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* Vision ®e

- One day, the public discussion of policy issues will be grounded in an accurate
perception of the underlying economic principles and data.

* Mission
- NEED unites the skills and knowledge of a vast network of professional

economists to promote understanding of the economics of policy issues in the
United States.

* NEED Presentations

- Are nonpartisan and intended to reflect the consensus of the economics
profession.

NATIONAL ECONOMIC

EDUCATION DELEGATION

2/22/21



® o
e ° e .. .:.:.:
@dlts and Disclaimer ° e’e
°.%
e °®
o
* This slide deck was authored by: |
- Jon Haveman, Executive Director of NEED
* This slide deck was reviewed by:
- Timothy Smeeding, University of Wisconsin
- Robert Wright, Augustana University
* Disclaimer
- NEED presentations are designed to be nonpartisan
- Itis, however, inevitable that the presenter will be asked for and will provide
their own views
- Such views are those of the presenter and not necessarily those of the
National Economic Education Delegation (NEED)
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* Definition

* Recent Changes

* How does it happen?
* Does it matter?

* What to do about it

* Inequality & Coronavirus
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* Definition:
- The extent to which the

distribution of income deviates
from complete equality.

- The dispersion of income
throughout the economy.
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: Abrupt Increase in Inequality o 0,
Real family income between 1947 and 2018, as a percentage of 1973 level 0.0.
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* Increases in inequality have been consistent since late 1970s.
* Causes have not:
- 1980-2000 - Changing returns to education.
- 2000-ongoing - Shifting income from workers to owners.
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AVERAGE LOSS/GAIN
TOTAL LOSS/GAIN PER HOUSEHOLD .
INCOME GROUP IN ANNUAL INCOME* PER YEAR* .
TOP1% $673 billion more <-| 3597241 more | A
96-99 $140 billion more $29,895 more
$29 billion more
$43 billion less
Bottom 90% $194 billion less
of Households $224 billion less
$189 billion less
$136 billion less
* Compared to what incomes would have been had all income groups seen
the same growth rate in 1979-2005 as they did during previous decades.
NATIONAL ECONOMIC Source: Jacob Hacker, Yale University; Paul Pierson, UC-Berkeley
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* Labor Characteristics * Market Forces ¢

- Demographics
o Age distribution
- Personal Choices

- Technology

- Changing demand patterns

- Competition for labor
o Educational attainment

o Effort

* Government Policy
o Priorities

- Market influence
- Redistribution
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 Market Influence: PRE- * RE-distribution ¢
distribution - Tax Rates
- Characteristics of labor - Income support
o Access to education o Direct aid
- Effects on labor demand o Food stamps
o Market regulation
¢ Competition policy
o Labor regulations
* Minimum wage, overtime, health
insurance, etc.
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Source: U.S. Congressional Budget Office, “The Distribution of Household Income, 2016”, Average Income Before and After Means-Tested Transfers and
Federal Taxes, by Income Group, 2016.
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* Changing demand patterns
- Technology
- Globalization
- Industry composition
o PCs instead of typewriters
o Services instead of goods
o Professional services instead of personal services
* Competition in labor markets
- Unionization
- Market concentration
AT ek SN 2
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* Much of the technology adopted in the last 30 years has eliminated ¢

low-skill or low-wage jobs.
- Computers, advanced manufacturing equipment, steel mini-mills, automation

* There is a “winner take all” aspect of the tech-driven economy.
- This likely favors a small group of individuals.

* Both aspects increase inequality by increasing the rewards to:
- Those with significant labor market skills.
- Owners over workers
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Until it was bad for them....
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QIVIodern Example: Uber & Lyft

* Technology:
- Facilitates market power for owners.
- Reduces bargaining power for labor.
- Shifts costs of doing business onto labor.

* Modern day Robber Barons?
- Ruthlessly absorbing as much income as they can.
- Lack of regard for labor.
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* What is globalization?

* How does it affect inequality?

NATIONAL ECONOMIC

- Flow of goods, services, capital, and labor across international borders.

- For the United States, globalization is thought to lower the wages of low
skilled and hence low-wage workers relative to those of high-skilled workers

- Through a differential impact on low-skilled workers and hence their wages
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* Primary drivers: |
- Technology
- Institutions
- Globalization
* These drivers can also influence personal choices in ways that affect
measured income inequality.
- For example, educational choices or labor force participation.
o Returns to education go down, people get less education.
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* Too little inequality can: * Too much inequality can: ¢
- Reduce individual motivation - Reduce individual motivation
- Slow economic growth - Slow economic growth

* Too much inequality may also:

- Divide society - Reduce investments in public goods
- Distort political environment o Education
- Reduce political participation o Environmental protections
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* Why it might be a problem. L

- Economic issues (Efficiency)
o Increased inequality may slow economic growth.

o Or, inequality concentrates resources among investors.

- Noneconomic issues (Equity)

o Values, ethics and morals will drive individual evaluations of the level of

inequality.

* |s GDP the best measure of well being?

* Suppose you think it IS a problem. How might it be addressed?
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* RE-distribution
- Tax and transfer programs

* PRE-distribution
- Strengthen labor unions

- Collective bargaining

- Other policies that favor labor
over business owners

- Minimum wages

NATIONAL ECONOMIC
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* Other

- Reverse trends in market power

* Locally

- Employment services: job training, interview skills, or assistance with day-to-
day issues, such as child care

- Cognizance of the potential for technologies to affect worker/employer power
dynamics

o Uber, Lyft, etc.
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* It’s all about access to resources:
- Education, in particular
o Improve public education.
o Reduce disparities in quality of public education.
o Improve counseling in low-income schools.
* With respect to college — paths to success and funding.
- Investments are needed in early education, not later.
o Universal pre-K.
o Upgrade quality of elementary schools in low-income areas.
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* Income inequality is clearly increasing. “
- The economy is clearly favoring owners of productive
resources over labor.
* The causes appear to be largely driven by: e 0o 0o 0 0 o
- The market — technology, competition, and trade wwwwww
- Changing institutions. LW BN,
* Open questions are: 'n‘ w 'n' w w
- To act or not to act?
- If so, how?
* The level of inequality is a policy choice.
NATIONAL ECONOMIC
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* Resources to weather the storm.
* Racial inequities.
* Educational inequities.
* Rich are getting richer.
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W Income 1in 3 Adults Had Trouble Paying for Usual ® o o
| Household Expenses in Last 7 Days ‘.’.
Trou b es Share of adults reporting that it was somewhat or very difficult for their o ®
household to pay for usual expenses .‘
A cuts |
Black, not Latino 52%
Latino (any race) 47%
Other/multiracial, M%
not Latino
Asian, not Latino 28%
White, not Latino 27%
Note: Other/multiracial, not Latino = people identifying as American Indian, Alaska Native,
Native Hawaiian or Pacific Islander, or more than one race. Percentages exclude individuals
who did not respond to the question.
Source: CBPP analysis of Census Bureau Household Pulse Survey tables for October 28 —
November 9, 2020
NATIONAL ECONOMIC CENTER ON BUDGET AND POLICY PRIORITIES | CBPP.OR(
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Top 10 S&P Stocks vs. Bottom 490, Year-to-Date Performance )
= ' °
Top 10 S&P Stocks: »
1. Apple L
2. Microsoft
3. Amazon
4. Facebook
5. Alphabet Class A shares g
6. Alphabet Class C shares g Index
7. Berkshire Hathaway z == Remaining 430 Slocks
8. Johnson & Johnson 8 /\}v N[M/ — Top 10 Stocks
9. Visa &
10. Procter & Gamble
wa »'\'p! J‘.A
2020
Source: TrendPlaybook.com, Bloomberg
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* As of November 17, the combined wealth of 647 U.S. billionaires L
increased by almost $960 billion since mid-March, the beginning of
the pandemic lockdown.
* Since March, there are 33 new billionaires in the U.S.
* Driving this exploding inequality are 12 companies whose profits are
coming at the expense of workers and communities.
* They include retailers like Walmart, Amazon, Target, and Dollar
Tree and Dollar Store, gig economy companies like Instacart, and
food producers like Tyson Foods and private equity firms like
BlackRock.
NATIONAL ECONOMIC 8
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WEALTH OF U.S. BILLIONAIRES GROWS $1.06 TRILLION (36%) IN 9 MONTHS . .
March 18, 2020 - December 7, 2020 . [ )
Wealth
Wealth |, Crouth, | % Wealth [ )
Net Worth |Dec. 7 Real| Growth, Growth Net Worth Feb. 8 Growth, ‘
FirstName | Mar 18, | Time | Mar18to |y, gy |} Feb8 | opgp | Feb8 Source
2020 | Worth | Dec.7, | "7 w9 | U | st
($ Billions) | § Billions)| 2020 - | |($Bilions)| o' | Dec.7,
(s Billons)| 22 2020 2020
(8 Billions)
Jeff Bezos $1130 | $1844 | S714 | 632% || $1310 | $534 | 408% |Amazon
Elon Musk $246 | $1431 | $1185 | 4817% || $223 | $1208 | 5417% |Tesla, SpaceX
Bil Gates $980 | $1187 | 207 | 211% $965 | S22 | 230% |Microsof
Mark Zuckerberg | $647 | $1048 | $501 | 917% $603 | $425 | 683% |Facebook
Warren Buffett $67.5 $86.5 $19.0 28.1% $82.5 $4.0 4.8% |Berkshire Hathaway
Lary Ellson $500 | 620 | $230 | 389% $625 | $195 | 311% |Orace
Larry Page $509 $798 $289 56.9% $50.8 $200 57.2% |Google
Sergey Biin s401 | s7e | s85 | 580% $08 | s278 | 558% |Google
Steve Ballmer $527 | s20 | s02 | 384% $412 | $317 | 770% |Microsof
Alce Walton $544 | $690 | s16 | 268% $144 | S246 | 554% |Walmant
Jim Walon $546 | 688 | s142 | 269% $446 | s242 | 542% |Walman
Rob Walton $641 | 684 | $143 | 265% $443 | s241 | 545% |Wamart
MacKenzie Scolt_ | $360 | $598 | $238 | 662% NA NA NA |Amazon
Michael Bloomberg| $480 | $549 | $60 | 144% $565 | $06 | -11% |BloombergLP
Phil Knight $295 $52.1 $226 76.5% $334 $187 559%  [Nike
SUBTOTAL $8461 | $13228 | s4767 | 563% || 8211 | $5017 | 61.1%
ALLOTHERS | 521014 | $2689.0 | $5876 | 260% || $2.2899 | $3991 | 17.43%
TOTAL 529475 | $4011¢ | $10643 | 3614% || $31110 | $9008 | 29.0%
Sources: All data in table is from Forbes and available here. March 18, 2020 data: Forbes, “Forbes Publishes
34th Annual List Of Global Billionaires,” March 18, 2020; Dec. 7, 2020 data: Forbes, “The World’s Real-Time
NATIONAL ECONOMIC ™"~ i AR i i g o
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* US: 48.2%
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Any Questions? .

www.NEEDelegation.or;
Jon D. Haveman, Ph.D.
Jon@NEEDelegation.org

Contact NEED: info@needelegation.org

Submit a testimonial: www.NEEDelegation.org/testimonials.php

Become a Friend of NEED: www.NEEDelegation.org/friend.php
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