Local Paid Educational Leave Outline, August 1, 2001

1. Views of the Economy: Macro, Micro and Meso.

A. Macro: events and decisions that take place on a national level, now international

Example: Federal Reserve Board interest rate policy, trade policy, military policy, tax policy

B. Micro: events and decisions that take place at the organization level

Example: Production arrangements, investment decisions

C. Meso: institutions that involve multiple organizations, or associations of organizations 

Example: Multi-employer bargaining, pattern bargaining, unions, R associations 

2. Macro evaluation of GNP

A. The Formula: Y=C+I+G+X-M; where Y is GNP, C is consumption, I is investment, X is exports, and M is imports.

[Slide: GDP]

(1) This is a national measure, think globally.  

(2) Consumption is biggest, this is for private goods

(3) Exports and Imports cancel out

(4) Investment (equipment, machine tools, buildings, etc.) becomes depreciated, and is a function of consumption.

(5) Government (schools, military, protective services, medical, etc.) are also consumed by society, they are public goods.

B. Globally: a more basic formula: Production = Consumption. 

(1) What happens when consumption is greater than production?

Answer: it can’t, we can only consume what we produce.  However, it does raise demand and this triggers inflation.  Businesses have an incentive to invest and expand production, yet expanding production takes time.

(2) What happens when production is greater than consumption?

Answer: Deflation, layoffs, unemployment, plant closures, etc.  Production declines, prices decline, yet this is painful for society and creates political instability.

(3) To an extent the economy is self-regulating, however, the realities of the production world impair the ability to make rapid changes in response to demand.  Downward spiral is possible.

a. When did self-regulation fail?

Ans.  Many times throughout history, particularly in the 19th century (1870, 1888).  The largest and most recent was the depression of the 1930s.

b. What was the political outcome?

(4) Other methods of balancing production and consumption nationally

a. Attempting to prevent the monopolization of industry (Sherman Anti-trust act of 1890, followed depressions in 1870, 1879, 1888).  Clayton Act 1914, Norris LaGuardia 1932

b. Government counter-cyclical investment (Keynes)

Q: What is the trend in government expenditures?

c. Federal Reserve policy (monetary policy established the federal reserve in 1913): balancing inflation and employment.

Q: What causes inflation? (unregulated monopoly control, demand pull, cost push)

[Slide: USA Inflation.]

Q: Who is harmed most when inflation rises?

Q: Who is harmed most when the Fed Acts to reduce inflation?

[Slide: USA Unemployment]

d. Collective bargaining (Railway Labor Act, 1926; Wagner Act, 1932; Federal and State, 1960s)

Q: What has been the general trend in workplace collective rights?

e. Social welfare programs to provide a safety net.  (social security, unemployment, insurance, food stamps, etc)

C. Problems maintaining a national system

(1) Free Trade, lower tariff barriers

(2) Capital mobility

Exercise: Three rows of workers/owners.  Assign one person as the owner.  

Bicycle manufacture.  Retail cost of the bicycle is $110, wholesale, $60.  

Materials: $20, Labor $30 (2 hours at $15/hour) 

 
Option: locate to P. R. China where labor is $2 per bike.

1,000,000 shares of stock valued at $1.00 each.

CEO has 100,000 stock option.

Options:

Stay in US: $10 profit on each bike sold.  Stock value remains the same.

Relocate to China: $38 profit per bike.  Stock value $3,800,000

Questions:  

How much profit in each scenario?

How much more profit if the owner exercises their “option”?

What happens if any single employer does not take advantage of lower wage nations?

What is required for a company to stay in a higher wage nation?

Who (type of job, occupation) succeeds in this environment?

What happens for the need to balance production and consumption?

 [Slides (3): ABC Company]


Slide 1 Questions:


Overall, what is happening to ABC company’s costs?


Where are the greatest cost reductions?


Where are costs shifting?


Slide 2 and 3: discuss trend

3. Fundamental contradiction: producing markets <> consuming markets

A. Inherent conflict between Macro demands and Micro incentives

B. The self-regulatory mechanisms are vanishing.

C. Problems/outcomes:

Micro: Reduced trade barriers and capital mobility has made it relatively easy to move production to lower wage countries.  Capital that does not relocate is disadvantaged.  

[Slide: Quarterly Change in GDP]

Macro: Economies become linked and dependent on each other.  Nations lose control over their regulatory systems.

Meso: Other than internal political pressure, there is no incentive by developing nations to improve their social institutions.  Rather, the incentive is to weaken unions, deregulate industry, reduce environmental standards.

4. Income inequality, a Macro perspective.

[Slide (1) Household Income, National] 


Questions:


What is happening overall to incomes in the US?


How many cars can a rich person drive?


How many cars can a poor person drive?


What type of car does a rich person buy?


What do you suppose is happening to incomes worldwide?

[Slide (2) US Trade Deficit]


Questions: 

What is the trend in trade for the US?


What would happen if the US went into recession?

[Slides (3): National Job Growth] 


Slide 1, highest percent, questions:


What do you notice about all (or none) of these jobs?


How many are manufacturing jobs?  Service jobs?


How many are computer related?


Note the number of “assistant” positions.


Slide 2 & 3, highest absolute and earnings, questions:


How many of these jobs can support a family?


How many of these jobs can allow someone to buy a new car?

 [Slide (1) Manufacturing Revenues & Payroll] 


Questions:


Does Ohio need manufacturing?

5. Focus on the Auto Industry

A. National employment projections

[Section Break]

6. Politics and Economics: the false choice between social programs and economic prosperity

(A) Where is our largest trade deficits

	Trade deficits, 2001 through March (billions)

	Japan
	18.2

	China
	18.0

	Canada
	14.5

	Germany
	6.7

	Mexico
	6.4

	Taiwan
	3.5

	Italy
	3.4

	Korea
	3.1


(B) The Role of institutions at the Meso level

(1) Germany

a. Sector level bargaining

b. Co-determination (steel and coal)

c. Works councils

d. Training and advancement from the shopfloor

(2) Japan

a. Enterprise unions

b. Annual wage negotiations, or “Shunto”

c. National health care

d. Debt vs equity financing

(C) The proper construction of meso institutions can create both healthy social systems and economic prosperity.

[Slide: Life Expectancy]
(D) US Strategy: Equalization through transfer payments

Questions:


What are transfer payments?

[Slide (1) Two Views on Government Transfers]


Questions:


Which do agree with most?


Is there a third possibility?

[Slides (2) Government transfer payments] 


Questions:

Who benefits most from government transfer payments?

Why is it so difficult to build support for others?

7. Forging a Political Solution

(A) Establishing our demands

[Slide What should government do?]

(B) Impacting politics

8. A Look at US Government

(A) Where do tax revenues come from?

[Slide: Tax Receipts]

(B) How are taxes spent?

[Slide: Military v Human Services]

[Slide: Social security v. Income Maintenance]

9. Who Makes our political decisions?

[Slide (2) Election 2000]

 
Questions:


Guess which is business?


Who gave more to Democrats, business or labor?


Why does it seem that we have a one party country?

(C) How can we win?

1. What divides us as workers? (the three G’s)

a. Government [Slide: Government Employment]
b. Guns

c. God

2. What unites us?

a. Fair Trade

b. Equality, unions, education, etc.

3. Mobilizing

a. Interview candidates

b. Educate members on issues and positions

c. GOTV

d. Post-election lobbying

