Economic Justice Class

Workshop 1 How Inequality Drives Injustice March 6, 2016

Goal: provide a broad overview on current and historic inequality in the US and the world.

Overview of Economic Inequality- Income and Wealth Inequality: Crash Course Economics https://www.youtube.com/watch?v=0xMCWr0O3Hs
· Wealth inequality North America- 20% of world population and 67% of wealth

· India and Africa- 30% of population and 2% of wealth

· World Income Inequality- richest 20% earn 83% of income; poorest 20% earn 1%

· 1820: Richest countries (Netherlands and Great Britain) had 3 x wealth of poorest countries (India and China)

· Today Richer countries (Netherlands and Great Britain) have 100 x wealth of poorest countries (India and China) and gaps are getting bigger

· Globalization has helped all people increased income and living standards for billions but has greatly increased wealth of richest (62 people have the same wealth as 3.5 billion people)

· Skill-biased technological change- technology is replacing unskilled workers.

· More low-skill low pay jobs and high-skill high pay jobs than in the past; 

· Last 30 yrs US college educated living in poverty has doubled, from 3 to 6%

· Last 30 yrs US high school educated living in poverty has risen from 6 to 22%

· Last 50 yrs the average pay of high school graduates has dropped

· Reasons for widening Income gap: technological changes, reduced unionization, tax policy, CEO pay increase

· US Income inequality 1970- poorest 20% earned 4.1% and richest 20%  earned 43%

· US Income inequality 2015- poorest 20% earned 3.3% and richest 20%  earned 50%; trend is worsening

· US has highest inequality of developed nations; other less developed countries have greater inequality

· Not a big deal- everyone is doing better so what’s the problem ?;  in last 20 years poor are getting poorer

· At some level inequality does more harm than good; many economists believe that today the level of inequality is harming society

· Methods to address Inequality: fund better education, increase minimum wage, better child care, increase taxes on wealthy, reduce regulation and “red-tape”

· Classical economist Adam Smith: “No society can surely be flourishing and happy of which the far greater members are poor and miserable”

Economic Inequality in the US: Growing Apart-  A Political History of American Inequality- Inequality 101- http://scalar.usc.edu/works/growing-apart-a-political-history-of-american-inequality/index
· Economic inequality is greater now than anytime in the last century

· 1979-Share of income to the top 1%- 8%; today- 18%

· 1979 ave hrly earnings production worker- $19/hr; today $19/hr; while GDP has more than doubled

· Real wages 1973 to 2012: lowest 10% - -0.7%; highest 10%- 31%

· Current Inequality of labor income in the US: “is probably higher than in any other society at any time in the past, anywhere in the world, including societies in which skill disparities were extremely large”- economist Thomas Piketty

· International Monetary Fund: “ lower net inequality is robustly correlated with faster and more durable growth”

· Stark income gaps reduce consumption- “ A millionaire cannot wear 10,000 pairs of shoes”

· Economic Inequality endangers democracy- the rich play a more influential role in shaping special treatment to themselves; deregulation, reduced taxes, reduced spending on collective goods (education, infrastructure)

Impacts on Society; Richard Wilkinson: How Economic Inequality Harms Societies 

We feel instinctively that societies with huge income gaps are somehow going wrong. Richard Wilkinson charts the hard data on economic inequality, and shows what gets worse when rich and poor are too far apart: real effects on health, lifespan, even such basic values as trust.

https://www.youtube.com/watch?v=cZ7LzE3u7Bw
· Countries Life expectancy vs Gross national Income of Developed Rich Countries- no correlation- even countries that are twice as rich as another have similar life expectancy

· Large differences within our societies; Poorest life shorter than the wealthy

· Relatively equal countries (ex. Japan, Sweden) have the richest 20% about 3 to 4 x the poorest 20%; Unequal countries (ex, US, Singapore) have 8 to 10 x difference

· Developed index of 10 societal health indicators (ex life expectancy, homicides, teen births); strong correlation of index to income inequality; US is off by itself in upper right corner of graph

· A countries Gross national income though is not correlated to the same index. Ex: a relatively poor country like Spain can have a relatively healthy society

· Average well being of societies in rich developed countries doesn’t correlate to national income and economic growth, what matters is the differences between ourselves.; how we spend our resources

· Trust correlated to income inequality in countries and in US states; note Wisconsin has low income inequality and high trust.

· Mental illness- US has 3 x mental illness of more equitable countries (Japan)

· Homicides – large differences from 30/million to 150/million, correlated to inequality

· Prison population  ranges from 40/100,000 (Japan) to more than 400/100,000 (US); driven by harsher sentencing

· Drop out rate, social mobility, also correlate to inequality

· Bigger income gaps lead to social dysfunction; poorer social relations (ex homicide rates, trust), health problems (ex. drug abuse, mental illness), human capital (drop out rates, teen births, math scores)

· Japan and Sweden very different societies but both are relatively equal; Japan has relatively equal earnings while Sweden has a large range but narrows through taxation, benefits.

· Doesn’t matter how you get to more equality.

· Not just poor that are effected by inequality; all social classes are effected by larger inequality

· Psycho-social effects- Valued or Devalued; superiority/inferiority; social evaluation anxiety; STRESS

· Stressful tasks vs cortisol response; What kind of stress causes the greatest cortisol response (i.e., most deleterious to our health)- those tasks with an uncontrollable “social evaluative threat” ; threats to self esteem etc.

· Conclusion: Inequality drives chronic stress which drives poor health and social dysfunction

· How to reduce Inequality: increase company democracy, increase progressive taxation, stop tax avoidance

