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ay and economic growth -
A shrinking slic =
r's share of national j e has fallen. The right remedy is to help workers,
not punish TIF

Mov 2nd 2043 | From the print edition W Tweet < 52

IMAGINE the proceeds of economic output as a pie, I
crudely divided between the wages earned by workers Labour costs

and the returns accrued to the owners of capital, o oMt oRE

whether as profits, rents or interest income. Until the Germany 70
early 19805 the relative sizes of those slices were so us 60
stable that their constancy became an economic rule AL 50
of thumb. Much of modern macroeconomics simply S T EET PR EEY IYPTY VT YT T, o

. . 1980 85 90 95 2000 05 12
assumes the shares remain the same. That stability

provides the link between productivity and prosperity. If
workers always get the same slice of the economic pie, then an improvement in their
average productivity—which boosts growth—should translate into higher average earnings.

More recently, however, economics textbooks have been almost the only places where
labour's share of national income remains constant. Over the past 30 years, the warkers'
take from the pie has shrunk across the globe (see article). In America, their wages used to
make up almost 70% of GDP; now the figure is 64%, according to the OECD. Some of the
higgest declines have been egalitarian societies such as Morway (where labour's share has
fallen from 64% in 1980 to 55% now) and Sweden {(down from 74% in 1980 to 65% now). A
drop has also occurred in many emerging markets, particularly in Asia.

The scale and breadth of this squeeze are striking. And the

consequences are ugly. Since capital tends to be owned by
richer households, a rising share of national income going to
capital worsens ineguality. In countries where the gap in Cristina’s come-uppance

In this section

Go on, bet the farm
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Workers® share of national income
abour pains

All altm

1S losing out to capital

FLlike 1.4k W Tweet |- 705

Mov 2nd 2013 | From the print edition

e AR . ol ...h..n.ﬁﬂﬂl

OM AN enormous campus in Shenzhen, in the middle of China's manufacturing heartland
nearly a quarter of a million workers assemble electronic devices destined for Western
markets. The installation is just one of many run by Foxconn, which churns out products for
Apple among other brands, and employs almost 1.5m people across China. In America
Foxconn has become a symbol of the economic threat posed by cheap foreign labour. Yet
workers in China and America alike, it turns out, face a shared threat: they have captured
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Too Old Dads | My Beton aBudget Deal

MANUFACTURING
IS BACK—BUT &
WHERE ARE THE JOBS?

BY RANA FORDOHAR
& BILL SAPORITO

K Iron Lady
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