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Thus far, in being interested in how political elites have compensated the losers of global-

ization, I have measured the rhetoric that political parties have used about globalization to

proxy for their willingness to compensate those who have lost. However, there are still three

fundamental questions that this approach has left ambiguously answered. Who exactly are

the “losers” of globalization? How have they actually been compensated, if at all? And who

is responsible for providing (or more interestingly, not providing) this compensation? Below

I detail my recent efforts to better answer these questions.

Firstly, who are the losers of globalization? In a book on global income inequality, Branko

Milanović states that “... the great winners have been the Asian poor and middle classes;

the great losers, the lower middle classes of the rich world” (2016, p. 20). That is, when

considering relative changes in real income from 1988 to 2008, citizens from North America,

Western Europe, and some Asian countries- who were already at the bottom half of their

national income distributions- saw the least percentage change in their incomes. In other

words, the “losers” of globalization appear to be those who have gained the least in relative

income, or are the “least-gainers” from globalization.

This depiction of who has lost from globalization stems from a now-popular graph called

the “elephant curve,” which shows how the global income distribution has changed over this

period (see figure 1). The figure reveals that people in the bottom two-thirds of the global

income distribution (the elephant’s body and head) have seen large relative increases in their

income, along with those at the very top of the global distribution (the elephant’s trunk).

Meanwhile, those in the upper third of the distribution (excluding the very-rich “trunk”)

have seen the smallest relative growth in their income. The extent to which the global

very-rich have absorbed global income growth (i.e., how high the trunk is raised) is reduced,

though, if one analyses the period after the global financial crisis in 2008 (see Milanović
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2020). However, it remains clear that the least-gainers are those in the upper third of the

global income distribution, which apparently corresponds with the lower and middle classes

of the rich world.

Secondly, having potentially identified the losers from globalization (i.e., the global least-

gainers in terms of relative income growth), how may they be compensated? Theoretically,

there are several mechanisms to provide compensation. According to Dani Rodrik, these in-

clude policy-specific measures to reduce potential consequences (e.g., assistance for a vulner-

able set of actors that is attached to a trade deal, also known as TAA’s), direct compensation

(i.e., tax and transfer redistribution from winners to losers), and more general compensation

via the welfare state (Rodrik 2018). However, Rodrik claims that policy-specific measures

are rare and usually insignificant while direct compensation is politically and economically

difficult (Rodrik 2018). Therefore, measuring changes in the welfare state may capture any

efforts to compensate the least-gainers, who are the lower and middle classes of rich countries

and probably beneficiaries of the welfare state.

Thus, to truly measure if compensation has occurred for the losers of globalization and to

what extent, social spending must be evaluated. But how much social spending is required to

compensate the least-gainers? In other words, how would it be evident to a researcher that

compensation has been paid? If the least-gainers are truly the collective, bottom half of the

income distributions in rich countries, then their collective income can measured in relation

to the total income for a country using a Lorenz curve. Two such curves are displayed in

figure 2. In the top curve, representing the year 1980, both the United States and Germany’s

bottom earners (say around 50 percent of the population, shown on the x-axis) earned a little

over 20 percent of the total income in the country (as shown on the y-axis). In 2016, however,

both countries’ bottom earners only earned around 15 percent of the total income. I propose

that it is this difference that must be compensated to the least-gainers, or the amount of

income the bottom half would have earned had it continued to earn above 20 percent of the

total income in all the years since 1980, when globalization is said to have been most rapid
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(its rapidity ended by the 2008 financial crisis).

In figure 3, I have plotted the share of market income (before taxes and redistribution)

earned by the bottom earners (the lower 50 percent of the population) and the amount of

public social spending (as a percentage of gross domestic product) for about a dozen rich

nations from 1980 to 2020 (per missing data). The idea being that if the share of market

income earned by the lower half of the population declines, there should be an equal or greater

rise in public social spending if full compensation is to be paid. Percentages of total income

are not identical to percentages of GDP, especially for household income, but in theory they

should be similar (since GDP is, theoretically, national income without the income people

have earned from abroad). Notwithstanding, the patterns shown are interesting. In many

cases for which there is data, growth in public social spending (the thin black line with a

red slope line) seems to have outpaced a decline in income (the thick, dotted black line with

a blue slope line) earned by the lower to middle classes of rich countries.

While this exercise is not quite a determination of if the cumulative losses in relative

income growth have been equally matched with public social spending, it does paint a pic-

ture of varying degrees of compensation occurring, with some seeming to be paid in full.

What is still not clear, though, is who specifically should be responsible for this spending.

Understanding the actors behind compensation seems critical for understanding why or why

not they have chosen to engage in adequate compensation.
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Figure 1: Lakner and Milanovic 2015
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Figure 2: Lorenz curves of the United States (pink) and Germany (navy) in 1980 (top) and
2016 (bottom). From the Luxembourg Income Study (2023).
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Figure 3: Social Spending and Income Shares
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