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How might the modern industrial or 

industrializing state be envisioned?

i.e., what is the system?
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FACTORS OF PRODUCTION: 
CRITICAL CHALLENGES

ÅFactors of production do not 

reflect their full cost ðfailure 

to internalize negative 

externalities. This is reflected 

in contributions to 

unsustainability.

ÅVolatility in the price of the 

factors of production, 

undermines the use of labor



Environment

Technological 

change & 

globalization

Work Economy

The economy provides goods 

and services adequate to satisfy 

the basic material needs of all 

members of society and provides 

abundant and equitable 

opportunities for the realization 

of human potential

Livelihoods are secure and available 

that provide satisfying engagement in 

work and equitable reward for labor, 

permit the maintenance of a decent 

standard of living, and are conducted 

in a safe working environment 

Long-run flows of 

environmental services 

are provided at a level 

sufficient to maintain a 

stable ecosystem and to 

support human health 

and welfare

What is the meaning of 

sustainable development?
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Source: Nikolopoulos (2014).

A MULTI-
DIMENSIONAL 
REPRESENTATION 
OF SUSTAINABLE 
DEVELOPMENT



Waves of Creative Destruction

Expectations vs. 
Reality?

Source: adapted from Perez, C. (2016). òCapitalism, Technology and a Green Global Golden Age: The Role of History in Helping to Shape the Futureó in Mazzucato

and Jacobs eds. 2016Rethinking Capitalism in Political Quarterly. 





Source: FRED Bank of St. Louis.

Updated and adapted from Bernesteinand Raman (2015). The Great Decoupling: An Interview with Erik Brynjolfsson and Andrew McAfee. Harvard Business Review.   

When Workers Began Falling 

Behind

Until the 1980slabor productivity, real GDP 

per capita, private employment, and median 

family income all rose in tandem in the U.S. 

Then median income started to trail, and 

around 2000 job growth slowed. 



https://www.businessinsider.com/manufacturing-output-versus-employment-chart-2016-12

https://www.businessinsider.com/manufacturing-output-versus-employment-chart-2016-12


Source: Peter Frase. Available at http://www.peterfrase.com/2011/04/manufacturing-output-around-the-world/

http://www.peterfrase.com/2011/04/manufacturing-output-around-the-world/
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Job Polarization

ò94 percent of the net employment growth in 

the U.S. economy from 2005 to 2015 

appears to have occurred in alternative work 

arrangements.ó
Katz, L. and A. Krueger (2016). The Rise and Nature of Work Alternative 

in the United States, 1995-2015. Available at  

http:// arks.princeton.edu/ark:/88435/dsp01zs25xb933

The conventional 

full-time job is 

disappearing 

Source: adapted from Autor (2014). 

Polanyiõs paradox and the Shape of  

Employment Growth 



Source: https://www.bloomberg.com/news/articles/2018-06-21/america-s-

millennials-are-waking-up-to-a-grim-financial-future

https://www.bloomberg.com/news/articles/2018-06-21/america-s-millennials-are-waking-up-to-a-grim-financial-future
https://www.bloomberg.com/news/articles/2018-06-21/america-s-millennials-are-waking-up-to-a-grim-financial-future


Skills premium driving 

income inequality



Source: http://apps.urban.org/features/wealth-inequality-charts/

Within nation 

inequality

Between nation 

inequality

http://apps.urban.org/features/wealth-inequality-charts/


Source: Autor (2014) Polanyiõs Paradox and the Shape of Employment Growth



In the Age of 

Automationéas 

production 

becomes more 

capital intensive, 

the distribution of 

earning will 

become more 

capital intensive





Six months into the recession, a 11.5 million jobs deficit remains

When the pandemic hit, health officials and policymakers urged businesses across the country to shutter 

their doors and mitigate the spread of the coronavirus. Over 22 million jobs were lost and unprecedented 

numbers of workers filed for unemployment. Job losses disproportionately hit women, Latinx workers, and 

certain low-wage sectors of the economy, notably leisure and hospitality. 

The effects have been particularly devastating for Black workers and their families, who are less able to 

weather job losses. With the expiration of the extra $600 unemployment insurance benefit, millions of 

workers across the country are facing eviction and hunger, and the resulting loss in demand will 

undoubtedly slow the recovery.

While jobs have started to returnðthe BLS reported an increase of 1.4 million jobs in Augustðthe U.S. 

economy is still down 11.5 million jobs from where it was in February, before the pandemic hit. And the 1.4 

million jobs added represents a steep slowdown in job growth compared with June and July. With this kind 

of slowing in job growth, it will take years to return to the pre-pandemic labor market. 

https://epi.us4.list-manage.com/track/click?u=ec2361f981a14ee1d45cccaa9&id=1ddc7379a8&e=dd426dddfd
https://epi.us4.list-manage.com/track/click?u=ec2361f981a14ee1d45cccaa9&id=61e5dc78e4&e=dd426dddfd
https://epi.us4.list-manage.com/track/click?u=ec2361f981a14ee1d45cccaa9&id=30babb08f2&e=dd426dddfd
https://epi.us4.list-manage.com/track/click?u=ec2361f981a14ee1d45cccaa9&id=45de62cf8d&e=dd426dddfd


Impacts of a Declining Wage

Only way for low-income families to maintain/enhance their income 
(without further developing their individual skills) was to increase 
the number of hours worked:

Women entered the workforce

Between 1973 and 2002 average workers annual hours increased from 
1,679 to 1,851

Both of these outcomes led to an increase in neglected children, worker 
health problems, and safety risks

Source: The State of Working America: http://www.stateofworkingamerica.org

http://www.stateofworkingamerica.org/who-gains/#/?start=1917&end=1918


What Factors Shape Income Inequality?

1. Technological change

2. Demand for skilled/educated workers and a shift in the type of skills 
demanded (i.e., structural changes in the type of skills required to 
make/use products, processes, and services)

3. Trade liberalization and the loss of national jobs to the international 
economy through multi-nationalization

4. Shifts in the mixture of lower-ǇŀƛŘ ΨǎŜǊǾƛŎŜΩ Ƨƻōǎ ŀƴŘ ƘƛƎƘŜǊ-paid 
manufacturing jobs due to the single and combined effects of factors 
1, 2, and 3



What Factors Shape Income Inequality? cont.

5. Supply side shifts in the demographics of the labor market ςi.e., [a] 
immigration and the associated influx of unskilled workers, [b] the 
increased participation of women in the workforce, and [c] the 
entrance (and pending exit) of the baby boomers into (and out of) the 
labor market

6. Changes in [a] the organization of work, [b] the sources of 
compensation of employees, and [c] the broader political and 
institutional environment that impact factors such as the minimum 
wage and the strength of trade unions



Who Benefits from Economic Growth in the U.S.?

Freeman (1996)Υ ¢ƘŜ ǇǊƻōƭŜƳ ǿƛǘƘ ǘƘŜ ŜŎƻƴƻƳȅ ƛǎ ƴƻǘ ǘƘŜ ƴŀǘƛƻƴΩǎ ǎǘǊƻƴƎ 
track record of productivity, technological leadership, or rate of economic 
growth; instead, it is the manner in which the economy distributes the 
economic benefits from this progress

Mishel, Bernstein, et al. (2005, p. 5)Υ άBetween 2000 and 2003, income 
shifted extremely rapidly and extensively from labor compensation to 
capital income (profits and interest), so the benefits of faster productivity 
went disproportionately, in fact completely, to capitalέ



Who Benefits from Economic Growth in the U.S.? Cont.

Brynjolfsson and McAfee (2014, p. 131)Υ ά.ŜǘǿŜŜƴ мфуо ŀƴŘ нллфΣ Χ ǘƘŜ 
bottom 80 percent of the income distribution actually saw a net decrease
in their wealth. Taken as a group, the top 20 percent got not 100 percent 
of the increase, but more than 100 percent. Their gains included not only 
the trillions of dollars of wealth newly created in the economy but also 
some additional wealth that was shifted in their direction from the bottom 
ул ǇŜǊŎŜƴǘΦέ 



Source: Wingfield et al., (2018). Amazon, Berkshire Hathaway, and JPMorgan Team Up to Try to Disrupt Health Care. New York Times, January 30, 2018. 



DISTRIBUTION OF WEALTH 2016







Source: http://apps.urban.org/features/wealth-inequality-charts/

http://apps.urban.org/features/wealth-inequality-charts/


Source: http://www.stateofworkingamerica.org/who-gains/#/?start=1917&end=1918

Click on the source link to interact with 
the data

http://www.stateofworkingamerica.org/who-gains/#/?start=1917&end=1918


Joseph Stiglitz Says 

Standard Economics 

Is Wrong. Inequality 

and Unearned 

Income Kills the 

Economy

The rules of the game can be 

changed to reverse inequality

http://evonomics.com/joseph-stiglitz-inequality-unearned-income/

http://evonomics.com/joseph-stiglitz-inequality-unearned-income/




The past 1,000 years

THE TWO HOCKEY STICKS

The past 55 years



INEQUALITY IS NOT INEVITABLE, IT IS A CONSEQUENCE 
OF THE WAY GROWTH IS TAKING PLACE

ǒ Piketty (2014) ðthe main driver of inequality is the tendency of 

capital return in developed countries to exceed the rate of 

economic growth, which will cause wealth inequality to increase. 

[Also Atkinson for the UK]

ƺ Solution: Redistribution through a progressive tax on wealth

ǒ Stiglitz(2015)ðmisaligned laws, regulations, and institutions 

have determined unequal shares in the benefits of prosperity

ƺ Solution: Strengthen workersõ rights, raise taxes on capital gains and dividends, 

and increase transparency in all financial markets

ǒ Eurofound(2017)ðunemployment has been the main driver of 

growing inequalities during the Great Recession

ƺ Solution: The welfare state can prevent a greater increase in inequalities by 

cushioning growing market income inequalities





Source: Adapted from Ummel, K. (2014). Who Pollutes? A 

Household-Level Database of Americaõs Greenhouse Gas Footprint. 

Center for Global Development Working Paper No. 381.

Average GHG footprint and income per person



Is inequality an inevitable 

by-product of economic growth? 

Will growing inequalities 

eventually hinder growth?


