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INTRODUCTIO

1e rise of inequality seems an universal feature ot



SYNOPSIS

by globalisation.




I. CHINA: LESS POVERTY BUT
MORE INEQUALITIES, THE
DIRECT CONSEQUENCES OF
FAST PRODUCTIVE
MODERNISATION

1. The very example of the exploration of the
ascending part of the Kuznets’ curve



Table 1 — The two sources of inequality in China: urban vs rural, public vs private property

Locality
Rural Urban
Type of property
Collective Pre 1978 configuration Pre 1978 configuration
0 @
A A

B
o, ®
Prvate Inte te stage 2010 confieuration

A Change 1n the forms of property in direction of provatization
B: Migration of labour and persistence of rural and urban bukon




Table 2 — The role of extreme productivity differential in the widening of mnequalities (China)

2 Relative 2008 Relative
Value Employ- ductivi Value Employ- ductiv
Added ment productivity Added ment productivity
Promary 71 48.8 145 6.0 396 164
Secondary 62.8 26.8 2343 20.6 272 186.0
Tm‘l'_iﬂ.ij' 30.1 24 4 1234 46.1 332 138.0
100 100 100 100 100 100

Source: China statistical year books, vanous years.

Table 3 — The urban/mral divide measured by average per capita income differential

1978 1991 2001 2008
2.57 240 290 3.51

Source: China statistical year books, vanous years.



Higher level authority

-
revente

cal State corporatism hypc

Local authorities

Market competition at the
economy-wide level

Local entrepreneurs

> [nvestment, production

1. A form of security/contral concerned
with the rights over income flows

growth

2. More taxes to comply with ¢

(a) Provision of services for and

Social/paolitical

benefits to the community

(b) Allocation of resources (land,
competences, raw materials, etc.)|

and credit

(c) Required transfer to higher level

entity

> |agitimacy

Positive spillover




e of inequality: the primacy of c

Farms of competition 1 Wage-Labor nexus

») segmented (ruraliurban)

Protectionist
backlash

threat Cutthroat competition: 1 and serialized workers
over Investment I Declining wage share
\ / A
Permanem U"hﬂ.lﬂ.ﬂﬂ&d i
trade surplus accumulation regime :
T‘ Asymmetric . l L \ F-'e||'i{]di[;
insertioninto the | Active monitoring reconficuration of
by money g

world economy and credit institutional forms




0.20
0.15
0.10
= 0.05
A=
=
aa
2
EU'DU
)
=
[1-]
=
£.0.05
-0.10
_[].15 T | L] L L u
e~ 0 o O — O M~ =0 >~ O o0 2D — O {7 ~F W -0 [~
oo Loe-c-0~0~0- 00000000 000 oo OQg
-0~ co-o-o0- -0 o0- o000 O 0O 0O 0 oo O 0O
— o = — T T T = — v v v — 0 00N 0N O DN N
Year
B Bcijing B Shanghai M Guangdong

Mote: The bar segments represent elements of the Theil index, specifically
the population weight times the ratio of average sector pay to country pay
[times the log of the same ratio). Thus above-average pay sectors show
positive values, those with below-average pay show negative values.

The Theil measure for each year is the sum of the bar values for that year.
Source: Galbraith et al. 2008.




300

| - China - -- Hong Kong |

P ¢
/ |
/
\
200 / \
/
’ \
r |
Vi X
) '
- “~ 7
\ >
100" “ \ - ”"
\\ .;‘\ Teivae, I, .
- . M
--ss-_..d'- \\-_dﬁ-,o‘.":'.’
Tiananmen

; 72737475 76 77 78 79 80 81 82 83 84 85 85 87 83 89 90 91 92 9. 94 35 96 97 98
Source: James K. Galbra:th (2007), p.153.






II. THE UNITED STATES: A FINANCE
LED REGIME PROMOTES A SURGE IN
INEQUALITIES, VOLATILITY AND
CRISES
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“The salary is unimportant—I'll just siphon off what I need.’
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Graph 13 — A very low saving rate of Amencan Graph 14 — A cumulative debt/Income
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3. Financial liberalisation has removed the inter-temporal
income constraint and led to a crisis that could not
happen in the static neoclassical model

CAPITALIZING * In response to the exhaustion of the
Fordist model of growth in the
United States, facing incompatible
social demands, succesive
governments decided to tranfer the
allocation of capital to markets in
order to make anonymous the related
choices... but financial innovations
have instead led to a credit boom,
along an unsustainable path long-
term.,

ORIGINS OF

THE RISE OF FINANCE 15 September 2008 is the Day of
GRETA R. KRIPPNER Reckoning
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Graph 21 — Since 1950 the nichest capture a larger and larger fraction of income: 1915-2007
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Graph 23 — The richest have got a drastic reduction of their tazation

A. Tax rates in 2004 B. Tax rates in 1960
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are stacked.
Source: Piketty Thomas, Saez Emmanuel (2007), “How Progressive is the U.S. Federal Tax
System: A histoncal and International Perspective”, Jowrwal of Economic Perspectives, Volume 21,
Number 1, Winter, p. 12.

L







ERRY MES Sh] HEREO ALITTLE ,
HELD Nm\m\:_ &
DEDWROQ "N

e
)
&’f‘
i



6. The concentration of economic and political
power is the basic explanation of rising
American inequalities

POLITICS
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Bank Fallurec, Regulation, and Inequality in the United Statec
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regimes are complements

The American patrimonial inequality regime and the Chinese Kuznets’ inequality regime are complements

China helps financing trade |

Public deficit of the US

D STATES

e led o Trade deficit - US imports alleviate - Trade surplus

\ Chinese economic imbalance

n of / e Patrimonial An opportunity Kuznets’ Inequality
inequality regime ~ Jor US multinationals N Regime

'\ Low Chinese wage /

sustains lower consumer prices




III. EUROPE: RESILIENCE OF
AN EXTENDED WELFARE
BUT LOSS OF ECONOMIC

DYNAMISM



1.Welfare as a component of social capital,
enhancing innovation and growth

v' A legacy of the polder model

VISSER J. and HEMERIJCK A. (1997), 'A Dutch Miracle’
- Job Growth, Welfare Reform and Corporatism in the
Netherlands, Amsterdam University Press.

v A powerful analytical tool ...

.....Alas that has not diffused within the
European Union.



How some welfare systems enhance dynamic efficiency
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4. Importing Nordic Social Models is an
illusion: the failure of the Lisbon strategy

v' Genuine configurations have to emerge from
the interaction of domestic collective actors

v' Economic institutions are not the equivalent
of technological systems

v How interests, power and ideas interact in
the genesis of society wide models
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t reduction of ineq
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Graph 18 — The evolution of Gini index for 16 Latin American countries, 1990-2010
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actor but a comp
¢, social and political

1€ fiscal and redistributive policies
10r impact in the reduction of inequal

Graph 19 — The major differences between Latin America and OECD: The redistributive impact
of fiscal policy upon Gini index
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Fuente: Gofi, Lopez, y Servén (2011)



contrast with respect to
and even the US

Table 3 — The role of tazation and soctal transfers upon Gini index: the gap between European

Union and Latin America - 2006

Union Europea (15 paises) 0.46
Amgrica Latina (promedio) 0.52
Reino Unido 0.53
Irlanda 0.53
Dinamarca 0.49
Espafia 0.47
Austria 0.38
Estados Unidos 0.47
Brasil 0.56
México 0.51
Chile 0.47

(.31
(.50
0.35
(.34
0.29
0.35
0.27
0.34
(.34
0.49
0.46

Source: Carlos Telo (2012), Sobre la desisnaldad en Mexico, UNAM, Faculdad de Economia, p. 279,
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Graph 20 — The eveolution of public spending by sectors from 1990-2012 to 2008-2010 (% GDP)
21 Laun America and Canbean countries
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ACR Services marchands

v The integration into the world economy remains
dominated by the exportation of primary commodities
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v All these factors have been mixed into a complex
set of interacting processes

GEOPOLITICS
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V. A WORLD OF
CONTRASTED AND
INTERDEPENDENT
INEQUALITY REGIMES
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VI. CONCLUSION:
A WATERSHAVE IN THE
TRAJECTORIES OF
INEQUALITY?



C1 - Ideas of academia have been used to sustain
the ideologies and strategies of dominant
economic actors. The demise of the
Beveridge and Keynes legacy has entitled a
return to neoclassical theory and not at all
the diffusion of welfare as social capital: the
vision of a contradiction between economic
efficiency and social justice has triumphed



C2 - The contemporary capitalisms are
simultaneously confirming the Kuznets
curve (China and other emerging
economies) and introducing new sources of
inequality, especially linked to
financialisation and Latin America still add
many other structural sources of inequality.



C3 - For régulation approaches, the link between
inequality and growth varies in time and
space.. Some institutional configurations do
sustain both growth and equity, but they
have their own sources of self-
destabilisation.



C4 — More than a globalisation of inequality, the
contemporary world exhibit the
interdependence and possible
complementarity of different regimes

generating contrasted sources of inequality
(US, China, Europe, Latin America).



C5 - Social scientists of various disciplines have
recently converged towards a common
interpretation of contemporary inequalities.
The concentration of economic power upon
quite imperfect markets and the lobbying
capacity of a restricted elite to design the
rules of the game for their exclusive benefits
are the two main forces operating in

industrialized countries, especially in the US
and UK.
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