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Intro

@ More than a hundred years ago most Western countries
began to intervene in markets and protect workers by
introducing social safety nets.

@ This form of organization (the “Social State”) gradually
evolved into Welfare States and mixed (market)
economy.

% This Welfare model worked reasonably well for thirty
years (1945-1973), a period known as the “Golden Age of
capitalism”. [ . }




1. The impact of the economic crisis on
the Spanish households

Impact on the poverty

Impact on the unemployment

Poverty rate, Spain (2004-2010)
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1. The impact of the economic crisis on
the Spanish households

Relationships between
unemployment and poverty

= The fact that being in
employment is an effective At-risk-of poverty rate by employment
way to secure oneself against status, 2010
poverty and social exclusion is "
clearly supported by the
evidence and has been
recognized by the European
Council.

m Unemployed

H Employed

= But Eurostat reports also
recognized that holding a job
is not always enough to
escape poverty.

Source: Barragué, 2012.




2. How globalization and technological change
affect the labor market: Unemployment

* There is little correlation
between growing
unem p I Oy me nt I n th e O E C D Figure 2.3. Accounting for changes in wage inequality: the role of globalisation,
countries and the significant o e g institutions
increase in international —
economic transactions. e
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® QECD: Technological change both

create and destroy jobs. It seems
to me more plausible. [
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2. How globalization and technological change
affect the labor market: Unemployment

With the crisis that
exploded in 2008,
temporary and precarious T N 2o o — ™
workers, whose numbers
are growing dramatically in
Southern Europe, have

seen their living conditions
deteriorate as never

befo re i n th e Ia St 50 yea rS . —— Indefinido ——Temporal ——Temporal 16-24

Source: http://www.fedeablogs.net/economia/

- 90
80 4 - 80
70 4 - 70
80 4 - 60

50 4 - 50

[7)




2. How globalization and technological change
affect the labor market: Redistribution (US)

Growing together Growing apart

Annual Growth Rate of Real Income Across the Family Income Distribution

1947 to 1979 .
Pertert Share of market income (US, 1979-2007)
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2. How globalization and technological change
affect the labor market: Redistribution (Spain)
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3. Consequences of rising
unemployment and inequality

The Great Gatsby Curve

Intergenerational earnings elasticity
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3. Consequences of rising
unemployment and inequality
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4. What to do:
The “Tax-the-one-per-cent” agenda

* Today in advanced
economies the average
income of the richest 10%
of the population is about
9 times that of the poorest
10% and the Gini index has
increased by almost 10%
since the mid-1980s.

* But after decades of
increasing income
concentration and a Great
Recession triggered by

) . W
financial sector excesses, a ARE THE

rethinking of the takeoff in L Q?
inequality is perhaps
underway.




4. But is there something wrong with the
“Tax-the-one-per-cent” agenda?

UNFORTUMATELY, THE SUFTETT ROLE WONT SCLVE THE BUFFET PROBLEM
(LRI S Saie




4. But is there something wrong with the
“Tax-the-one-per-cent” agenda?

Change in Income Shares, 1979-2007
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4. Distributional effects of direct
taxes and benefits

Inequality reduction wia taxes and
vig governiment transfers, 2000-05
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5. What to do: The universal basic
income proposal

* The economic crisis is raising the percentage of people
under the poverty line fast.

* Facing this problem, most economists would say the best
way to reduce poverty is through stronger economic
growth— T periodswhen private dem and shrinks, the
balance of investment (infrastructure, etc.) must come

from public sector.




5. A basic income without growth?

* However:

a)

After Greece, Portugal, Ireland and Spain bailouts, it is
doubtful that the weak economic growth will be
enough to create jobs in the quantity required to
prevent a significant proportion of the population from
falling into poverty.

When fully consolidated social rights such as health or
education are being cut down, speak of implementing
a basic income may seem to some people an
extravagance. Well, let’s see some basic data.




5. A basic income in times of
economic crisis?
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5. A basic income in times of
economic crisis?

Tabla 1. Proguesta de renta basica garantizada comparada congl sistema vigente en 2001
OK Sistema vigente N;%N‘esta de renta basica

Coste adicional en milldes de € “\\15.051
Coste adicional en % del PIB 2,3%
Pobreza (60% renta mediana) 19,8% 10,9%
Pobreza (40% renta mediana) 7.8% 0,3%
Pobreza absoluta (< 4.000 €) 7,8% 0,2%
indice GINI 32,9 27,5
Porcentaje de perdedores 22.4%
Porcentaje de indiferentes 7,2%
Porcentaje de ganadores 70,3%
Figura 1. Efectos distributivos.
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5. The universal basic income
guarantee in times of crisis

* | think a basic income is a better guarantee than work (holding a job)
of the right to social integration in times of economic boom, but
more so in times of economic crisis. There are several reasons to
think so:

In times of economic crisis, a basic income could work as an
economic automatic stabilizer of the (aggregate) demand.

Would eliminate typical “poverty trap” situations, since a basic
income is fully compatible with any other income earned in the
labor market.

In times of credit crunch, a basic income could encourage people
to start a business.

Could save on administration costs because it would simplify the
complexity of the current welfare state policies.

Could improve workers’ bargaining power.
Could avoid the stigma of welfare recipients.

But above all a basic income could be an element to alleviate the
more serious effects of poverty and could even put an end to it. [ 20 J




Concluding remarks

At a time when most OECD countries face large deficits and debt
burdens, a crucial public policy question a public policy question is
whether governments should tax higher earners more.

However, the “tax-the-one-percent-agenda” could lead us to a
misunderstanding, since as some economists have shown (Piketty
& Saez, Atkinson, Alvaredo), there has been a dramatic rise over
thirty years in pre-tax income inequality.

There are important reasons to advocate for a basic income. And
the recent crisis has shown that its funding is a matter of political
will.

It is impossible to avoid people thinking that basic income
proposal is a utopian project. But, is it much more realistic, at
least for Southern European countries, to think that economic
growth will come back soon and along with a lot jobs to ensure
the social integration of those who now find themselves on the
margins or simply out of the labor market?
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