming economy. However, the post-WWII SSA only included those families 
covered by the capital-labor and capitalist-state-citizen accords; the real living 
wages, job security, health, education, and access to a family home in support of 
social reproduction contrast with the conditions for those families left at the margins. 
For the latter, work was reinforced by restricting aid and relief in exchange for their 
labor power in low-wage sectors (Katz 1996; Quadagno 1984). Through both sets 
of relations, however, capital was provided an adequate supply of labor and durable, 
but different, markets for consumption.

Consolidation: 1948–66

The consolidation phase of the post-WWII SSA was a period of booming economic 
conditions including rising productivity and corporate profits, low inflation and 
unemployment, high levels of investment, and increasing real wages (Bowles, 
Gordon, and Weisskopf 1990).

In these conditions, the capital-labor accord was supplemented by the labor rights 
protections of the Landrum-Griffin Act, employment opportunities for displaced 
workers by the Manpower Development and Training Act, and the equal pay for 
equal work by the Equal Pay Act. Amendments to the Social Security Act expanded 
the capitalist-state-citizen accord to previously excluded families, most important 
when ADC was replaced by Aid to Families with Dependent Children (AFDC) in 
1962, the 1964 Federal Food Stamp Program, and the 1965 implementation of the 
Medicare and Medicaid health insurance programs for the aged and the poor. For 
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the first time, poor mothers were given access to public assistance absent a bread 
winner, even as most benefits were linked to community service or work obligations 
(Neubeck 2006). Extensions were built into the financial regime that separated 
commercial banking and insurance, extended interest rate caps on savings accounts, 
offered low-income rent supplements, and banned housing discrimination among 
other civil rights.

Despite placative public cash assistance, food supplements, and health care 
programs, the postwar economic expansion was not even. The capitalist welfare 
state continually rebalanced private profitability with class compromises to 
maintain a pool of surplus labor (Block 1987; Piven and Cloward 1997), and 
family breadwinners, enduring inequalities between capital and the lower-classes, 
between men and women, and between whites and non-whites had problems 
finding and holding steady jobs (Albelda and Tilly 1994). As critics addressed these 
contradictions (Galbraith 1998; Harrington [1962] 1997), families outside of the 
economic trajectory of the United States languished despite the steady circulation 
and accumulation of capital. By 1966, the post-WWII accords provided a selective 
safety net for working- and middle-class families as poor families were left without 
the basic means to sufficiently perform their institutional roles (Goldfield 1993; 
McAdam 1982).

Decay: 1966–79

SSA theorists argue that the decay of the post-WWII SSA occurred in two distinct 
sub-phases, the first from 1966 overlapping in 1973 with the second, which ended 
in 1979 (McDonough 2008; Michalowski and Carlson 2000). The first sub-phase 
included falling rates of productivity and profits resulting in slow wage growth and 
rising unemployment, as the latter witnessed stagnating profit levels, accelerating 
inflation, rapidly increasing unemployment, and declining real wages (Bowles, 
Gordon, and Weisskopf 1990).
In the first sub-phase of decay, a widening wage gap developed between the core 

sector of dominant manufacturing and industrial firms and the secondary sector of 
marginalized labor. Race- and gender-based income inequality propelled civil and 
welfare rights, black power, and feminist groups to demand economic justice by 
directly challenging the capital-labor and capitalist-state-citizens accords (Gordon, 
Edwards, and Reich 1994). A series of court rulings ended restrictive practices 
denying poor single mothers and families of color access to public assistance, 
stressing welfare rolls with a stark increase in recipients. Because capital could no 
longer depend on this marginal pool of labor to sustain economic growth, the 1967 
amendments to the Social Security Act created the Work Incentives Program (WIN) 
to entice recipients to voluntarily work in exchange for certain welfare benefits. WIN 
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was renewed and made a requirement for aid by the 1971 Talmadge Amendments 
to the Social Security Act—work for welfare was no longer voluntary.

The second sub-phase of decay was in part the result of the strategic challenges to 
the power relations between capital, the federal government, citizens, and families. 
By the mid-1970s, increased production costs, rapidly rising unemployment, wage 
stagnation, growing inflation, and rising citizen unrest threatened corporate profits 
and contributed to a severe recession and accelerated downturn in the early 1970s 
(O’Connor 1973; Piven and Cloward [1973] 1997). Social spending was constrained 
at the same time capital cut wages, formally challenged union power, and relocated 
manufacturing to areas in the West, Southwest, and abroad where labor was weak 
(Burawoy 1979; Gordon, Edwards, and Reich 1982; Sugrue [1996] 2005). As a 
result, the fate of working- and middle-class families generated a dilemma for the 
federal government: sustain legitimacy by supporting labor and citizens through 
the post-WWII SSA or address the economic imperative for capital accumulation. 
The response signaled a shift in the conditions of existence for families.

Demands for consumption began to outweigh demands for labor power and relief 
for families mirrored the profit motives of capital. Most important, to promote 
consumption and low-wage work, the 1975 Earned Income Tax Credit (EITC) 
provided a wage supplement to augment the annual earnings of low-income families. 
Other programs managed demand, such as the supplemental food program for poor 
mothers, but the EITC especially targeted direct relief by reinforcing the labor 
force participation of the working poor as access to the means of consumption was 
sustained by low-wage workfare (Danziger and Haveman 2001; Goldberg and 
Collins 2001; Schiller 1998).

In addition, access to and use of credit also promoted the consumption roles 
of families. For example, the capitalist welfare state banned discrimination in 
consumer loan and credit applications through the 1974 Equal Credit Opportunity 
Act, providing for  the first  time, new means of consumption to non-whites and 
women, and the 1977 Community Reinvestment Act obligated federally-insured 
depository institutions to invest in and serve their local populations (Bostic and 
Lee 2009; Manning 2000; Scholz and Seshadri 2009). Credit and debt were 
legitimized through a series of consumer protections in credit reports, billing 
privacy, bankruptcy proceedings, and other data disclosures. Capital was supported 
in 1978 by the US Supreme Court’s Marquette v. First of Omaha ruling which 
dismantled state interest rate caps and opened the credit industry to use higher rates 
(Calder 1999; Gelpi and Julien-Labruyere 2000). With jobs and wages becoming 
more elusive, the reproductive role of families waned as the capitalist welfare 
state sanctioned consumption with workfare, consumer credit, and loosening 
financial regulations.
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Prolonged decay and initial exploration: 1979–92

The 1980s marked the emergence of a new era of exploration, even as the old SSA 
continued to decay. High inflation and unemployment—Stagflation—emerged as 
minimal wage growth and productivity buttressed low levels of investment and 
sluggish corporate profits (Bowles, Gordon, and Weisskopf 1989). The initial 
exploration for alternatives to reinvigorate capital accumulation addressed the 
wide-spread underconsumption of families with access to banking and credit 
markets. In this phase of “business ascendency,” the capital-labor and capitalist-
state-citizen accords, along with the financial regulatory regime, were dismantled 
and replaced with a new liberal institutional structure (Reich 1997; Wolfson and 
Kotz 2010).

For example, the 1981 Omnibus Budget Reconciliation Act cut public assistance 
rolls while expanding mandatory WIN requirements and the 1983 Social Security 
Amendments increased the age for full benefits while delaying cost of living 
increases. Most prominent, the 1988 Family Support Act replaced WIN with the 
Jobs Opportunities and Basic Skills Program (JOBS), requiring women on welfare, 
even with children younger than three, to find work or enroll in training programs in 
exchange for basic benefits. Concomitant with these changes, low-wage workfare 
replaced direct income assistance as the EITC was indexed to inflation in 1987 and 
later expanded in 1990. Self-sufficiency and personal responsibility became clear 
characteristics of the conservative, liberalized reorganization of the United States 
(Ehrenreich 1987; Rubin 1994).

Deregulated capital mobility under this liberal institutional structure began in 
1980 with the repeal of regulations on state usury laws by the Depository Institutions 
Deregulation and Monetary Control Act (Gilbert 1986). The 1982 Garn-St. Germain 
Act eased constraints on the mortgage industry and the Alternative Mortgage 
Transaction Parity Act permitted the use of variable interest rates (Campbell and 
Hercowitz 2006; Garcia, Lardner, and Zeldin 2008). Mortgage markets became a 
mechanism to spark economic growth as the 1984 Secondary Mortgage Market 
Enhancement Act eased restrictions on mortgage-backed securities, the 1986 Tax 
Reform Act allowed for investments in these securities at different levels of risk, 
the 1989 Financial Institutions Reform, Recovery and Enforcement Act opened 
the housing sector to private mortgage firms, and the 1992 Federal Housing 
Enterprises Financial Safety and Security Act targeted Fannie Mae and Freddie 
Mac to increase credit market access for underserved populations (Bostic and Lee 
2009; Colton 2003).
In sum, promoting homeownership and consumer credit gave financial capital 

leverage to connect families with their most important asset, the family home. 
Deregulation relaxed the restrictions on home loans through private lenders and 
expanded their availability to a diverse set of borrowers at variable rates despite 
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the continual stagnation of wages, rising unemployment, and increasing number of 
dual-earner households. In turn, the circuit of capital and the family as an institution 
were maintained by supplementing low-wage employment and tax credits with 
increased access to consumer debt (Barba and Pivetti 2009; Foster 2006; Warren 
and Tyagi 2003).

Neoliberalism 1992–2007

The liberal institutional structure of the 1980s and early 1990s translated into a 
period of neoliberalism that replaced a system of long-term stable human relations 
with short-term deregulated contracts for private economic gain (Harvey 2005; 
Kotz and McDonough 2010). From 1992 through 2007, as the level of outstanding 
consumer loans exploded, GDP per capita increased at a rate nearly three times the 
median family income, and the fixed stock of private capital grew by 56 percent 
(Federal Reserve Board 2010a, 2010c; US Census Bureau 2008; US Department 
of Commerce, Bureau of Economic Analysis 2010c).
As eligibility for social security and welfare benefits were increasingly restricted, 

the expansion of workfare became the hallmark of the capitalist welfare state. 
Most profound, AFDC was replaced with the Temporary Assistance for Needy 
Families program (TANF), one part of the greater “welfare reform” of the 1996 
Personal Responsibility and Work Opportunity Reconciliation Act (PRWORA). 
TANF provided block grants to states for welfare services with incentives to reduce 
rolls through strict time-limits for relief and forced education, training, and work 
as a condition of aid. TANF exemplifies neoliberalism’s mandate on short-term, 
market-based contractual relations by obligating recipients to work despite increasing 
competition for jobs (Lafer 2002; Morgen et al. 2006; Piven et al. 2002). Even as 
norms of reproduction, socialization, and consumption were increasingly harder to 
meet, the capitalist welfare state fixated on accumulation and profitability, leaving 
middle- and working-class families, the working and non-working poor impaired 
to act on their own behalf.
The deregulation of the financial sector dominated the neoliberal period where 

in 1994, for example, barriers were removed so banks could open branches in other 
states, then in 1997, merge across state lines. Most important, the 1999 Graham-
Leach-Bliley Act repealed Glass-Steagall allowing investment and commercial 
banks, as well as insurance companies, to again be housed in one firm. Coupled 
with the 2000 Commodity Futures Modernization Act and 2003 American Dream 
Downpayment Initiative, deregulating the trading of financial derivatives, like 
credit- and mortgage-backed securities, allowed banks to promote consumption 
and consumer debt, and then sell, and re-sell, these liabilities to willing investors 
(Barth, Brumbaugh Jr., and Wilcox 2000; Mulder 2006; Scheer 2010).
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Ultimately, the neoliberal deregulation of the finance industry made it possible 
for banks to offer mortgage loans and consumer credit to risk-averse, but 
willing, consumers—women, low-income families, and people of color typically 
discriminated against in housing credit markets. These subprime markets allowed 
families to contribute to the circuit of capital by refinancing old loans or originating 
new obligations. Sparking an industry ready to benefit from these marginalized 
groups, finance capital balanced risky loans with variable interest rates and profit 
potential by moving this risk through securities markets (Calem, Gillen, and Wachter 
2004; Capozza 2006; McLean and Nocera 2010).

Empirical Expectations

Summarized in Table 1, the institutional analysis argues that the deterioration of 
families benefits capital accumulation. Underlying this association, and sustained 
by the deregulation of finance capital, is the shift in the relationship between the 
family as an institution and the broader political economy from the reproduction 
of labor power to the completing of the circuit of capital via consuming goods 
and services on an ever-increasing scale. As a result economic inequalities and the 
downward mobility of families across the middle-, working-, and poverty-classes 
through unprecedented levels of consumer debt signals the economic deterioration 
of families in the United States.

The following models take measures of family economic deterioration in 
comparison to the rate of capital accumulation in the post-WWII period. Overall, 
moderated by financial deregulation, these expectations anticipate positive 
relationships between accumulation and increasing household debt, but inequalities 
between families and their deteriorating wealth under the burdens of debt unable to 
meet their obligations, are not expected to significantly impact capital accumulation.

Expectation #1: Capital accumulation depends on family debt and has a strong 
positive relationship with it until the family deteriorates during the neoliberalism 
phase.

Expectation #2: The relationship between inequality in family incomes and 
capital accumulation is expected to be weak and positive, if not null, across SSA 
phases because the capitalist welfare state has little incentive to eradicate income 
inequalities outside of tax incentives for low-wage employment.

Expectation #3: The merger of commercial banks primarily functioned to 
constrain competition and concentrate profits, not promote the growth in the fixed 
stock of the entire corporate sector (Reinhart and Rogoff 2009; Scheer 2010). 
Therefore a weak positive relationship is anticipated between the concentration of 
the banking sector and capital accumulation.
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Data and Methods

Variables

National US annual time-series data on capital accumulation, family deterioration, 
financial deregulation, and capital’s tax share are used beginning in 1948, the first 
year theoretically indicated as the consolidation of the post-WWII SSA in the United 
States, through the start of the economic recession in December 2007.1

The primary independent variable in each model is a measure of the economic 
condition of families and their ability to privately contribute to their own welfare. 
First, the annual average total consumer credit outstanding is the level of new and 
ongoing private credit obligations for the purchase of goods and services measuring 
dependence on credit to meet the consumption needs of families and reflects the 
increasing number of debt-poor families in the United States (Barba and Pivetti 
2009; Pressman and Scott 2009a; Pressman and Scott 2009b).

Second, the household debt ratio compares the total household liabilities 
assumed by families with their ability to pay down these obligations through 
their disposable personal income. Total household liabilities are the annual sum 
of new and outstanding home mortgage and consumer credit loans that allow 
households to supplement or replace income from wages or income transfers from 
the federal government, and guarantee some level of effective demand by increasing 
the purchasing power of families (Blundell, Pistaferri, and Preston 2008; Wolff, 
Zacharias, and Caner 2005). Disposable personal income is the amount of money 
available to households and families after taxes and transfers are deducted from their 
annual income and controls for wages through employment, changes in population, 
fluctuation in prices, and the general volume of economic activity over a given 
period (Teplin 2001).

Third, the liabilities-to-assets ratio compares the amount of outstanding household 
debt for the purchase of homes and durable goods to the total current value of their 
assets. Replacing disposable personal income with the sum of the value of the family 
home and consumer durable goods at current replacement costs, this ratio measures 
relative changes in family worth, an indicator of the economic imbalance of families 
described as being “underwater” (Goodman 2009; Pressman and Scott 2009b).

Finally, the income inequality ratio compares social classes through the aggregate 
share of total income going to the top 5 percent of families to that going to the bottom 
40 percent. Often, changes in family income is measured for the “middle class,” 
however there is little agreement on a definition for this large and fluid demographic 
group (Danziger and Haveman 2001; Pressman 2007; Rank 2005; Thurow 1985). 
Juxtaposing the share of income of the economic elite with that of the working poor 
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and poverty classes, changes in income inequality reflects the status of the most 
stable, affluent families in comparison to the most vulnerable overtime.

Included as an independent variable is the number of total unassisted mergers 
of commercial banks to measure the pace and magnitude of the financialization of 
the post-WWII period (Reinhart and Rogoff 2009). Commercial banks have grown 
more important to the overall economy as the private financial industry increasingly 
seeks markets for thrift and credit services. To promote private profits and fee-based 
incomes from diverse financial products, unassisted merger and acquisition activities 
build a geographically broad clientele and increase market power by constraining 
competition (Pilloff and Santomero 1996; Spiegel and Gart 1996). The merger 
of commercial banks provides a gauge of the finance industry’s impact on the 
circuit of capital under the deregulatory nature of neoliberal policy (Tabb 2010), 
especially as they become “too big to fail” (Goodman 2009; Sorkin 2009; Wolfson 
and Kotz 2010).

In addition, capital’s tax share controls for taxes paid by corporate firms to 
the federal government indicating the redistribution of capital income directly to 
the federal government or to labor. This measure is similar to those used by SSA 
theorists in previous time-series analyses (Bowles, Gordon, and Weisskopf 1986; 
Gordon 1991).

The dependent variable, total capital accumulation, is the combined net stock of 
private, nonresidential fixed assets in the financial and nonfinancial domestic US 
corporate business sector. This measures the total value of structures, equipment, 
and software that are owned by private corporate entities, and is comparable to 
measures used in SSA literature (Bowles, Gordon, and Weisskopf 1990; Weisskopf, 
Bowles, and Gordon 1983). However, previous SSA work most often focuses on 
the nonfinancial sector, the measure employed here considers the growth of the 
financial services industry and the increased use of credit mechanisms by families 
combining finance and non-finance capital as reported by the Bureau of Economic 
Analysis (2009b).

Time-series analysis procedures

Univariate analysis

The form of each univariate series was determined first by examining time-series 
plots for each variable across the entire post-WWII SSA and within each of the 
identified sub-phases. Next, univariate descriptive statistics, Jarque-Bera tests for 
normality, examination of univariate correlograms and Ljung-Box Q-statistics 
to assess autocorrelation and nonstationarity in the mean of each series, and 
performance of Dickey-Fuller and Augmented Dickey-Fuller unit root tests were 
conducted (see Cromwell, Labys, and Terraza 1994 for a description of these tests). 
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If the null hypothesis of a unit root was not rejected at the p < 0.05 level, the series 
was differenced appropriately and tests for normality and autocorrelation were 
again performed and accepted when the series failed to reject the null hypothesis 
of stationarity at p < 0.05. A final univariate model was estimated to include 
autoregressive and/or moving average parameters to correct for these processes.

When each univariate model met these assumptions, a Chow breakpoint stability 
test examined the historical stability of each variable across the periodization of 
phases of the post-WWII SSA. The Chow test compares the full post-WWII series 
model with separate models for the 1948–66 consolidation phase, 1967–73 first 
decay sub-phase, 1974–79 second decay sub-phase, 1980–92 prolonged decay and 
initial exploration, and 1993–2007 neoliberalism phase under the null hypothesis 
that each series does not vary across these theoretically derived and institutionally 
analyzed phases of economic growth and decline. The stability of these variables 
is rejected when the likelihood ratio statistic is significant at the p < 0.10 level, 
supporting  the hypothesis of historical contingency. Separate period-specific 
univariate models were estimated to determine their proper form and tested for 
normality, stationarity, and independence, and accepted when Q-statistics in the 
first two lags failed to reject the null hypothesis of stationarity at the p < 0.05 level.2

Next, capital accumulation was regressed on each individual measure of family 
economic deterioration, bank mergers, and capital’s tax share to determine their 
bivariate relationships across and within the phases of the post-WWII SSA. This 
allowed for autocorrelation and partial autocorrelation processes to be diagnosed 
in the residuals.

For each bivariate model, correlograms and Ljung-Box Q-statistics for 
nonstationarity were consulted, and independent errors in the residuals were 
rejected at p < .05 and autoregressive and/or moving average parameters were 
added to correct for these processes. Once stationarity was established, the bivariate 
models were re-estimated and accepted when Q-statistics failed to reject the null 
hypothesis of independent errors and Jarque-Bera tests failed to reject the null 
hypothesis of residual normality. The final model was tested with the White’s test 
for heteroskedasticity under the null hypothesis of homoskedasticity and rejected at 
p < .05; if needed, the model was re-estimated using White’s correction to produce 
robust standard error estimates and t-test statistics. Finally, a Chow breakpoint test 
of the relationships across phases of the post-WWII SSA for each bivariate model 
rejected the null hypothesis of stability at p < .10, showing a significant difference 
in the relationship between capital accumulation and the predictor variables over 
the post-WWII period.3

Multivariate models were estimated first through a null model of the bank mergers 
and capital’s tax share variables, then adding one family economic deterioration 
predictor. The residuals of these models were assessed for stationarity through 
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Q-statistics, Jarque-Bera tests for normality, White’s tests for heteroskedasticity, 
and Chow breakpoint tests for stability. Corrections were made until they were 
stationary, normally distributed, and corrected for heteroskedasticity.4

Finally, after these preliminary diagnostics and iterative model building procedures, 
each capital accumulation model was analyzed across the full post-WWII SSA. 
In separate models, total capital accumulation was regressed on each of the four 
family variables, each including the merger of commercial banks and controlled for 
capital’s tax share. The residuals from these regressions were used to produce auto-
correlation and partial autocorrelations functions, Ljung-Box Q-statistics associated 
with these autocorrelations were examined, and the null hypothesis of independent 
errors was rejected when any of these statistics was significant at the p < 0.05 
level. In the presence of serial correlation, autoregressive and/or moving average 
parameters were added to the model until stationarity was achieved. Normality of 
the residuals was tested using the Jarque-Bera test, and the White’s test for hetero-
skedasticity was performed. The Chow breakpoint test for model stability in the 
relationship between capital accumulation and family economic deterioration across 
the phases of the post-WWII SSA was rejected at p < .10. Stability was rejected for 
each model as estimates differ significantly across SSA phases, and therefore full 
post-WWII and SSA phase-specific results are provided. Each of the four models 
includes unstandardized and standardized regression coefficients; these observed 
relationships are not causal but correlational, and show the pattern of historically-
contingent effects.

Results

Table 2 presents the results from the multivariate time-series regression analyses of 
the relationship between capital accumulation and family economic deterioration 
across and within the sub-phases of the post-WWII SSA. For each model, estimates 
of the unstandardized slope and standard coefficients (in parentheses), the processes 
responsible for autocorrelation in the residuals (error), the adjusted-R2 values and 
y-intercepts (constant), and the Chow breakpoint tests (Chow LR Test) are provided.
The first empirical expectation anticipated capital accumulation’s dependence on 

family debt until the period of neoliberalism. The pattern of effects between capital 
accumulation and total consumer credit outstanding (Model 1), the household debt 
ratio (Model 2), and the liabilities-to-assets ratio (Model 4) provide support for this 
expectation. Significant positive effects in Model 1 over the full post-WWII SSA 
(β = .547), the second decay sub-phase (β = 1.073),5 prolonged decay and initial 
exploration (β = 1.066), and positive, but weak, during the consolidation phase 
(β = .347, p < .10) shows that growth in the use of credit enhanced the rate at which 
capital accumulated. Like the level of consumer credit outstanding, the relationship 
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Table 2 Models of capital accumulation on family economic deterioration

Full SSA
1948–2007

Consolidation
1948–66

Decay 1
1967–73

Decay 2
1974–79

Prolonged 
Decay and 
Initial 
Exploration
1980–92

Neoliberalism
1993–2007

Model 1, Total Consumer Credit Outstanding
Consumer Credit 
Outstanding

.0002**
(.547)

.0003+
(.347)

.0000
(.097)

.0005*
(1.073)

.0003**
(1.066)

.00002
(.069)

Unassisted Mergers –.004*
(–.047)

.015
(.204)

–.023
(–.552)

.015
(.196)

–.0004
(–.006)

–.014
(–.150)

Capital’s Tax Share –.054**
(–.187)

–.069*
(–.454)

.019
(.130)

–.256+
(–.502)

–.171*
(–.399)

.018
(.064)

Constant .027** .045** .030* .018+ .024** .031
Error AR(1) MA(1) WNR WNR WNR WNR AR(1)

MA(1)
Adj. R2 .728 .382 .000 .809 .687 .799
Chow LR Test 74.047**

Model 2, Household Debt Ratio
Household Debt Ratio –.036

(–.042)
–.096
(–.074)

.216
(.386)

1.034*
(1.038)

.463+
(.574)

–.449**
(–.727)

Unassisted Mergers .001
(.007)

.024
(.327)

–.014
(–.350)

.009
(.113)

.010
(.158)

.016
(.168)

Capital’s Tax Share –.060**
(–.206)

–.084*
(–.553)

.027
(.182)

–.217
(–.425)

–.050
(–.117)

–.018
(–.065)

Constant .037** .057** .033** .013 .023** .047**
Error AR(1) MA(1) WNR WNR WNR WNR AR(1)
Adj. R2 .621 .255 .000 .676 .041 .811
Chow LR Test 74.294**

Model 3, Income Inequality
Income Inequality .002

(.005)
–.013
(–.038)

–.023
(–.099)

.882
(1.103)

.110
(.225)

.005
(.025)

Unassisted Mergers .001
(.007)

.021
(.283)

–.025
(–.601)

–.044
(–.552)

–.010
(–.149)

–.011
(–.122)

Capital’s Tax Share –.057**
(–.195)

–.081*
(–.534)

.024
(.163)

.265
(.520)

.044
(.102)

.016
(.057)

Constant .036** .055** .031** .012 .024 .034*
Error AR(1) MA(1) WNR WNR WNR AR(1) AR(1)

MA(1)
Adj. R2 .619 .253 .000 .000 .408 .797
Chow LR Test 58.255**

Model 4, Liabilities-to-Assets Ratio
Liabilities-to-Assets 
Ratio

.084+
(.137)

.061
(.093)

.014
(.021)

1.541
(1.680)

.239
(.294)

–.013
(–.034)

Unassisted Mergers .003
(.028)

.020
(.265)

–.023
(–.557)

.127
(1.612)

–.005
(–.074)

–.012+
(–.126)

Capital’s Tax Share –.044**
(–.151)

–.073*
(–.478)

.026
(.172)

–.744
(–1.458)

.052
(.122)

.018
(.064)

Constant .034** .052** .031* .035 .024 .034+
Error AR(1) MA(1) WNR WNR WNR AR(1) AR(1)

MA(1)
Adj. R2 .638 .258 .000 .000 .400 .796
Chow LR Test 66.971**

Notes: One-tailed significance levels: ** p < .01; * p < .05; + p < .10 (constant is two-tailed)
Error Codes: WNR = white noise residuals; AR(1) = autoregressive, order 1; MA(1) = moving average, order 1; # 
White’s Corrected Standard Errors for Heteroskedasticity; Standardized Coefficients are in parentheses
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between the household debt ratio and capital accumulation in Model 2 is supported 
by a positive, significant relationship in the second decay sub-phase (β = 1.038) and 
marginally significant in prolonged decay and initial exploration (β = .574, p < .10), 
also showing the expected strong negative relationship in neoliberalism (β = –.727).

In the second decay sub-phase, more families had access to credit through 
consumer lending for minorities and women, tax incentives for low-wage work, 
and placative consumer protections. These policy shifts led to the anticipated 
positive relationships between outstanding consumer credit and household debt 
ratio with capital accumulation as the role of the family in the capitalist welfare 
state transitioned from reproduction to the consumption. However, the extension of 
credit first benefited accumulation but the significant negative effect in neoliberalism 
shows that household debt is ultimately detrimental to the circuit of capital.
The pattern of nonsignificant positive effects in the first decay sub-phase for 

Models 1 and 2 supports the hypothesis that the capitalist welfare state, still operating 
under the former institutional arrangement, expanded the social safety net to quell 
mounting unrest (Katz 1996; Piven and Cloward [1977] 1979). In addition, for 
Model 4 a weak positive effect over the full post-WWII SSA (β = .084, p < .10), 
supports the persistent need of capital for consumption, even when dampened by 
the low values of household assets.

The growth in social inequalities in the post-WWII era informed the second 
expectation that slow rates of capital accumulation after the mid-1970s would have 
weak relationships with diverging family incomes. As reported through Model 3 
in Table 2, this expectation is partially supported by the lack of significant effects 
between family income inequality and capital accumulation. The significant Chow 
breakpoint test (LR = 58.255, p < .01), indicates instability in the estimates across 
SSA phases, but these varying relationships are not significant.
This pattern of nonsignificant effects is theoretically interesting, and illustrative of 

the conditions of existence in the post-WWII era. When inequality slowly declined 
during the consolidation phase, the bottom 40 percent of families were, at best, 
marginally covered by the post-WWII accords. Some breadwinners in working-class 
and poor families found stable employment capital needed a secondary labor force, 
but income shares between the economic elite and those at the bottom did not impact 
the rate of change in capital accumulation during the consolidation phase because 
a larger proportion of income went to those families covered by the post-WWII 
accords (Coontz 1997; Piven and Cloward 1997; Skocpol 2000). When the capitalist 
welfare state managed to support the increasing needs of poor and working-poor 
families in the decay 1 and decay 2 sub-phases, capital accumulation and the income 
growth of the top 5 percent of families also slowed, reflected by small changes in 
income inequality. Diverging incomes in the prolonged decay/initial exploration 
and neoliberalism phases are the result of the liberalization of the capitalist welfare 

WRPE 2-3b text   425 16/01/2012   09:35

The World Association for Political Economy (WAPE) 
Homepage: www.wapeweb.com  Email: wapemember@vip.163.com

CC BY-NC-SA 3.0



426 MIChAEL D. gILLESPIE

World Review of Political Economy 2.3

state, the free market, and promotion of self-sufficiency. The economic elite earn 
incomes more often through investments rather than wages, exacerbating the income 
gap between the rich and the poor, the latter of which received low-wage tax credits 
and minimal public welfare assistance—an environment eventually detrimental to 
the accumulation of capital (Kotz 2008; Wolfson 2003).

Finally, in these four models the rate of change in bank mergers appears to mediate 
the overall process of accumulation, supporting the final empirical expectation. 
However, two unexpected significant, negative relationships between the rate of 
change in bank mergers and the rate of change in capital accumulation do appear. 
In Model 1, a significant negative relationship (β = –.047, p < .05) is observed for 
the full post-WWII SSA, but not for the phase-specific models. In Model 4, the 
neoliberalism phase has a significant negative relationship (β = –.126, p < .10) 
showing that increases in the rate of bank mergers from the previous year produced a 
decrease in the rate of capital accumulation in the following year. This unanticipated 
finding argues that bank mergers functioned more to constrain competition and 
concentrate capital in the free market while not necessarily stimulating economic 
growth as wages are kept low, family debt is high, and the tax contributions of 
capital are minimized.

Discussion

Table 3 summarizes the effects of the four quantitative time-series models developed 
to test these institutional relationships. Those in boldface indicate expected 
relationships based on the institutional analysis and reflect the relationships between 
the acquisition of debt and the economic deterioration of families. These time-series 
models are not causal, nor are they intended to provide cause-and-effect arguments, 
but offer patterns of theoretically-informed effects conditioned by the macro-
institutional analysis of the family as an institution in the post-WWII United States.

Most important, the anticipated relationships between family economic 
deterioration and capital accumulation found in the second decay sub-phase and 
prolonged decay and initial exploration phases of the post-WWII SSA supports 
the conclusion that debt, and the amount of debt relative to disposable income 
exploded as the role of the family in the circuit of capital shifted from reproduction 
to consumption and welfare increasingly transitioned to workfare. The negative 
effect in neoliberalism shows how debt ultimately proved detrimental to capital 
accumulation.
Together, the pattern of these effects across the SSA phases confirms the role of 

consumer credit obligations and the level of liabilities in fueling the rate at which 
financial and nonfinancial corporations accumulate capital. Initially, the cautious use 
of consumer credit in consolidation was mediated by an institutional environment 
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promoting strong wages, a stable and growing economy, and a stigma against large, 
unmanageable debt levels (Kotz 2009; O’Hara 2002; Tabb 2010). For the jobless, 
a placative and legitimizing social safety net supported families’ reproductive role 
with cash assistance (Calder 1999; Manning 2000; Piven and Cloward 1993). As 
the post-WWII SSA decayed and alternative institutional formations were explored, 
decades-long sluggish wage growth coupled with a refashioned and emaciated 
social safety net by the liberalizing capitalist welfare state challenged families to 
maintain their consumption role. Positive significant effects until neoliberalism 
demonstrate the continued and strengthening correlation between the shift from 
reproduction to consumption and the economic deterioration of families. In the 
end, financial deregulation, social welfare retrenchment for low-wage workfare, and 
expanding access to consumer credit underscored the new norms of self-sufficiency 
and responsibility. However, economic growth, linked to the consumption of 
goods and services by families under ever increasing mountains of debt, were 
economically insolvent and unable to meet their loan obligations well before the 
“Great Recession.”

Limitations and implications

Though combining multiple modes of inquiry provide provisional and correlational 
evidence for historically-contingent such relationships, further research is needed. 
The following limitations to these models provide directions for future work.

Table 3 Capital accumulation multivariate models: summary of effects

Model Consolidation
1948–66

Decay 1
1967–73

Decay 2
1974–79

Prolonged 
Decay and 
Initial 
Exploration
1980–92

Neoliberalism
1993–2007

1. Capital Accumulation
Consumer Credit Outstanding S+ NS S+ S+ NS
Unassisted Mergers NS NS NS NS NS
2. Capital Accumulation
Household Debt Ratio NS NS S+ S+ S–
Unassisted Mergers NS NS NS NS NS
3. Capital Accumulation
Income Inequality NS NS NS NS NS
Unassisted Mergers NS NS NS NS NS
4. Capital Accumulation
Liabilities-to-Assets Ratio NS NS NS NS NS
Unassisted Mergers NS NS NS NS S–

Notes: Boldface indicates expected effect; S+ = significant positive; S– = significant negative; NS = nonsignificant
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The institutional analysis discussed two accords, the capitalist-state-citizen accord 
and capital-labor accord, as well as the financial regulatory regime. However, the 
time-series models focus specifically on testing relationships between the family, the 
state, and capital. Both the capital-labor and capitalist-state-citizen accords intersect 
with the family as an institution, but these models focus on the latter. The family 
household serves critical supportive functions to capital and labor power (Gordon, 
Edwards, and Reich 1982; Kotz 1994), but this relationship has traditionally been 
anchored by SSA theory in the capital-labor accord. To strengthen these models, a 
measure of labor’s strength relative to capital that impacts the economic wellbeing 
of families, such as the cost of the risk labor takes in escalating conflicts with 
management or the decline in union membership, could be incorporated (Bowles, 
Gordon, and Weisskopf 1986, 1989, 1990).
A second substantive limitation highlights the impact of fiscal policies on the 

economic wellbeing of families beyond credit and banking. For example, low-wage 
earners lose more of their income to taxes as a percentage of their total income, 
upfront in the form of payroll taxes (Scholz and Levine 2001), as well as when 
directly purchasing goods and services through sales tax and federal excise taxes 
often passed on to consumers by businesses (Hassett and Moore 2006; Neubeck 
2006). Moreover, taxes levied on capital gains from the economic investments 
of affluent families have traditionally redistributed income from the top to the 
bottom of the income bracket through social spending. However, cuts to capital 
gains taxes, promoted by capital and the economic elite as a means to stimulate 
economic growth, redistribute income upward intensifying income inequalities 
(Auten 1999; Boyer 2010; Goodman 2009; Manning 2000; Pizzigati 2004). In 
future work, a measure of personal taxes for both the bottom and top of the family 
income distribution should be incorporated into these models.

Despite these limitations, this analysis outlines the capitalist welfare state of 
the post-WWII United States and its attempts, leading up to the latest capitalist 
crisis, to negotiate contradictions between the economic conditions of the family 
and of capital. Through the phases of the post-WWII SSA, the family’s primary 
contribution to the circuit of capital shifts from reproduction to consumption as the 
strategic balance of welfare for capital and welfare for families defines the conditions 
of existence. This change, from a publicly provided safety net for social reproduction 
to private self-sufficient consumption, underscores the economic deterioration of 
families in the name of capital accumulation.

Appendix: Data Sources and Definitions

Independent variables

Total Consumer Credit Outstanding (CONCREDIT). The total consumer credit 
outstanding is taken from the Federal Reserve’s G-19 Release (Board of Governors 
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of the Federal Reserve System 2010). The series represents the annual (calendar 
year) average of the monthly reported levels of not seasonally adjusted outstanding 
consumer credit at month’s end.

Family Income Inequality Ratio (INCOMEINEQ). The inequitable share of family 
incomes is measured as the ratio of the proportion of aggregate family income 
going to the top 5 percent of families to that of the bottom 40 percent of families, 
comparing the economic and social elite with the poor and working poor. These 
data are taken from the US Census Bureau (2009) historical family income series on 
the share of aggregate income received by each fifth and top 5 percent of families. 
The ratio is the simple division of the bottom two quintiles into the top 5 percent 
across all families.

Household Debt Ratio (LIABDPI). The household debt ratio is the ratio of total 
household mortgage and credit liabilities (LIAB) per dollar of disposable personal 
income (DPI). This measure represents the ability of households to pay-down their 
consumption debt and the change in this ability over time. Other ratio measures 
comparing debt to income exist, including the debt service ratio of the Federal 
Reserve Board (Bucks et al. 2009; Dynan, Johnson, and Pence 2003), but this series 
does not extend to the earliest years needed for analysis.

Household Liabilities-to-Assets Ratio (LIABASSET). The household liabilities-to-
asset ratio is the ratio of total household mortgage and credit liabilities (LIAB) per 
dollar of the total value of housing and durable goods assets (ASSET). This measure 
represents the amount of debt relative to the value of accumulated wealth/assets.

Components of Ratio Series. Total household liabilities (LIAB) are the sum of 
home mortgage and consumer credit balances outstanding. These data come from the 
Federal Reserve Board’s Balance Sheet of Households and Nonprofit Organizations 
as reported in the Flow of Funds Accounts of the United States (2010b: Table 
B. 100). Home mortgage levels are found on line 33, series FL153165105, and 
consumer credit is reported on line 34, series FL153166000. The total amount of 
household liabilities is the sum of these two lines for each year, representing the 
amount of new and outstanding household consumption liabilities measured at the 
end of the calendar year.

Disposable personal income (DPI) is taken from the National Income and Product 
Accounts of the US Department of Commerce’s Bureau of Economic Analysis 
(2010a: Table 2.1, line 26). DPI is the balance of compensation from wages, wage 
supplements from employers, and other forms of income, less contributions to 
governmental insurance programs and taxes. DPI is reported in the NIPA reports as 
the annual average of quarterly disposable personal income levels that are seasonally 
adjusted at an annual rate. Therefore, the annual series is reported as the amount 
of disposable income available for consumption expenditures at the end of the 
calendar year.
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Total household asset values (ASSET) are the sum of the value of the household 
and the value of consumer durable goods at current replacement costs. These data 
come from the Federal Reserve Board’s Balance Sheet of Households and Nonprofit 
Organizations as reported in the Flow of Funds Accounts of the United States 
(2010b: Table B. 100). Household values are found on line 4, series FL155035015, 
and consumer credit is reported on line 7, series FL155011005. The total amount 
of household asset values is the sum of these two lines for each year, representing 
the total value of tangible assets measured at the end of the calendar year.

Total Number of Unassisted Commercial Bank Mergers (UNMERGERS). The 
total number of unassisted commercial bank mergers, as a measure of the finan-
cialization promoted through neoliberalism is the annual total number of mergers 
of commercial banks unassisted by the Federal Deposit Insurance Corporation. 
Reported by the FDIC’s Division of Insurance and Research (2010), this number 
is the sum of unassisted voluntary mergers, consolidations or absorptions of two 
or more institutions.

Dependent Variable

Total Capital Accumulation (CATOTAL). The total measure of capital accumulation 
is the combined total net stock of private, nonresidential fixed assets for financial 
and nonfinancial domestic corporate business sectors. These series are reported 
through the National Income and Product Accounts (NIPA) of the US Department 
of Commerce’s Bureau of Economic Analysis, Fixed Assets Table 4.3 (2009b) and 
report the valuation of structures, equipment, and software that are owned by private 
corporate entities required to file federal corporate tax returns, Internal Revenue 
Service (IRS) Form 1120 series.
The financial corporate sector, reported in line 25, is composed of Depository 

institutions, non-depository institutions, security and commodity brokers, insurance 
carriers, regulated investment companies, small business investment companies, 
and real estate investment trusts. The nonfinancial corporate sector, reported on 
line 28, are those institutions classified by the Standard Industrial Classification 
(SIC) as private, nongovernmental mining, construction, manufacturing, retail trade, 
selected services industries, transportation, communication, and utility providers 
(US Department of Commerce, Bureau of Economic Analysis 2003).

Control Variable

Capital’s Tax Share (CTSB). The share of tax payments from capital to the federal 
government represents the estimated share of the tax burden borne by recipients of 
capital income, and is based on data for personal tax and non-tax receipts, corporate 
profit tax accruals, indirect business tax and non-tax accruals, and contributions for 
social insurance. This control variable follows Gordon (1991) and Bowles, Gordon, 
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and Weisskopf (1986) and is measured by adding the total sum of corporate profit 
taxes to a fraction of personal and other indirect business taxes. The fraction of 
personal and other taxes is equal to one minus the ratio of total wage and salary 
income plus personal dividend income plus employer contributions for government 
insurance plus other transfer income, divided by the total personal income, each of 
which is taken from NIPA Table 2.1, lines 1, 2, 8, 15, and 23 (US Department of 
Commerce, Bureau of Economic Analysis 2010a). This ratio is multiplied by the 
sum of personal taxes plus taxes on production and imports plus contributions to 
government assistance, and the product is added to the total tax on corporate profits 
to produce the final measure. The tax expenditures come from NIPA Table 3.1, lines 
3, 4, 5, and 7 (US Department of Commerce, Bureau of Economic Analysis 2010b).

Notes

1. The source for each variable is outlined in detail in the Data Appendix.
2.  The final form of each series is as follows: capital accumulation is the first difference of the natural 

log; total consumer credit outstanding is first-differenced; the household debt ratio is first-differenced; 
income inequality is first-differenced; the debt-to-asset ratio is first differenced; the total unassisted 
mergers of commercial banks is the first-difference of the natural log, lagged one year; and capital’s 
tax share is the first-difference of the natural log, lagged one year.

3.  Both for stability tests and significance tests within time-series models, a p-value of .10 is used rather 
than the customary .05 because the number of degrees of freedom, particularly in the separate SSA 
phase models is low relative to the number of predictor variables. For example, in the second decay 
sub-phase there are three independent variables and only six time points. This is likely to result in 
large standard error estimates, making it more difficult to reject the null hypothesis. In addition, 
these are not sample data, hence significance tests are used to rule out chance findings rather than 
to draw inferences about a population.

4. Additional tests of models with multiple independent variables were conducted to assess the degree 
of multicollinearity between predictors and the instability of slope coefficients. The variance inflation 
factor (VIF) assessed the impact of highly correlated predictor variables on the variance of the 
parameter estimates. These estimates remain robust in the presence of multicollinearity, but the 
inflation of the variance (and hence standard errors) of the parameter estimates can make it more 
difficult to reject the null hypothesis of no relationship (Agresti and Finlay 2008).

  For these models collinearity was rejected when the VIF was greater than 2.5 (Allison 1999). 
When the VIF was greater than 2.5, the models were re-estimated excluding one of the collinear 
variables to determine if model estimates and their conclusions were impacted by the presence of 
multicollinearity.

  Multicollinearity was found problematic between all three predictor variables in the second 
sub-decay phase in two separate models—income inequality and the liabilities-to-assets ratio—but not 
across the full post-WWII SSA. This moderate inflated variance does not exist within other phases of 
across the full post-WWII SSA. The re-estimation did not change the pattern of statistical significance 
of the parameters indicating that inflation of the standard errors did not alter the conclusions drawn 
regarding the null hypothesis of no relationship.

    Another diagnostic, the condition index, is a measure of the numerical stability of slope coefficients 
affected by collinearity. Unstable slope estimates are not reliable predictors of relationships between 
the affected independent and dependent variables. All models in this analysis, even those showing 
moderate VIF values greater than 2.5 between public cash assistance and unemployment, possess 

WRPE 2-3b text   431 16/01/2012   09:35

The World Association for Political Economy (WAPE) 
Homepage: www.wapeweb.com  Email: wapemember@vip.163.com

CC BY-NC-SA 3.0



432 MIChAEL D. gILLESPIE

World Review of Political Economy 2.3

condition indices less than the cut-off of 30.0 (Belsley 1991), supporting the numerical stability of 
the estimates with and without moderate multicollinearity.

5.  The inflated standard betas in each model are due to the mild multicollinearity between predictor 
variables in these models, and with short time series, or micronumerocity, are expected (Goldberger 
1991). See the discussion of tests of multicollinearity in note 2 above. VIF and the Conditions Index 
statistics for each of the inflated standard betas indicate weak to moderate multicollinearity with VIF 
statistics ranging from 0.317 to 7.304, but the stability of the estimates is not compromised with all 
Condition Index statistics less than 6.90.

  For these models, especially their sub-phase representations, the variances can be large with a small 
number of observations, especially during the decay 2 and neoliberalism phases when social changes 
were rampant. Strong statistical results in the presence of micronumerocity may be favorable, as is 
the case here where a small number of observations generate moderate multicollinearity. For the full 
post-WWII SSA estimates from 1948 through 2007 across all eight models, both multicollinearity and 
inflated standardized coefficients are not observed. In sub-phases shaped by historically-contingent 
changes in social conditions and institutions, as the SSA eroded from 1966 through 1979 and was 
rebuilt after 1993, inflated standardized coefficients, and moderate, but constrained levels of multicol-
linearity do exist. Therefore, rather than dismiss outright the estimates of these models, as traditional 
practice might mandate, these parameters highlight the need to keep the interpretation of effects 
open to the conditions through which they are observed when investigating historical contingency 
(Griffin 1992; Isaac and Griffin 1989).
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