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UK Phillips curve

RPIX inflation (per cent)
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Working—age population growth

United States

2 i » == == QECD countries

/ \ .\ « === World
% 52LIASNR 6 ftl afcC
na globalnym rynku pracy
LI2Y26YAS | YASYA
gospodarcze w Chinach i

9 dzNRB LIA S -Wstkodhiejf 4

Percent, annual rate

!
}

1950 1970 1990 2010 2030 2050 2070 2090

Etienne Gagnon, Benjamin K. Johannsen, and DiammpbzSalido(2016).Finance andeconomics

Discussion SerieBivisions of Research & Statistics and Monetary Aff&iesleral Reserve Board,
Washington, D.CUnderstanding the New Normal: The Role of Demograpbids2090




Urbanization in the West slowed down in the 70s
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wlIn the 1970s, there wasthe beginning of the
A Y T I Yprodegtivity Slowdowre Y | @S NJ
productivity growth fell to its 197495 average of
1.5 percent after an-average 0s.3 percent over
1948 73.

w L. Ball, G. Mankiw, The NAIRU in‘Theory and Practice, April 200:
31



Figure 5. Annualized Growth Rates of Output per Hour, 1891-2013
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wDue to militant desire of union memberfor
wage Increases the priceontrol must bear down
selectively hard on the few hundred largest
iIndustrial corporations which do havguast
oligopolistic pricegSamuelson 1978)

wDemocratic capitaliseconomies will suffer high
unemploymentand slow real growth for some
years to come (James Tobi982)
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Industrialized countries
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w The collapse in-confidencse

wby the mid19/70sshare prices had falleby about
three quarters relative to-averagevage

wuncertainties raised. byndustrial conflict
wrising inflation,

wprofit squeeze,

w productivity slowdown,

winternational disorganization,

wand threats of deeper state .involvement in
Industry.

AGlyn (2006) Capitalism Unleashed.-Finance Globalisation and Welfare,
Oxford University. Press; Lond2a03
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pro-rynkowych reformach strukturalnych
(supply-side economics)?




wlin 19/73British Labor:Pary€onference approved &
planfor the next Labor-government to compulsor
nationalize20-25 of the largest. manufacturing
companies, arounmne third of manufacturing
output

wFrench Soclalisgovernment came to power In
1981 with theplan to double, from 11% to 22%,
the share of nationalized industries

Glyn, 2006



w The neoliberal supply side revolution refocused
economic policy from demand management
approach towards structural reforms aiming at ta
cuts andgeneral liberalization of economiesl he
alm wasto unleash the dynamism of the market
mechanismthrough deregulation, privatization
and restoring macroeconomic discipline.






wlin 1978, the so calleGlumphreyHawkins Actvas
enacted that required toadd price stabllity tothe
Federal Reserve original-pesecond war policy
target of full employment

w This legislative.changempowered Paul Volckera
later Fed chairman; in his-assault on double digit

inflation.

Stephen Roac008



win 1979, theFederal Reservdecided to use tight
money to fight inflation.

w The policysucceedean bringing inflation down,
wbut alsogeneratedthe worstslumpsince 1930s.

Paul Krugman 1994
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US CPI: 197985
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Real interest rates
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Chart 5 UK Phillips curve
RPIX inflation (per cent)
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Rate of growth in manufacturing
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wIn a neoclassical worlca rise in-productivity
growth has no-obvious effect on inflation, becaus
higherproductivity Is reflected fully in higher real
wages

w The Idea that-productivity: acceleration reduces
FANXQ OZaua RSLISYRa 2y
that wages do not adjust fullyo productivity
movements.

w L. Ball, G. Mankiw, The NAIRU in‘Theory and Practice, April 200:
31
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Thomas Palley (2015) oThe US Economy

Why It Wil | Perisisto [in] Gallas,
Inequality: The Global North and South, Routlege, forthcoming 2015




wAlthough there is-a‘large body of literature on the
effect of unions .on'wages and productivityiitie
attention has focused. on the role of
deunionizationin the rise in the waggproductivity
gap. Decline inthe'unionization rate within
Industries may-explain as, much as cifieurth of
the post1981 increase in thevageproductivity
gap(s. 49).

w The degree of international competition that an
Industry faces may Influence the wage
productivity gap(s 50)

MadelineZavodnf = & ! VA 2V & & MERRd@zOGSA Ok @&
Federal Reserve Bank of Atlalkieonomic Review999Second Quartet
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Figure 1. Employment levels at General Motors, 1923-2011 {in thousands).
Source: Moody's Industrial Manual and Compustat

Gerald F. Davis (2013) Shareholder VValue and the Job Crisis, Ame

Management, Summer



Average Average

pre-1980 Post1980
Top 10% 34% 92%
Bottom 90% 66% 3%

ThomasPalleyo H aMmp 0O G ¢CKS ! { 902y2YeYyY
Why lt2 A £ £t S Sallds BlerréHofferaydéScherrer (eds)
Combating Inequality: The Global North and SouRgutlege



A By some estimates, income and wealth
iInequalityare near themlmighest levels in t
past hundred yearmuch higher than the
average during that time span and prob
higher than for much of American histor
bef ore then.o

AoAfter adj us t average ihcome ofithe fop 5
of householdgrew by 38%om1989to 2013 By c om
theaverage real income of the other 85¥%ouseholdgrew
less than 10%.

A 0 T lower halbf households bwealthheld just3%of wealth
in1989andonii®%l n 2013. 0O

Ao0The aver adgheloweeHhalf ofitherdisttibutiorf
representin®2 million householdwas$11,000 in 201Bhis
$11,000 average56% lower than the average wezdlthe
lower half of familier 1989 ad | ust ed f or




Response to lower profit margins

Business services . Other

I Consumer services . Manufacturing
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Increase productivity
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Offer smaller wage increases
or cut wages
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Accept lower profit margins | [
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Percentages of respondents

Charles Bean, Gloablisation -and-inflation; Bank:of-England Quarterly Review, 20



Chart 5 UK Phillips curve

RPIX inflation (per cent)
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The positive labour supply shock from China and eastern Europe

Working age populations (20-64), millions Graph 4
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