Inequality

The disparity in personal incomes is enormous; a tiny minority of the population owns the vast majority of the country’s productive assets; and our society continues to be marred by poverty and homelessness. With divisions of social and economic class comes inequality of opportunity. A child born to a working-class family, let alone to an unwed teenager in an inner-city ghetto, has life prospects and possibilities that pale beside those of children born to wealthy, stock-owning parents. This reality challenges capitalism’s claim of fairness, and the persistence of poverty and economic misfortune provides the basis for a utilitarian objection to it.

Few doubt that poverty and inequality are bad things, but defenders of capitalism make several responses to those who criticize it on these grounds:

1. A few extreme supporters of capitalism simply deny that it is responsible for poverty and inequality. Rather, they say, government interference with the market causes these problems. Left to itself, the market would eliminate unemployment and poverty while ultimately lessening inequality. But neither theoretical economics nor the study of history supports this reply. Most economists and social theorists would agree that in the past eighty years or so activist government policies have done much, in all the Western capitalist countries, to reduce poverty and (to a lesser extent) inequality.

2. More moderate defenders of capitalism concede that in its pure laissez-faire form, capitalism does nothing to prevent and may even foster inequality and poverty. However, they argue that the system can be modified or its inherent tendencies corrected by political action, so that inequality and poverty are reduced or even eliminated. Critics of capitalism reply that the policies necessary to seriously reduce inequality and poverty are either impossible within a basically capitalist economic framework or unlikely to be carried out in any political system based on capitalism.

3. Finally, defenders of capitalism argue that the benefits of the system outweigh this weak point. Inequality is not so important if living standards are rising and if even the poor have better lives than they did in previous times. This contention rests on an implicit comparison with what things would be like if society were organized differently and is, accordingly, difficult to assess. Naturally, it seems more plausible to those who are relatively favored by, and content with, the present economic system than it does to those who feel disadvantaged by it.

Some critics of capitalism go on to maintain that, aside from inequalities of income and ownership, the inequality inherent in the worker–capitalist relationship is itself morally undesirable. John Stuart Mill found capitalism inferior in this respect to more cooperative and egalitarian economic arrangements. “To work at the bidding and for the profit of another,” he wrote, “is not … a satisfactory state to human beings of educated intelligence, who have ceased to think themselves inferior to those whom they serve.”The ideal of escaping from a system of “superiors” and “subordinates” was well expressed by the great German playwright and poet Bertolt Brecht when he wrote that “He wants no servants under him / And no boss over his head.”

The U.S. Trade Deficit
For forty years, the United States has been steadily losing its share of both foreign and domestic markets. The nation’s huge balance-of-trade deficit is the most visible sign of this. After decades and decades of trade surpluses, the United States has posted a trade deficit every year since 1975. America currently imports twice as much merchandise as it exports. Before the recent recession slowed its growth, our trade deficit had burgeoned to over $700 billion annually, equivalent to almost 6 percent of our GDP. With the country’s continuing trade deficits, its reliance on foreign borrowing has increased, and foreign creditors now provide two-thirds of America’s net domestic investment. Today we owe the rest of the world around $6 trillion (the Chinese are our largest creditor)—more than three times what we owed in 2000.

Some economists believe that it is irrelevant that the United States buys more than it sells. Although we are now the world’s largest debtor nation, they reason, we are still the world’s largest and most important economy, so foreigners don’t mind lending us money. Other economists, however, are worried by the country’s consumption-happy ways. They fear that the United States is creating unsustainable global imbalances—imbalances that they see as the root cause of the global economic crisis. In their view, unless both domestic savings and the production of tradable goods increase dramatically, these imbalances will go on causing economic pain at home and serious dislocations abroad. Many economists also worry that its growing trade deficit makes the United States vulnerable to economic extortion. What happens, they ask, if foreigners choose to stop financing our debt? Finally, the trade deficit and our growing international debt have meant an enormous transfer of American assets into foreign hands. The rest of the world now owns significantly more of the United States than it owns of other countries—equivalent to more than 10 percent of the total combined value of the stock market and all residential real estate in the United States. And this gap expands every year as assets, dividends, and interest flow to foreign owners.
Critics argue that poverty and inequality challenge the fairness of capitalism and its claim to advance the interests of all. Defenders of capitalism respond to this in different ways.





As the United States continues to run an enormous trade deficit, its foreign borrowing keeps increasing—with risky consequences, according to some economists.








