Great Decisions Class – Chapter Three: Out Sourcing Jobs
Comparative Advantage, page 41 equates to Global Equalization

Disclaimer.

The following is a statistical analysis of an extreme possibility.  It is unlikely to happen. For convenience assume a worse case is on the order of half the effects of the most extreme possibility of averaging. Other things may impact the inevitability of the numbers, a life-ending meteor, nuclear Armageddon, Jihad reaching our shores. Note that most such imaginable events will speed up the process, rather than reverse it.  We can find comfort that the societies of the previous pentacles of civilization, Egypt, Persia, Greece, Italy, France, Britain all continue to exist, albeit at a lesser standard of living than at their peaks. 

Thesis.

As jobs go to Mexico, India and Philippines, it raises the standard of living in those countries, and as their skill become more in demand, their wages rise.  The search for cheap labor will then move to other less developed countries.  Eventually the world standards, living conditions and costs of production will equalize.  We will see the world homogenizing -- there will be differences, but more nearly as there are differences between Mississippi and Massachusetts, rather than Switzerland and Togo.

Timeline. 

Global Equalization will result in raising the standard of living of the lesser half of the planet, at the same time the customary standard of living of the other half will be reduced.

This will not happen during our lifetimes.  But I recommend to you to create a Trust Fund of stocks for your grandchildren and great grandchildren, because yours is the last of the “rich American” generation.

Averaging.

GNP per Capita Dollars produced per person (including retired-workers, non-workers, children)

Group of Seven (G-7) Economic Powers  
$26,440
 Lux 43,000 ... US $31,900

Southern Africa and South Asia

       440  
 Togo, Uganda 320 

LatinAm, EEurope, CAsia, ME, NAfrica, Pac   2,640  

75% of world's population produce less than  $  3,000

10%                                       between  3000 and 9,200

15%                                       greater than         $ 9,200
Average




  $ 5,020. #
This is the standard of living towards which your grandchildren will tend. 

This is less than one-sixth of your current standard of living.

A loss of 84% of your accustomed “American” standard of living 

Think of it as each member of your family adopting 5 Hungarian people to share your current wealth.

More realistically, think of each one in your family adopting 100 Ugandans.  . 

Countries those with current GNP/person that your grandchildren may be living as:

Slovenia
9,999

Barbados
8,990

So Korea
8,490

Argentina
7,550

Uruguay
6,220

Czech Rep
5,020  #

Hungary
4,640

Chile

4,630

Croatia

4,530

Mexico
4,440

Brazil

4,350

Poland

4,070

Slovak Rep
3,770

Others of interest to this class: 

Sudan

   330

India 

   440  

China 

   780  

Philippines 
1,050

Russian Fed
2,250

Def:  GNP, Gross National Product -- total of goods & services at market prices.

This is used here as an international proxy for Personal Income.

The difference between GNP and Personal Income seems to be tax waste (taxes paid minus benefits received) and national debt payments made to overseas lenders (Saudi Arabia, Japan, etc.).

A conversion from GNP to Personal Income  is  $31,900 to $29,676. 

US average vs. Iowa $26,723.

Data is from 2002 World Book Almanac using year 2000 numbers worldwide.
Interesting update per Wikipedia Personal Purchasing Power 2012. World Bank
World has increased from $
 5,020  to
12,100 or 
  2.4 fold.  

USA



31,900

51,748

  1.6 fold


Russia



  2,250

23,600

10,5
(break up Soviet?)

China



    780

  9,083

11.6

India



    440

  3,870

  8.8

So Korea


  8,490

30,000

  3.5

Notice predictions coming true.  We were 6.4 times above world average.  Now only 4.3.
