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Presenter
Presentation Notes
The AMERICAN DREAM is tightly woven into the fabric of who we are…or at least some representation of the USA.
Ideal? Reality?

What is the AMERICAN DREAM? Is it alive and well? Was it ever?






Presenter
Presentation Notes
To many this is their interpretation of most folks in the US… work hard and bam! You too can become rich.
If rich, most believe they did it on their own. But much in life is simply chance. & they ignore the role of the state and public resources.
Those making the rules are more & more high on this ladder.


Income
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Various types of measured inequality


A stark visual of growing inequality
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Source: Piketty, T. and Saez, E., The World Top Incomes Database. U.S. before-tax income, excluding K-gains.
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Presentation Notes
Shocking picture of growing inequality
It is not the well off but the very rich or mega-wealthy who are taking it all.
Post Great Recession 2009-15. Top 1% took 52% of gains.

Income levels:
Bottom 90%	$35k
Top 1%	$450k
Top 0.01%	$7.5m ….income in 2015 before K-gains 2015 latest year

UPDATED Jan-18 Table A4 Saez
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Presenter
Presentation Notes
Blow up of 90% from previous slide. This is the trend for the Bottom 90%...which looks flat on the scale from previous slide. But, an important story in the trend if we look closer. Post WWII expansion w/favorable polices workers did gain in terms of real (inflation adjusted incomes and wages). Times of shared prosperity are no longer. The rich were still very rich even when income for most everyone else was also growing. Updated Oct-16 Saez Table A4.
1940 to mid- 1970s…reoccurring theme! Splitting apart--the great unwinding. 


Top 1% share of all income
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Instead of levels of income….let’s look at shares. The U shape…decreasing and then increasing inequality. 
What is the story? 


24% -

22% -

20% -
. 1%
16% -
14% -
12% -
10% -

8% -

6% rrTrrrrrrrrrrrrrrrrrrrrrrrrrrrorrrrrrrrrrrrrrrrrrrTTrrTTrrT T T T T T T T T T I T T T T T T T T T T T T T T T I T T T I T T T T I T T I T T I T ITITI TITI I T

> P ® P @ A P ® P O
«55\’& «55\’9 «59'& \9,'9 x‘s”b‘ s‘s”q Ko s°’°9 R IR SN LR U LRI LN L LN P N PN


Presenter
Presentation Notes
…the trend makes a few…well, 1%ers, very happy
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Source: Saez & Piketty. Top 1% income shares in the United States. Center for Economic & Policy Research.
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Presentation Notes
My bottom line: it is purposeful policy that begets the outcomes we’ve experienced. It matters who makes the rules & what those polices/rules/regulations are matter greatly… now it is the wealthy and they are controlling more and more of our nations income and wealth…are they are our (more often than not wealthy) representatives. But, who are they representing?
Supply side economics or trickle down economics has a clear outcome and it isn’t shared prosperity. 
Ayn Rand still has so much over our economic policy. Fountainhead, Atlas Shrugged
Alan Greenspan…big fan of AR! As is Paul Ryan and Rand Paul was named after her.
Little reason to think trends will be reversed any time soon. 
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Source: Saez & Piketty. Top 1% income shares in the United States. Center for Economic & Policy Research.


Presenter
Presentation Notes
My bottom line: it is purposeful policy that begets the outcomes we’ve experienced. It matters who makes the rules & what those polices/rules/regulations are matter greatly… now it is the wealthy and they are controlling more and more of our nations income and wealth…are they are our (more often than not wealthy) representatives. But, who are they representing?
Supply side economics or trickle down economics has a clear outcome and it isn’t shared prosperity. 
Ayn Rand still has so much over our economic policy. Fountainhead, Atlas Shrugged
Alan Greenspan…big fan of AR! As is Paul Ryan and Rand Paul was named after her.
Little reason to think trends will be reversed any time soon. 


Wealth
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Wealth much more unequal than income.
Rich don’t make most of their money from income


Ideal

Perfect
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Source: Norton and Ariely, "Building a Better America”. Based on 5000 responses. Actual data from the Survey of Consumer Finances, 2016.
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Survey…asked 1st what is the Ideal level of wealth ineq? Then asked to estimate…then shown the reality. 
The distribution of wealth is much worse than most American’s think it is. Actual updated through 2016 SCF data. Table 2 Ed Wolff.

Top 1% alone has over 39.6% of all wealth: 
                         2016
	shares	net worth$
Bottom 20% 	-0.8  	n/a
2nd 20% 	0.3	(Bottom 40 owe 9k)
Middle 20% 	2.4	(82k)
4th 20% 	8.2	(275k)
Top 20% 	89.9%	(3m)

_****97.3% of all wealth gains since 1983 went to Top 20%. 



(How gains in U.S. wealth were distributed,1983-2016)

-1.8% 4 00 The 4 blue slices represent
the Top 20%: 97.3% of all
wealth gains since 1983
went to them.
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Source: Ed Wolff, Survey of Consumer Finances, 2016.
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This is Wealth (vs Income)-vastly more unequal. As wealth pie grew…who gained? Wealth gains from 1983-2016: SCF best source of wealth. Trickle down economics has been completely discredited and has never worked even as some are doubling down on such nonsense. The truth is in the data.

Top 20% have enjoyed almost all the gains in wealth since 1983- 97.3%
Top 1% gained 45% of all wealth
Top 10% gained 76% of all new wealth
Bottom 90% gained just 17% of all wealth 

Average wealth of Top 0.1% is over 100 million.



Family average & median wealth

(thousands of 2016 dollars)
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Source: Allegretto’s depiction of Survey of Consumer Finances 2016 data. Table 2.
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Structural, persisting & increasing inequality 

Homeownership rates down compared to pre-great recession and that is the source of wealth for typical Americans. 
87% of Americans have<10k in net worth SCF 2016. Very wealth whites pull up average…median is more representative


Wages



Nearly 4 decades of wage growth in the USA
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Source: BLS Current Population Survey. 1979-2016. CPI-RS inflation adjusted 20165.
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Most workers live off of their wages. The lowest pctils gains are due, in large part, to MWs—until last year the 10% and 20% were negative. 
Even as the economy grew much larger and the US became much richer and workers became much more productive—many workers not doing much better compared to their counterparts in 1979.
	2016 wages for each percentile

	2016$	change
10th	9.26	0.016465423
20th	10.82	0.041385948
30th	12.85	0.053278689
40th	15.06	0.048746518
50th (Median)	17.8	0.096059113
60th	20.97	0.113648433
70th	25.15	0.130337079
80th 	31.8	0.226378712
90th 	43.76	0.379571248
95th	58.21	0.58



Nearly 4 decades of U.S. wage
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US CPS data…where we get the unemployment rate each month, etc. 
Nearly 40 year & only time when we saw broadly shared wage gains…truly tight labor markets…but they are rare. But so important
Given the lack of union representation. 

Over 4 decades…Huge growth in economic pie…productivity growth…more educated. But many workers not much better off than their counterparts were decades ago. 

MWs at the bottom making all the difference in recent times. 


The Fed can look at the late 1990s on how to

raise wages

Avg. annual wage growth from 1996-2001
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Median
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Avg. annual wage growth for all other years since 1979
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Source: The Importance of Locking in Full Employment for the Long Haul. Economic Policy Institute.
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Feds Dual mandate! Full emp AND stable inflation (2% target). 
NAIRU non-accelerating inflation rate of unemployment, and refers to a level of unemployment below which inflation rises.

But Full emp rarely pursued or attained.


Gender pay gap grows with higher pay
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Source: Allegretto’s depiction of the Economic Policy Institutes analysis of BLS Current Population Survey 2016 data.
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Gender wage gap grows up the wage scale.		

Percentile	Men	Women	
10th	$9.02 	$8.20 	-0.090909091
20th	$10.82 	$9.76 	-0.097966728
30th	$13.13 	$11.17 	-0.149276466
40th	$15.45 	$13.11 	-0.151456311
50th	$18.35 	$15.21 	-0.171117166
60th	$21.72 	$18.12 	-0.165745856
70th	$26.06 	$21.72 	-0.166538757
80th	$32.69 	$27.05 	-0.172529826
90th	$44.96 	$36.23 	-0.194172598
95th	$59.92 	$47.11 	-0.213785047



As does the racial pay gap...more so
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Source: Allegretto’s depiction of the Economic Policy Institutes analysis of BLS Current Population Survey 2016 data.
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Blacks more likely to be in a union…and in the PUB SECTOR! Gender wage gap grows up the wage scale.		

Percentile	Men	Women	
10th	$9.02 	$8.20 	-0.090909091
20th	$10.82 	$9.76 	-0.097966728
30th	$13.13 	$11.17 	-0.149276466
40th	$15.45 	$13.11 	-0.151456311
50th	$18.35 	$15.21 	-0.171117166
60th	$21.72 	$18.12 	-0.165745856
70th	$26.06 	$21.72 	-0.166538757
80th	$32.69 	$27.05 	-0.172529826
90th	$44.96 	$36.23 	-0.194172598
95th	$59.92 	$47.11 	-0.213785047



Unions
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Presentation Notes
Janus decision and RTW for All public sector workers
News article on RTW and democracy
**Right-to-work laws decreased Democratic presidential vote share by 3.5 percent.


Unions & the middle class

1973-2017
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Source: Madland & Bunker CAP. Hirsch and Macpherson, unionstats.com; U.S. Census and BLS.
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Union membership 2017
All 10.7%
Public 34.4%
Private 6.5%



Inequality of power
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Source: EPI: Piketty and Saez (2016) and U.S. Census Bureau. Top 10% share of income excludes K-Gains.
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UNION MEMBERSHIP
10.5%
Pub 33.9%
Private 6.4%

Decline in union representation or other collective bargaining for workers has been dismantled for workers in the US. 
Without bargaining workers they have little chance of getting ahead without:
Full-employment
Strong safety nets
Regulation 
(but really need all to work together…no one competing interest should dominate)
Janus and RTW …continue the race to the bottom for workers
Lobbies…such as the financial or gas lobbies—by any other name are UNIONS.


Growing together, growing apart
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Source: Economic Policy Institute State of Working America Data Library.
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Presentation Notes
Updated 2/6/2019
Productivity growth is essential to raise standards of living for workers. Productivity-Wage Gap is severe and growing this slide is crucial…gap must be lessened so workers can get their fair share of a growing, more productive economy. 
Deregulation, decline in union density, pro-business gov’t…so split grows. 
Some of the most productive workers in the world not getting their fair share.

Productivity isn’t everything, but in the long run it is almost
everything. A country’s ability to improve its standard of living over
time depends almost entirely on its ability to raise its output per
worker. Paul Krugman



Purposeful Policy
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Outcomes are the result of purposeful policy


Right-to-work...



Presenter
Presentation Notes
Janus decision and RTW now the law of the land for All public sector workers
…more policy to transfer more money to the moneyed class
News article on RTW and democracy
**Right-to-work laws decreased Democratic presidential vote share by 3.5 percent.



An example of purposeful policy

100% Top ‘marginal’ tax rates for income > $400,000
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Source: Allegretto’s analysis of U.S. Internal Revenue Service data.
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This is how the debate was presented in. Should the Bush tax cut (lower marg rate) be revised?…how high should an adjustment go?

NO supply side or trickle down economics…the outcome is not empirically in dispute.
Policies such as this—don’t come from on high. They come from our representatives who are likely to be rich 
& benefit directly and/or their campaigns are beholden to the rich who benefit. 
i.e. Trump tax cuts 

“FREE market is not like gravity…policy determines the market & social aspects of its outcomes
*social security
*medicare
*unemployment bens


An example of purposeful policy

Top tax rates for income > $400,000
100% 1945
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Source: Allegretto’s analysis of U.S. Internal Revenue Service data.
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BUT this should have been the context to the debate!!!


Corporate taxes too high?
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Corp taxs 30 yrs ago accounted for 1/3 of all Federal tax receipts….nwt just 9%.
Burden shifted to workers form corps and wealth
Tax rate went from 35% to 21% 
Effective tax rate for large corp was 18.6%
Shift from Corp tax to payroll tax…burdern to workers


Teacher pay gaps
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Source: Allegretto & Mishel 2019 (https://www.epi.org/files/pdf/165729.pdf). Regression adjusted annual gaps.
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Ever wonder why only ¼ tch are male? …same as in 1960. What about constant teacher shortages? 
And example of weakening unions and pulling back of public funding of education. 
My work on teachers (ele/middle/sec in the US). Gap

Decline in union representation or other collective bargaining for workers has been dismantled for workers in the US. 
Without bargaining workers they have little chance of getting ahead without:
Full-employment
Strong safety nets
Regulation 
(but really need all to work together…no one competing interest should dominate)
Janus and RTW …continue the race to the bottom for workers
Lobbies…such as the financial or gas lobbies—by any other name are UNIONS.

https://www.epi.org/files/pdf/165729.pdf

Labor’s share of national income
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Note: Shaded areas indicate recessions, as determined by the National Bureau of Economic Research.

Source: U.S. Bureau of Labor Statistics.
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The figure shows labor’s share of corporate sector income. Because all income in the corporate sector is either classified as labor compensation or capital incomes (profits plus net interest), this makes it a sensible first place to look for this labor-to-capital shift.


Poverty amongst vast wealth

[Social Security: a policy that works!]
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Source: U.S. Census Bureau and ACS poverty rates.
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SS enacted in 1935. explains much the huge decline in poverty rates for older workers. 
Unfortunately no other such declines…hard to believe in the rich USA…shameful child poverty

Poverty: official Vs supplemental 
Official (Supp)
All 14.9 (15.3)
Children 21.1 (16.7)
18-64 13.5 (15.0)
65+ 10.0 (14.4)
UPDATED Nov-15


Long trends broken
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Source: Allegretto’s analysis of U.S. Census data annual median household income in 20165 .
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Presentation Notes
Updated Oct-16 using SWAXX for CA figures and Census HO8 for US figures. 


TheYoYo U.S. Model
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Source: Allegretto’s analysis of BLS 2017 Table 4.12 from Employee Benefits Survey. Access to benefit for private industry workers.
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YoYo (Jared Bernstein) ‘you’re on your own’  Vs WITT ‘We’re in this together.’  UPDATED: 1/17/2018 Table 32 https://www.bls.gov/ncs/ebs/benefits/2017/ownership/private/table32a.pdf 
Union premium paid leave 3.2%, pension & retirement 23%, and Health ins 18%.
Paid sick leave union=78% non-union=26%
Paid family leave union=15% non-union=12%...almost no worker gets paid family leave. 
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Middle class rung of the econ ladder. Harder to hold on… less safety nets
Downward mobility as average Americans lost housing wealth
Jobs are back but wages not so much…low end declines w/o MW policy.
GREAT RECESSION: Did everything right…played by the rules…many workers
though they had a firm footing on the middle class rung.
Workers and average families paid the price for too little regulated Wall Street.



Meritocracy?



Wasted talent
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Source: Allegretto’s analysis of Fox, M.A., B.A. Connolly, and T.D. Snyder. 2005.
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The fact that college completion is higher for each successive income group among similar scoring students is evidence against a completely meritocratic system. 8th grade math scores.
Only 19% of American think that wealth is important to getting ahead (Pew report).

NEW REPORT: commissioned by US DOE
inequities—in school funding, in early education, in teacher quality, in resources for teachers and students and –leave schools susceptible to economic cycles.
--22% of children in poverty 2ce that other developed countries.


Where you start really matters in the U.S.
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Purple started life in bottom quintile…most stayed there.
Yellow started life in top quintile …most stayed there.


Trends in median HH Income
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Systemic inequalities that persist regardless

US Census


Weekly earnings full-time workers
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Source: Allegretto’s analysis of 2017 BLS Usually weekly earnings of full-time wage & salary workers: Table 9.
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Life expectancy
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Source: Allegretto’s analysis of OECD data, 2015.
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U.S. worse of all developed countries…what looks like a small difference is actually quite large.
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3x Finland…why?


Mitigating the struggle

(poverty rates after gov't transfers)
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Social expenditure as share of GDP

Source: OECD data on post-transfer poverty rates, 2014. Adjusted for family size.
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OECD data
Poverty rates post-transfer (gov’t spending) Adjusted for family size.

U.S. spends less and outcome is sustained high economic struggle.

U.S. spends so much on health care (middle man insurers…we need UHC!) but little to show as we have higher infant mortality rates, lower life expectancy compared to other advanced countries. 
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For The American Dream to even be possible: … we need fairness & dignity for all and shared sacrifice in times of trouble and broadly based shared prosperity during the good times. Worker rights and a democracy not a plutocracy.
Unions needed today as much as ever. Level the playing field. 

Feds dual mandate…price stability and FULL EMP! But the latter is mostly ignored. Wages are stagnant but Fed talks of increasing interest rates which will put the breaks on the economy and wages won’t get to increase. 


Inequality is a function of Purposeful Policy
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Vicious self-perpetuating cycle of the rich buying politicians and/or political access via lobbyists, etc. & in turn get their pay back via policies that beget them even more wealth and power. 

Our system of inequality is stable and inequality keeps growing—it is accepted and has gone unquestioned for the most part for 4 decades. Those who benefited have convinced the rest that this is fair, just, and the natural order of our free market system. 

Can’t have health economy or democracy with this degree of inequality.
Policies that benefit rich were/are bought… the vicious/destructive cycle is no where near being broken. 


Out of whack
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democracy


Presenter
Presentation Notes
What we really have is US corporations of America. A Plutocracy or Oligarchy. 



Yes, given vast & growing inequality in the U.S.

The wealthy are not taking the rest of us with them—vast
riches for a few are at the expense of the many

Long run economic growth 1s stunted as a rising tide that lifts
all boats keeps rising

The tax system allows well off & corporations to avoid paying
Dismantling of public goods: especially education

Workers can’t get by as wages stagnate & the burden of taxes,
health care & retirement is shifted to them

Adversely affects our democracy
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Where are we heading? …what kind of US are we going to have when those who work hard and play by the rules can’t get ahead and are now falling behind? 


What could be done?

The deep & growing divide 1s institutional & baked into our political
system. Thus, solutions on many fronts & a long term focus can onl
start to rebalance outcomes predicated on this severely unbalanced
unfair system.

Make 1t easy for workers to collectively bargain
Full-employment policies and focus on quality job growth
Expand Social Security and safety nets

Restrict money 1n elections

Raise the minimum wage!

Invest 1n education and infrastructure

Restructure taxes for corporations & the wealthly

Universal health care


Presenter
Presentation Notes
We need the workings of 100s or 1000s of policies to get back to shared prosperity.


Sylvia A. Allegretto, PhD

Co-Director, Center for Wage & Employment Dynamics
Institute for Research on Labor & Employment
University of California, Berkeley
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An True American Hero George Carlin!



	Special Topics in Public Policy��February 7, 2019�University of California, Berkeley 
	Slide Number 2
	Income
	A stark visual of growing inequality
	A rising tide…
	Top 1% share of all income
	Slide Number 7
	The ‘free market’ fallacy�(Top 1% of income shares)
	The ‘free market’ fallacy�(Top 1% of income shares)
	Wealth
	The Wealth of a Nation
	The rich are getting (hella) richer!�(How gains in U.S. wealth were distributed,1983-2016)
	Family average & median wealth �(thousands of 2016 dollars)
	Wages
	Nearly 4 decades of wage growth in the USA
	Nearly 4 decades of U.S. wage growth
	The Fed can look at the late 1990s on how to raise wages
	Gender pay gap grows with higher pay
	As does the racial pay gap…more so 
	Unions
	Unions & the middle class�1973-2017
	Inequality of power
	Growing together, growing apart�
	Purposeful Policy
	Right-to-work…
	An example of purposeful policy  
	An example of purposeful policy  
	Corporate taxes too high?
	Teacher pay gaps
	Labor’s share of national income
	Poverty amongst vast wealth�[Social Security: a policy that works!]
	Long trends broken
	The YoYo U.S. Model�
	Slide Number 34
	Meritocracy?
	Wasted talent
	Where you start really matters in the U.S.
	Trends in median HH Income
	Weekly earnings full-time workers
	International comparisons
	Life expectancy
	Infant mortality
	Mitigating the struggle�(poverty rates after gov’t transfers)
	Fairness & dignity�Shared sacrifice & shared prosperity
	Slide Number 46
	Out of whack
	Is inequality a problem?
	What could be done?
	Slide Number 50

