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* Vision .u

- 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.
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* Honorary Board: 53 members
- 2 Fed Chairs: Janet Yellen, Ben Bernanke
- 6 Chairs Council of Economic Advisers

o Furman (D), Rosen (R), Bernanke (R), Yellen (D), Tyson (D), Goolsbee (D)
- 3 Nobel Prize Winners

o Akerlof, Smith, Maskin

 Delegates: 585+ members
- At all levels of academia and some in government service
- All have a Ph.D. in economics
- Crowdsource slide decks
- Give presentations

* Global Partners: 44 Ph.D. Economists
- Aid in slide deck development
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* 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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Share of Americans who said the “economy in general” or the “gap ......
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* Definition
* Measurement
* How does it happen?
* Does it matter?
* Is it a problem?
* What to do about it
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* Definition

* Measurement
o Income Inequality
o Wealth Inequality
o Consumption Inequality
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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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* Income Inequality
- Before taxes and transfers
- After taxes and transfers

* Wealth Inequality

e Consumption Inequality
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* Measurement
o Income Inequality
NATIONAL ECONOMIC 1
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Source: Piketty and Saez, 2003 updated to 2018.
Graph by: National Economic Education Delegation (www.NEEDelegation.org)
NATIONAL ECONOMIC
m EDUCATION DELEGATION 2




5/4/21

'. ® o o o
. 0% °%°
«ent Facts on Income Inequality o o e,
.' ®
e
o
e
* Beginning in the 1970s, the income gap widened.
- Income in the middle and lower parts of the distribution slowed
- Incomes at the top continued to grow strongly
- Income shares at the very top of the distribution rose to levels last seen more
than 80 years ago
NATIONAL ECONOMIC 13
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Center on Budget and Policy Priorities, Policy Futures, Dec. 11, 2018.

Source: Chad Stone, Danilo Trisi, Arloc Sherman, and Roderick Taylor, “A Guide to Statistics on Historical Trends in Income Inequality,”
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Figure 2: Real disposable income in advanced economies by e °
income position, 1985-2016 (index: 1985=100) o ®
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Note: Unweighted average for 17 countries for which long-term data are available: Canada, Denmark, Finland,
France, Germany, Greece, Israel, Italy, Japan, Luxembourg, Mexico, Netherlands, New Zealand, Norway,
Sweden, United Kingdom, and United States. Available dataset includes Mexico, which is not an advanced
economy.
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bottom half of workers: the U.S. vs. Europ&e®e’e.
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Figure 3: Average pretax income growth of bottom 50 percent Y o
of population relative to 1980 Y
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Note: Data for Europe refer to 38 European nations.

Sources: Chancel (2019) based on Blanchet, Chancel, and Gethin (2019); Piketty, Saez, and Zucman (2018).
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Source: Peterson Institute of International Economics, “How to fix economic inequality”
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* Another way to describe income inequality is by using a Gini '.
coefficient.
* Gini coefficient — a numerical measure of the overall dispersion of
income
- Rangesfrom0-1
- 0= perfect equality — everyone has same income
- 1=perfect inequality — one person makes all income
- In practice:
- 0.5-0.7 - highly unequal
- 0.2 -0.35 —relatively equal
NATIONAL ECONOMIC n
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AVERAGE LOSS/GAIN
TOTAL LOSS/GAIN PER HOUSEHOLD .
INCOME GROUP IN ANNUAL INCOME* PER YEAR® [ |
TOP1% $673 billion more <« | 597,241 more | A
96-99 $140 billion more $29,895 more
$43 billion less
Bottom 90% $194 billion less
of Households $224 billion less
$189 billion less $8,582 less
$136 billion less $5,623 less J
* 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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o
e °
Percentile/Income Group Cutoffs [ ) ®
| o
" 1,500 d
® 1,160
o
N R
o
%)
ko)
c
®
2 501
0
£
1
g 1520 263657 4665'00 €5
25\“010 W ed\a(\ 15‘“0[0 90‘y\o/o 95“\010 gg«\u]o e’ak ‘“ea‘\\
109\
I 1975 I 2018
I Counterfactual - No Increase in Inequality
NATIONAL ECONOMIC 2
EDUCATION DELEGATION
29
® o
® o o
L 0% % °
People of Color Are Scarce at Top and Overrepresented at Bottom Y ....
U.S. Black and Latino representation, 2018 . [ ) [ ]
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Sources: Census Bureau, Economic Policy Institue, Fortune, Black Enterprise, and Al Dia News
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Share of adults living in middle-income Y [ )
households is falling .
% of adults in each income tier
Lower Uoper In this report, “middle-income” ¢
Lowest | iddle Middle middle HiShest .
2ors PO = o B households are defined as
those with an income that is
2011 20 9 51 12 8 N
67% to 200% (two-thirds to
2000 o “ . double) of the overall median
1s01 [ 56 12 s household income, after
o [T I - o B incomes have been adjusted for
household size.
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Percent of US children earning more than their parents at age 30 by year of birth, 1940-1984 ®
100% [ |
92%
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Only half of children born
70 in the early 1980s were
making more than their
parents at age 30
60
50 1 1 1 1 1 1 1
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Note: Children’s income is the sum of individual and spousal income at age 30, excluding immigrants after 1994.
Parental income is the sum of the spouses’ incomes for families in which the highest earner is ages 25-35.
Source: Chetty et al. (2017).
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Source: How to fix Economic Inequality?, Peterson Institute of International Economics, 2020

32

16



5/4/21

'. .. ®0%"°
ial Mobility across countries ®e%°%:
0.0.
Percent of men in bottom and top earnings quartiles with fathers in the bottom quartile ...
[JLRER Top quartile .

average |SIpNTN

Denmark 22
Portugal 2

Chile =
UK
Netherlands B
Spain
Hungary
Greece
Austria
Belgium

Italy

31

Ireland 31 The United States

3 ranks lowest on the
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Source: How to fix Economic Inequality?, Peterson Institute of International Economics, 2020
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Source: OECD “Under Pressure: The Squeezed Middle Class”
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Source: How to fix Economic Inequality?, Peterson Institute of International Economics, 2020
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* Measurement

o Wealth Inequality
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Distribution of before-tax income, 2016 Distribution of wealth, 2016 0.
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Bottom 90 23%
percent
50% Next 9 Next 9
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EDUCATION DELEGATION Source: Chad Stone, Danilo Trisi, Arloc Sherman, and Roderick Taylor, “A Guide to Statistics on Historical Trends in Income Inequality,”
Center on Budget and Policy Priorities, Policy Futures, Dec. 11, 2018.
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Year: Through 2019
= |ncome Inequality Wealth Inequality
Source: U.S. Census Bureau and Board of Governors
INCOME INEQUALITY is measured by the Gini coefficient.
WEALTH INEQUALITY is the ratio of the mean wealth of the top decile to median overall wealth.
Wealth data are only available for 1962, and at three year intervals beginning in 1989.
Graph by: National E ic E ion D ion (www.NEED ion.org)
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Income share Wealth share . .
Slovakia 34% . [ ) [ ]
Slovenia 49 Share of total households disposable
Belgium 43 .
Fintand - income and total household net wealth |
Austria = held by the top 10% in 2015
Denmark 64
Poland 42
Hungary 48
Norway 51
Netherlands 68
Germany 60
Ireland 54
Estonia 56
Luxembourg 49
Canada 51
Japan 4
OECD27 52
France 51
Italy 43
Spain 46
Latvia 63
Greece 42
Portugal 52
Australia 46
New Zealand 53
UK 52
us 79
Chile 58
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Source: How to fix Economic Inequality?, Peterson Institute of International Economics, 2020
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* Measurement
o Consumption Inequality
NATIONAL ECONOMIC a
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e Consumption is another important metric for judging inequality
* Arguably a better indicator of “well-being”
* Extremely difficult to measure
* Growing evidence that consumption inequality has also increased
NATIONAL ECONOMIC P
EDUCATION DELEGATION
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The Evolution of Consumption Inequality over Time as Measured by Different [ )
Papers [ |
.5 4
— —+ — - Aguiar and Bils (2015 S
Attanasio, Battistin, and Ichimura (2007 ~ 7
_ 40 4 — — @ — - Auanasio and Pistaferri (2014 rr
g ——&—— Heathcote, Perri, and Violante (2010 /
1980 1985 1990 1995 2000 31»;1,'.
m EgJé(z#glﬁ glg_%ggr’lwolﬁ Source: Orazio P. Attanasio and Luigi Pistaferri, “Consumption Inequality,” Journal of Economic Perspectives, Volume 30, #2, Spring 2016, page 11, Figure 1. “
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* Early, controversial result is published 9
* Flurry of effort to understand the result
* Growing body of evidence
* Consensus reached
- Not always
- Sometimes data continue to conflict
- Often merely a preponderance of evidence drives understanding
* Why has this happened with consumption inequality?
- Inadequacy of data and methods
NATIONAL ECONOMIC 45
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* Early research indicated that although income inequality may be
increasing, consumption inequality may not be.
- How is this possible? Borrowing, or otherwise smoothing consumption.
* Mounting evidence that it is increasing along with income and
wealth inequality.
* Consensus reached? No.
AT EpTianak et .
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* Income inequality is clearly increasing in the U.S.
and in other advanced countries.
* Wealth inequality is higher than income
inequality in advanced countries
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* Where does inequality comes from?
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Any Questions?

www.NEEDelegation.org
Adina Ardelean
<atardelean@scu.edu>

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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