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SOURCES OF INEQUALITY

Dear Angel,
 
Thank you for sending me your exceptionally illuminating paper.  As a non-economist, I am especially appreciative of the logical structure of your analyses and deployment of empirical date.  A reader knows what the analysis/argument is, and what it is based on.  I should hope that the discourse on the linked issues you examine proceeds in this manner.
 
I would like to raise a few questions that jumped to mind as I read your piece.  They are in order of presentation, not importance.
 
1. In regard to the upward turn in income inequality in the 1970s, should we take account of rising inflation?  As I understand things, a decade of high inflation did have distributional effects.  Those (like professors) who were not in a position to maintain salary levels commensurate with price increases suffered irreparable loss of income.  They have been permanent.  There is data comparing salaries, profession to profession, in the 1960s and right up until today that supports this contention.  Similar shifts in relative income surely occurred elsewhere. 

 
2. The case you make for correlating the shift from manufacturing to services with rising inequality is doubtless correct.  Is there not an intervening variable, though, i.e. levels of unionization?  Are there structural reasons why there is lower unionization in the latter sector or is the phenomenon due to its coincidence in time with political developments that uncut unionization?  Is it not correct that there is a much higher level of unionization in services in Western Europe than in America – suggesting that it is not mainly a matter of structure? 

 
3. In regard to your section on social policies, I am in full agreement on the potential importance of a national health program to lessen inequalities.  Could one not say the same for a host of other social programs?  Here, again, the contrast with Western Europe is striking. 

 
4. Back to unions.  You make a reference to union member “insiders’ protecting privileges against ‘outsiders.’  I think there is quite a different way of looking at this.  In the United States, the attraction to employers of temporary and part-time workers is the very fact that they do not receive the benefits that unionized workers do.  I don’t see the answer as residing in stripping the unionized of those benefits (why they are commonly referred to as privileges is something, frankly, I do not understand).   Why not ensure that the temporary and part-time workers receive the same benefits?  Given that in the U.S. there are no French style restrictions on firing workers, what is the basis for pitting one group workers against another in the name of reducing inequality? 

 
5. Taxes.  I discern no reference the desirability of rescinding the top weighted tax reductions since 2001.  The redirection of those accumulated sums over the next 35 years, for example, drastically changes the arithmetic on Social Security and Medicare. 

 
