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Abstract:

To understand the factors that are raising thenmeconequality we need to think about
the emerging inequality structure is akin to a n$aaturing distinct intensities and
imbalances. Structural and cultural features affiecinequality. For example, in Spain,
the age, he position in the market and acquiredifopaéions area very relevant factors.
Due to it, the relevance of cultural features, ldge, must be taken into account if a
explanation is sought or if we want to find solagdo reduce inequalities.

Text:

Question: Is globalization the only cause of thewgh of inequality, or are there other
equally relevant factors that may explain the iaflce of the current economic changes

on the rise of inequality?

What is Globalization?

Globalization is a process of expansion of the eotno and productive Space. This
means the expansion of the Social Space where etonelations between human

groups are conducted —in other words, the exparwfiomarkets.

Globalization is, essentially, a process of intégraof the social spaces of economy
developed through several stages, which can kel follows: economic opening of

national borders, growing economic interdependercel deepening economic
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integration. This model of development has led toaor transformation of economic
relations, which can be understood via the analgisnternational trading trends,
international investments, international financegvwgh of economic transactions and
organization of economic activities beyond the oval borders of modern Nation
States.

Said process implies that the area where econagamnsdctions are conducted between
social groups tends to obviate the need for natigeagraphic and political boundaries.
It also implies that the production of goods andrises is targeted at an increasingly

global Market —thus increasing competition betweeanomic production groups.

Current Hypothesis

Recent analyses conducted by the FMI have reatigecbinclusion that Globalization is
not the leading cause of the increasing inequalitterms of internal revenue in most
countries of the world during the last thirty yeaffie FMI has classified the factors
leading to income inequality into five major groupeluding: Trade Globalization,
Financial Globalization, Foreign Direct Investmeartd Technological Change. The
conclusion is that increasing inequality is essdiyticaused by Technological Change,
Foreign Direct Investment and Financial Globali@at—and that Trade Globalization
and other factors also contribute by reducing iaéiuin the world, both between
countries and individuals. These conclusions haa@ Hdesearchers to restate the
following hypotheses (Subir Lall, Florence Jaumpotithris Papageorgiou & Petia

Topalova 2007, 46-54):
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- Technological progres$argely explains the rise of inequality

since the early eighties, as new technologiesréase the reward according
to the level of qualification and replaces low-Edl workers (inputs)”.
However, the relevance of this factor in the ri$enequality in advanced
economies is, in relation with all other factoessder than in developing and
Asian economies.

- Trade globalizatioriosters the reduction of inequalities, which, in

advanced economies, is due to the fact that theease in imports from
developing countries cuts down the costs of basitsemer products that
can be accessed by the poorest groups. Howevamgaet of this factor is,
according to the analyses conducted by the FMJ; laav for the time being.

- Financial globalizationincreases inequality because access to

credit is easier for those who already have ressutitcan for those who lack
them. Therefore, the impact of this variable ish&gh as the impact of
technological progress in advanced economies, wherkevel of integration

of financial markets, as well as the concentratbfarge capitals, is higher.
And:

- Foreign Direct Investmenncreases inequality because it leads to

increasing demand for skilled workers, which haseffiect on the same

process affected by technological progress.

These results suggest a first affirmative answesuioquestion, and imply the need to
differentiate between processes that, even thohgi are part of the same general
trend, are analytically distinct and lead to costirly consequences. The basic

contribution of globalization to the rise of inedjtiain the current situation arises from
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the following factors: productive specializationagfuntries, increased competitiveness
and the demand for labour with a higher level ofiskn all areas of production (FMI,
2007; Braeuninger, 20Q8As a result, the globalizing process increasirgys access
of less skilled workers to economic resources, h&y tare relegated to roles in the
production structure with hardly any financial resmes available, such as the

unemployed or inactive.

On the basis of said conclusions, a number of gowwent officials, scientific experts
and international organizations have suggesteddld to focus on education strategies
and fostering the introduction of new technologigsong the population as the best
way to reduce inequality caused by the emerginduymrtive structure. According to the
FMI, said course of action will have an impact pipally on the reduction of inequality
in less developed countries, where the relevandbeofechnology factor is very high.
Furthermore, it would also have a certain impaciiore developed countries, where

financial globalization is the most important fadi@ading to inequalities. (FMI, 2007)

What is the logic of the argument that gives riz¢his statement? An improvement of
education would lead to better preparation of humesources for the purpose of
gaining access to jobs within the type of prodwetiructure brought about by current
changes. As a result, the productive system woeldrmimre capable of integrating
human resources, as a larger percentage of thdghiopuwould be more useful in the
workplace. Furthermore, as more individuals havees& to work, the productive
system would become more equitable, as the sysistribdtes the benefits among
those involved in it. Of course, this does not mimat inequalities would disappear as a

result, but it would help to offset the effects@bbalization and the impact brought by
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the need to use new technologies. In this prodesst’ case scenario, income inequality
would be again dependent on the internal imbalawtefe labour market —which
could them be viewed as necessary for the purpbpeowiding human resources with
an incentive to take on responsibilities and undédrgining. Now, everyone would be

integrated in the labour market and would be imsitpn to enjoy its benefits.

This approach does not provide for the existenceoofoccupational social structures
that bring an imbalance to the access to econoesicurces. The previous reflection
would be correct if the economic resources werdridiged among social roles
according to the value that employers rate thestagkformed by each role, to the point
that each role is attributed a specific status.r&foee, income inequality would be a
result of increased income inequality between pctde roles or the increase of the
most disadvantaged roles such as, for exampleyrtémployed or inactive.
CaseAD(r)=ADrp*APrpd
where: D(r): Income inequality
Drp: Inequality between productive roles

Rpd: Most disadvantaged productive role positions

However, what happens if human groups distributenemic resources according to
sociodemographic or cultural traits of individuaistead of according to the productive
roles they perform?
Case IIAD(r)=ADs*APsd
where: Ds: Status inequality

Psd: Most disadvantaged status positions
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If the latter was the appropriate case for techyioldly advanced societies, the increase
of human resources’ skills would have an influeonghe tasks that could be attributed
to each individual, but would not alter their sgtuhat is, the rights and material
resources they were attributed, whichever the tashkerefore, even if the entire group
of individuals gaining access to jobs increaseakbdo improved education, structural

imbalances justified according to socio-demographicultural traits would remain.

Something else could occur in the latter eventhd number of individuals whose
demographic and cultural traits allocate them ldghts and economic resources
increased in the population, inequalities wouldntlend to increase independently of
the integrating capacity of the productive struettturthermore, if, in a human group,
such as, for example, a country, it was deemedahdmographically or culturally-

defined social sector should have access to feam@ragnic resources, this would again
lead to a rise of income inequalities independeaflyhe integrating capacity of the

productive structure.

Finally, let's assume that internal inequality stures arise from distribution processes
based on structural criteria (which connect ecororasources to roles) and cultural
criteria (which limit access to economic resourdepending on status). In such case,
the rise of income inequality could be the restllincreased inequalities in terms of
distribution of material resources amongst labooies, the increase of the most
disadvantaged labour roles, as well as the riseazfualities among social statuses or
the increase of most disadvantaged statuses.

Case lI:AD(r)=(ADrp*APrpd)+ADs*APsd)
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Therefore, in this latter case, and thanks to tgrovement of the population’s skills,
internal inequalities can be reduced in a scenarnwhich the most disadvantaged roles
either remain level or increase in the inequalitycture. However, said policy has a

clear boundary: the structuring of society accaydmcultural criteria.

Of course, besides the debate raised by the Flhdstthe issue of job growth. Job
growth is, to start with, a given. The FMI modeledonot provide for a scenario
featuring a drop in jobs within the entire produetisystem as a result of the
introduction of new technologies —which leads ughiok that the FMI assumes that

economic growth will always generate more jobs.

In conclusion, the analytical and empirical reskaranducted by the FMI has enabled
important conclusions at present. However, theappsals require further reflection
before raising specific policies. As said reporggests, the idiosyncrasies of each
country and economic area have an influence orcémmection established between

Globalization and Inequality.

The structure of emerging inequality

Material, income inequality, has been growing wertie since at least the eighties
(FMI, 2007). This arises as part of a broader raofiechanges leading to the
transformation of inequality structures in the wiofThe process since the™@entury

has historically followed the following patternrdi, the leading factor influencing

income was class; then, the concept of countryrigfirobecame much more relevant
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toward mid-28' century; and, currently a further shift has tagtce, by which internal

inequalities in countries are rising (Milanovic,(&) 185).

What has happened? A transformation of inequalityctures has taken place that has
become the central issue of the current situataamd which leads to the rise of
inequalities even when economic growth is enjoyut, is inequality growing again
among occupational classes, or are we actuallyessting the emergence of a new type

of structure?

Recent analyses demonstrate that the rise of itigghatween homes tend to affect all
income levels except the lowest. Thus, the padicym in total incomes of the
wealthiest quintiles increases gradually while ipgration of the remaining quintiles
decreases —and only the lowest quintile remainslI@¢gMI, 2007, 53-54). In other
words, seen solely from the econometric perspectivis obvious that the process of
rising inequality generates different economic s#@s widening the inequality gap
between the wealthiest quintile and the remainimgubation which, interestingly
enough, tend to converge. However, this does nplyimncreasing differences between

classes arising from the occupational structure.

The latest rise of inequalities has taken place emw independently from the
economic cycle stage. Inequality is no longer dafion the basis of class or any other
objectively defined group types —inequality is mmder related to the social origin of
individuals. It has been connected with personagjfsiphies, and thus the process and
factors leading to an unfavourable situation hagenbpersonalized. This has led to

increased phenomena of dissolution of social bdfidsres, 1999; Tezanos, 2001).
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Thus, the experience of an unfavourable positibineng excluded, isolated, alienated

from social groups, no longer boosts the strengtigeof social bonds between equals.

As a result, the current rise of inequality has leot to a dual structure among less
skilled workers and all other sectors of societhie Tmage of class-conscious duality
may be partially consistent upon specific analg$isuling class’ actions (Faux, 2006),

but would hardly stand if we focus our attentiontib@ middle and working classes. The
issue is not that these classes do not exist aratde distinguished, but that the class
structure appears to intertwine with discriminasiaand exclusions arising from more

subjective criteria.

The new structure includes numerous differentiatirgs, by distinct dualities that are
independent from each other, which segment the lptipn as they either increase or
decrease the risk faced by each individual of regcHow-end social positions

(Tezanos, 2001).

For instance, in Spain, the emerging inequalitycitire is akin to a mosaic featuring
distinct intensities and imbalances. lIts tiles peead in space according to an opaque
order that does not correspond to class-based ambed formerly developed in
Advanced Industrial Societies. But, which are stdkiced in the political order. Thus,
occupation is a key factor when determining indiridincome, but its effect interacts
with another set of job-unrelated factors. Eachvikddial can also earn other types of
income based on factors including: the right toeree State benefits, the level of
education reached and Internet skills acquired. ,Amdreover, age has a strong

influence over said factors. An analysis of incomequality variance in Spain shows
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that age is indeed a key factor. Upon classificatd the population based on said
criteria, we observe how each age-based sociabrskas access to different incomes.
This proves that age is a factor that always irsgeahe explanatory capacity for any
previous model (Table 1).

Table 1. Explanatory modelsfor individual income variance

Models R2 (corrected) Sig.
1. Benefits (Receives State benefits, does not receive benefits) 0.001 0.007
2. Gender (Male, Female) 0.036 0.000
3. Internet skills (1: Advanced level, 2: Intermediate level, 3: Low | 0,045 0,000

level, 4: No skills)
4. Age groups (1: 0 - 15, 2: 16 - 29, 3: 30 - 39, 4: 40 - 54, 5: 55 - | 0.177 0.000
64, 6: over 65)
5. Education (10-level scale) 0.185 0.000
6. Age (99-level scale) 0.258 0.000
1. Individual occupational class (0: Unemployed, 1: non-qualified | 0.356 0.000
working class, 2: Qualified working class and similar, 3:
Technical and higher occupational classes)
2. Education, Internet skills 0.278 0.000
3. Level of qualification (Factor 1 for Education and Internet skills) 0.278 0.000
4. Individual occupational class, education level 0.392 0.000
5. Individual occupational class, benefit 0.436 0.000
6. Market position (Factor 1 for Individual occupational classes and | 0.436 0.000
benefit)
7. Individual occupational class by age group 0.442 0.000
8. Individual occupational class, benefit and age group 0.484 0.000
9. Individual occupational class, education and age group 0.493 0.000
10. Individual occupational class, education, benefit and age group 0.530 0.000
11. Occupational class and qualification levels 0.533 0.000
12. Individual occupational class by benefit, Internet skills and age 0.550 0.000
group
13. Individual occupational class by age 0.558 0.000
14. Market position and Qualification levels 0.587 0.000
15. Market position and Age 0.596 0.000
16. Age and Qualification levels 0.630 0.000
17. Individual occupational class, education, Internet skills and age 0.664 0.000
group
18. Individual occupational class by education, Internet skills, age 0.683 0,000
group and benefit
19. Occupational class, Age and Qualification levels 0.820 0.000
20. Market position, Age and Qualification levels 0.850 0.000

Source: Prepared by the author drawing from data provided by the 2008 FOESSA survey. Original
sample: 3,448 homes, 9,100 cases; Last sample: 7,895 cases removed by reasons of income not
stated or cases deemed as lacking quality by interviewers. Nationwide, stratified, multistage, with
random routes and affixation by home income levels. 99% reliability level for p=q.
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Table 2. Reliability level between factors

Models R2 (corrected) Sig.
1. Position in the market by Age and Qualification levels 0.661 0.000
2. Position in the market by Qualification level 0.259 0.000
3. Qualification level by Age 0.371 0.000

Source: Prepared by the author drawing from data provided by the 2008 FOESSA survey. Original
sample: 3,448 homes, 9,100 cases; Last sample: 7,895 cases removed by reasons of income not
stated or cases deemed as lacking quality by interviewers. Nationwide, stratified, multistage, with
random routes and affixation by home income levels. 99% reliability level for p=q.

The effect of income on age originates from theanizational structure of labour. In
other words, neither productive roles are estabtishccording to age nor the role
performed by an individual generates age. Age isnalependent feature from the
labour market. Jobs do not require a specific age may require skills, but not a

specific age.

The effect of age on income distribution arisesrfrthe culture that governs social
groups. The same could be said of gender and @shnige is a cultural imposition

leading to income inequality that originates in treglitions of each society.

Certainly, age does have an effect in terms of dhenection between the level of
qualification and age. However, the relevance efiagtself must be taken into account
if a sound explanation is sought. The positiorhia tharket and acquired qualifications
only provide part of the explanation. Moreover, Iffigation is a factor that increases its
explanatory capacity when combined with the ageofacThis combination is more

explanatory of both income and occupation than @hgr that does not take age into

account (Tabla 3).
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Table 3. Modd 19.

Interaction effect tests

Dependent variable: income per person

Sum of squares Significa
Source Type lll gl Root mean square F nce
Corrected model 615051712906,629(a) | 1292 476046217.420 26.390 .000
Intersection 35264865505.271 1| 35264865505.271 | 1954.936 .000
Position _3 14354530911.074 7| 2050647273.011 | 113.679 000
Qualification _2 32353791359.321 33|  980417910.980 |  54.350 000
Age 13736135216.504 89 154338597.938 8.556 -000
H *
Position * 14616656755.629 83 176104298.261 9.762 -000
Qualification
Position * Age 38486496792.433 | 210 |  183269032.345 |  10.160 000
Qualification * Age 84571197160.811 | 626 |  135097759.043 7.489 000
.000
H *
Position* 15798429427.929 | 167 94601373.820 5.244
Qualification * Age
Error 80742047482.872 | 4476 18038884.603
Total 1232872240205.000 | 5769
Total corrected 695793760389.500 | 5768

to R square = .884 (corrected R square = .850)

Source: Prepared by the author drawing from data provided by the 2008 FOESSA survey. Original
sample: 3,448 homes, 9,100 cases; Last sample: 7,895 cases removed by reasons of income not
stated or cases deemed as lacking quality by interviewers. Nationwide, stratified, multistage, with
random routes and affixation by home income levels. 99% reliability level for p=q.

The effect of age on income distribution is noedn income does not increase with
age. Instead, both variables keep a curvilineaneociion, which is influenced by two
factors: one, Generational; and two, Cultural. Tgenerational factor is relevant
because age introduces us to individuals with hbipigical experiences that are very
different depending on date of birth. The cultui@ttor is the factor we mentioned
regarding how current social groups give individudde opportunity to gain access to
social resources according to age. Both factorsnated in the analysis of age-based

income medians. In said analysis, we can see hewagie of insertion in the labour
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market is greatly penalized, as are much older .agbsrefore, intermediate ages
between thirty and sixty enjoy the most benefitsdi€ 1).

Chart 1. Age-based average individual income opfeeo
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Source: Prepared by the author drawing from data provided by the 2008 FOESSA survey. Original
sample: 3,448 homes, 9,100 cases; Last sample: 7,895 cases removed by reasons of income not
stated or cases deemed as lacking quality by interviewers. Nationwide, stratified, multistage, with
random routes and affixation by home income levels. 99% reliability level for p=q.

Many of these issues are corrected when we take aotount only the working
population. Then, we can note how, once in the ptarkicome tends to level out
amongst different ages. However, the key issuehss ielevance of age-related
differences between individuals under thirty / owxteen and all other working
population groups. This provides some explanatioth® level of age-based inequality

within the market (Graph 2).
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This issue can also be detected on the highestpational level, even though
differences are not as marked. Differences are vidéntermediate and low-end

occupational positions.

Chart 2. Age-based average individual income ofkens
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Source: Prepared by the author drawing from data provided by the 2008 FOESSA survey. Original
sample: 3,448 homes, 9,100 cases; Last sample: 7,895 cases removed by reasons of income not
stated or cases deemed as lacking quality by interviewers. Nationwide, stratified, multistage, with
random routes and affixation by home income levels. 99% reliability level for p=q.

Accordingly, the emerging inequality structure teas at least three traits. First: the
rise of inequality between the first quintile are tremaining income distribution

quintiles. Secondly: a deeper focus on the fragatemt of occupational classes than on
divisions arising from the placement of individualsgeographical areas with different

levels of economic development or class dualizathamd thirdly, the dualization into
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different axes that juxtapose to create a sensé&agimentation of the inequality
structure according to differences that are not gigictural but also cultural —age

being currently a key factor.

Specifically, data gathered shows that structuraharket inequalities explain 55% of
the income inequalities between individuals. Ibadtows that age provides 25% of the
explanation for variance. Therefore, for now, 15®mains without explanation.

Furthermore, case lll herein appears to be the plassible and appropriate upon the

data available in Spain.

How can age-based inequality be explained?

The issues introduced by the growing relevance gef-lzased differences cannot be
tackled from a perspective focused solely on thedyars of the evolution of structural

positions defined by the roles performed by indinals.

There are two types of social processes analyidddintified by Sociology that lead to
inequalities within the productive space: organaaprocesses of productive tasks as
well as of any other social resources, whether mahteor immaterial, among
occupations defined by tasks carried out in theneooc structure; and the selection

processes (human resources) of individuals whodaksaid positions (Jenkins, 1986).
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On the basis of this scientific knowledge, an emateon can be considered for the rise
of income inequalities that takes into accountdhanges that have influenced selection

processes.

From this theoretical point of view, a plausiblepnation of our initial issue is that
increasing numbers of under-30 individuals —as aslbf over-60 individuals— may
have led to the rise of internal inequalities betwsocial classes. The reason is that said
shift of human resources in the labour market heengthened the relevance of age
criteria to make distinctions between individualdiowvjoin or are expelled from
companies, leading to the subsequent drop to arlsaeal position. Therefore, this
selection criteria used by social groups that Hasen making up the Spanish society

for some time has led to further sever the linkvaen role and wages.

Chart 3. Age-based average individual income ofviddals with intermediate and

higher education
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Source: Prepared by the author drawing from data provided by the 2008 FOESSA survey. Original
sample: 3,448 homes, 9,100 cases; Last sample: 7,895 cases removed by reasons of income not
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stated or cases deemed as lacking quality by interviewers. Nationwide, stratified, multistage, with
random routes and affixation by home income levels. 99% reliability level for p=q.

The consequence arising from this process takirgceplat the same time of

Globalization is that further development of worKeskills is a measure leading to

reducing its impact on the inequality structuifethe efforts for reducing inequality are

focused on expanding workers’ skills, the outcom# mot have an impact on the
inequality rising process as it would in a contiextvhich the rates of youth and over-75
individuals are maintained. Age is a factor thde@bk income inequality even among

individuals with intermediate and higher educai{@Ghart 3).

Political alternatives for combating internal inequality

How can this problem of age-based inequality beglité? A potential solution is the
implementation of political regulations that requemployment for individuals on the
same terms of all other age groups. Furthermorewatlld involve prohibiting

organizations from severing unilaterally their telaship with their human resources,
where possible. In our specific case, this wouldremtly mean preventing job
insecurity affecting youth and fostering measuresuiding the implementation of non-
age-based selection processes. And finally, impheimg palliative measures, including

the protection of the disadvantaged in terms oftagmeans of social benefits.
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