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Economic inequality is a popular media topic but it’s hard to get objective information about it.
Is it increasing or not — and if it is, is that good or bad? In our politically polarized environment,
many business writers and economists bring their own perspectives to these topics, with results
that depend less on data than on political/social orientation.

The Conservative Perspective on Economic Inequality

Michael Tanner, writing for the conservative/libertarian Cato Institute, for example, maintains
that "the U.S. economic system is already highly distributive,” meaning that governmental tax
and social spending policy do much to reduce inequality in America.

Another interesting point Tanner makes is “that even if inequality were growing...it would not
necessarily be a problem." He argues that most rich Americans help grow the economy, which
creates wealth, and that their enterprises create jobs that help distribute it.

While not all conservatives agree with this assessment, among conservatives it is a popular
perspective. In an interview in Quartz, Scott Winship, the project director of the Social Capital
Project instituted by conservative Republican U.S. Sen. Mike Lee, identifies himself as a "reform
conservative."

He discounts the extent of economic inequality in the U.S. and believes that what exists isn’t
necessarily harmful. He notes that some countries with higher inequality also have higher
economic growth rates.

The Liberal Perspective on Economic Inequality

Most liberals believe, with Nobel Prize-winning economist Paul Krugman, that economic
inequality is rising, particularly in the U.S.Krugman associates this rise with what he has called
"a remarkable bipartisan consensus in Washington in favor of financial deregulation, which
advantages the rich, leaving the poor behind."

But is economic inequality inherently bad? Just as not all conservatives think the phenomenon is
harmless and its effects exaggerated, not all liberals think inequality is inherently bad,;
some believe a degree of inequality is necessary for economic growth.

But among liberals, this is a minority view. Most liberal economists believe economic inequality
is rising to an unprecedented degree and that it is harmful.

“Over the past 40 or so years, the American economy has been funneling wealth and income,
reverse Robin Hood-style, from the pockets of the bottom 99 percent to the coffers of the top 1
percent. The total transfer, to the richest from everyone else, amounts to 10 percent of national
income and 15 percent of national wealth,” writes Christopher Ingraham in The Washington
Post.



https://www.cato.org/publications/policy-analysis/five-myths-about-economic-inequality-america?gclid=CjwKCAiA4t_iBRApEiwAn-vt--t35N14n67KfdhOawrXD1VWn05mzNEh5kcQo2Zn3UfoBsEolOMANRoCuL8QAvD_BwE
https://www.nationalreview.com/magazine/2017/11/13/conservatives-income-inequality-rigged-rich/
https://www.nytimes.com/2013/12/16/opinion/krugman-why-inequality-matters.html
https://www.nytimes.com/2013/12/16/opinion/krugman-why-inequality-matters.html
https://psmag.com/economics/benefits-wealth-inequality-now-fear-67567
https://www.washingtonpost.com/news/wonk/wp/2018/02/06/how-rising-inequality-hurts-everyone-even-the-rich/?noredirect=on&utm_term=.4a43fbfc67a1
https://www.washingtonpost.com/news/wonk/wp/2018/02/06/how-rising-inequality-hurts-everyone-even-the-rich/?noredirect=on&utm_term=.4a43fbfc67a1

The Numbers

With this degree of disagreement, it’s unlikely that in one short article anyone, including this
author, can believably make a determination about the effects of economic inequality — whether
it’s good, bad or OK within limits.

But here’s a brief, entirely data-based assessment related to the question of the title "Is Economic
Inequality Rising?" It’s based on a detailed statistical analysis of the phenomenon by the World
Inequality Lab at the Paris School of Economics. The 300-page report was a collaborative effort
by over 100 economists worldwide.

The report concludes that economic inequality is rising worldwide, but to different degrees and
at different rates in different economies. Inequality is lowest in Europe and highest in the Middle
East. The income shares of the top 10 percent were 37 percent in Europe, 41 percent in China, 46
percent in Russia and the U.S.-Canada, 55 percent in Africa, Brazil and India and 61 percent in
the Middle East.

While the 10 top percent gained increasing shares of income worldwide from 1980 through
2016, they did so at different rates. In 1980, the top 10 percent in U.S.-Canada received 37
percent of all income; by 2016 that had risen to 47 percent, one of the higher percentile rises
among all world economies, exceeded only by Russia and China.

On the other hand, inequality, which remains highest in the Middle East, has actually fallen
slightly in that region over the past 10 years. This is also true for sub-Saharan Africa and Brazil,
although inequality in both regions remains high.

Some Tentative Conclusions

Before you’ll be able to come to informed conclusions about the inequality phenomenon, you
should probably read the report. If, at 300 pages, that’s asking a bit much, you can still get a
clear overall view in a half-hour or less from the report’s abundant graphs on every aspect of
inequality. The agreed-upon conclusions of the report’s 100-plus economists may not be yours,
but here they are:

Evaluating inequality in the U.S. using a smaller percentage of higher-income earners —
especially the top 1 percent — shows a greater shift in wealth from the poor to the rich. From
1980 to 2016, the percentage of income earned by the top 1 percent approximately doubled, from
a little over 10 percent to a little over 20 percent of the total. The percentage earned by the
poorest 50 percent declined over the same period from a little over 20 percent to about 13.

Extreme inequality is associated with governmental corruption. This doesn’t mean corruption
caused it, but the association over numerous economies is strong.

Inequality is also associated with transfers of wealth from the public sector to the private, which
is also associated with corruption.

The authors also reached these conclusions about slowing down the continuing growth of
inequality (these are all taken verbatim from their report):

Tax progressivity is a proven tool to combat rising income and wealth inequality at the top.


https://wir2018.wid.world/executive-summary.html

A global financial register recording the ownership of financial assets would deal severe blows to
tax evasion, money laundering, and rising inequality.

More equal access to education and well-paying jobs is key to addressing the stagnating or
sluggish income growth rates of the poorest half of the population.

Governments need to invest in the future to address current income and wealth inequality levels,
and to prevent further increases in them.



