The impact of social inequality on social cohes|0105

dr Anatolii Hrynenko, prof. KNEU

mgr Volodimir Kirilyuk

Personnel Management and Labour Economics Departmén

Kyiv National Economic University named after VadymHetman, Kiev, Ukraine

Influence of social inequality on social cohesiomiUkraine

1. Introdution

Social inequality is the main problem of modern istes, which has an
extremely negative impact on social cohesion, whichurn creates barriers to social
and economic development of society and countre ploblem of social inequality
should be considered as a consequence of sociaambmic heterogeneity of labor,
which is the reason some people acquire powertigeeand property, whereas repre-
sentatives of other social groups do not have Hwementioned categories. and the
lack of these categories at the representativeshef social groups.

People differ by sex, age, temperament, height, d@or, level of intelligence
and many other features. Nature gave each perdteredit abilities. Differences
between people that arise from their physiologarad psychological characteristics are
called the natural ones. Natural differences aréréen harmless. They can become the
basis for the emergence of unequal relations betwaedividuals. Strong force weak,
cunning triumph over simpletons. Inequality thases from natural differences is the
first form of inequality that in one form or anothis also manifested among several
animal species. However, in human society the reaaial inequality is the one that is
inseparably connected with social differences,aatifferentiation Pomanosa 2008, p.
51). Social differentiation is the evolutionary pess of social unity dismemberment
during which functionally specialized institutionsgivision of labor; various

professions, status, roles, groups emeByaKos 2011).

2. The notion of social inequality
Differences that are generated by social factifesty/le (urban and rural popu-
lation), division of labor (mental and physical dabworkers), social roles (father,

doctor, politician) and other factors that leaddtfierences are called the social ones.
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Different levels of social development are the &a®ir social inequality and the
emergence of rich and poor, social stratificatidalje 1).

Table 1. The main basic elements of social inequili

Basic element Characteristic
Income The amount of cash flows an individual reegiper unit of time. It can be labor
or ownership of property that “works”.
Education Knowledge complex acquired in educational instig. Its level is measured

by the number of years of study. For example, juhigh school — 9 years.
Professor may have more than 20 years of education.

Power The ability to impose one’s will on others, regas!l of their wishes. It is meas-
ured by the number of people to which it applies.
Prestige Assessment of the individual in sociesy ttas developed in public opinion.

Source: compiled by the authors.

There are different approaches to the definitiosasfial inequality based on the
basic elements of social inequality: functionalistatus explanation and economic ap-
proach.Functionalism explains the inequality on the basislifferentiation of social
functions performed by different layers, classed aommunities. Social functioning
and development are possible only through the idvi®f labor, where each social
group carries out the solution of relevant issuneg are vitally important to the whole
integrity: some are engaged in production of mateoods, others create spiritual val-
ues, some govern etc. The optimal combination Idfiahan activities is necessary for
normal functioning of society. Some of them are enionportant, and some of them are
less important. Thus, the hierarchy of social fior creates the corresponding hierar-
chy of classes and strata that perform these fumgtilndividuals responsible for the
general management and state governing are alvwattseatop of the social ladder, for
only they can support and ensure the unity of tiesy, create the necessary condi-
tions for the successful implementation of otherctions Pomanosa 2008, 52).

A serious danger of subjectivist interpretatiorsesi from the explanation of so-
cial inequality based on the principle of functibnélity. Indeed, why one or another
function is considered as a more significant ohthe society as a whole organism can
not exist without functional diversity. This appobadoes not allow to explain such
realities, as individual's recognition of affiliati to the highest strata without his or her
direct participation in the management. That is whyParsons considered social
hierarchy as an essential factor that ensuresi#tiglity of the social system and linked
its configuration with the system of the dominaatues in the society. According to
him the location of the social layers in the hiehgris determined by conceptions of

importance of each layer that formed in the sodiRbtyianosa 2008, 54).
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Observations of actions and behavior of specifdividuals boosted the devel-
opment of the explanation of the status of sociatjuality Each person acquires a cer-
tain status when occupying a certain place in $pciocial inequality is the inequality
of statuses. It derives from both the ability adiniduals to perform a certain social role
(for example, to be competent to manage, possess@mte knowledge and skills to
be a doctor, a lawyer, etc.) and the possibiligch allow a person to achieve a par-
ticular position in society (property and capitalreership, origin, belonging to the in-
fluential political forces) Eomanosa 2008, 55).

According to this view, the first cause of sociaquality lies in the unequal re-
lation to the property and the distribution of whalThis approach is most clearly
manifested in Marxism. According to it the emergemé private property led to the
social stratification and the formation of antagwici classes. The exaggeration of the
role of private property in the social stratificatiof society led Marx and his followers
to the conclusion that it was possible to elimirgdeial inequality by establishing pub-
lic ownership of the means of production.

The absence of a unified approach to explainingotigins of social inequality
is the result of the fact that social inequality ladways been considered on at least two
levels. Firstly, as a property of society. Writte@story does not know of a society with-
out social inequality. The struggle of people, jgartgroups and classes is a struggle for
the possession of bigger social opportunities, fiisrend privileges. If the inequality is
an inherent property of the society, therefordai$ a positive functional load. Society
reproduces inequality, because it needs it as @sai life support and development.

Secondly, inequality is always perceived as unegelations between people,
groups. Therefore, the desire to find the origihsuxh unequal situation in the peculi-
arities of the person’s position in society — pmpgossession, possession of power,
personal qualities of individuals — is only naturBhis is a widespread approach nowa-
days.

Inequality has many faces and is manifested irouarlinks of the single social
organism: family, institution, enterprise, smalbldarge social groups. It is essential for
the organization of social life. Parents, having #lilvantage of experience, skills, avail-
able funds compared with their young children hthwe opportunity to influence the
latter, making their socialization easier. The fisrang of any enterprise is based on
the division of labor into managing and subordimatperforming labor. The emergence

of a leader in the collective contributes to ithe&sion, becoming a stable formation, but
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at the same time is accompanied with the gran@agdér special rightsl{canosa 2012,
45).

All societies known to history were organized iway that some social groups
have always had a privileged position if compareth wthers, which was reflected in
the unequal distribution of social benefits andpogssibilities. In other words, social
inequality is intristic to all societies without @ption. Even ancient philosopher Plato
argued that any city, no matter how small it mayibeactually divided into two halves
— one for the poor and another for the rich, amy #ire at war with each other.

"Social stratification" is one of the basic coneept modern sociology. Social
stratification — the location of individuals andogps from the top down in horizontal
layers (strata) on the basis of inequality in inegpreducation level, amount of power,
professional prestige. Stratification reflects abbieterogeneity, division of society into
many layers, inequality of social status of socetynembers and social groups, their
social inequality €srymenko 2012).

Social differentiation is the process of emergentdunctionally specialized
institutions and division of labor. It is the ba%$ stratification. Highly developed
society is characterized by a complex and diffes¢ed apparatus, diverse and rich
status-role-playing system. Some social statusds@rs are more preferred and pro-
ductive for individuals and are more desirable prasbtigious as a result whereas others
are considered by the majority as something hutmfa coupled with a shortage of
social prestige and low level of life in generahig does not imply that all statuses that
emerged as a product of social differentiationaranged in hierarchical order. Some
of them, such as age, do not contain grounds @aquality.

Inequality between people exists in any societys Thquite natural and logical,
given that people differ in their abilities, intstg, life preferences, values, etc. Every
society has rich and poor, educated and uneducatedrprising and unenterprising,
those with power and those who are deprived dhitonnection with this the problem
of the origin of social inequality, attitude toahd ways to eliminate it have always
caused an increased interest not only among plpless and politicians, but also
among ordinary people who see social inequalityjastice.

The inequality of people was explained in differestys in the history of social
thought. Different scholars called it original inedjty of souls, divine providence, the

imperfection of human nature, functional necessiogmparing it with the organism. In
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our opinion, the most significant approaches toekglanation of the concept of social

inequality were the ones presented in Table 2.

Table 2. The main approaches of the scientists thé understanding of social inequality

Author Approach to the understanding of social uradity
K. Marx He linked social inequality with the emenge of private property and the conflict
of interests of different classes and social groups
R. Dahrendorf He also believed that the economit status inequality that was the basis of the
ongoing conflict between groups and classes, amdtituggle for the redistribution
of power and status formed as a resultttef market mechanism that regulated
supply and demand.
P. Sorokin He explained the inevitability of sodiaquality by the following factors: internal
biopsychic differences of people, environment (retand social) that objectively
puts individuals into unequal conditiongint collective life of individuals tha
requires the organization of attitudes and behayiohich leads to the division ¢
society into those who rule and those who are ruled
T. Pearson He explain that social inequality exlisteevery society because of the presencg of
hierarchic system of valueBor example, American society's main social vatug i
considered to be a success in business and cacescjentists in the area of tegh-
nology, directors of factories, etc. have highatist and income, whereas Eu-
rope the dominant value is the "preservation ofural models" and the society
gives special prestige to intellectuals-humanitesjeclergymen, university profes-
SOrs.
Source: IT1.A. Copokun (1992), Yenosex. Lusunuzayus. Obwecmeo, Iloamtusmar, Mocksa; P.
Hapennopd (1994), Dnemenmur meopuu coyuanvhoeo kongnuxma, http://fecsocman.hse.ru/data/968/645/
1216/019_darendorf.pdf (28.12.201B)B. Bep6eus, O.A. Cybor, T.A. Xpuctiok (2009), Coyuonoeus,
KOHIOP, Kuis.

=+

Social inequality, being inevitable and necessiarypanifested in all societies at
all stages of historical development. Only the €hapd the degree of social inequality
change. Otherwise, individuals would have lostititentive to engage in complicated
and time-consuming, dangerous or boring activiied improve their qualification lev-
els. Society uses income and prestige inequalitynddivate individuals to have im-
portant, but difficult and unpleasant occupati@rs;ourage more educated and talented

individuals, etc.

3. Social inequality in Ukraine and Europe

The problem of social inequality is one of the maaite and urgent problems in
modern Ukraine. Division of the population intohriand poor in the absence of a sig-
nificant middle class, which is the basis of ecomostability and development of the
state, is a feature of the social structure of Wkaa society. The impact of social ine-
quality on social cohesion is displayed in Figure 1

Income of the population has traditionally been blasic component of meas-
urement of socio-economic inequality in societyeTgroblem of inequality is closely

linked with the problem of social cohesion, soamlusion, and public trust. Excessive
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social inequality that usually leads to social fregtation hinders the development of
society and progress. Awareness of material inéguaéepens when achieving a cer-

tain level of prestige, power, status is perce@edinreasonable and unfair in society.

Figure 1. The impact of social inequality on sociatohesion
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Source: compiled by the authors.

Economic inequality in Ukraine is an interestinggpbmenon. On the one hand,
according to official statistics, our country isryeequal among other countries, but on
the other the surrounding reality and wellbeingh@ population do not confirm this.
According to UN data, the share of the richest 1I0%krainian gross income amount-
ed to about 22.5%, while the share of the poor@% amounted to 3.8%. The gap may
seem great — the rich get 6 times more income ti@ipoor — but in most countries the
gap is even greater. Even in Sweden which is fanhmugs generous social support it

equals 6.2, that is, slightly more than in Ukrajredlected in Figure 2).

Figure 2. Indicators of income inequality in Europein 2009
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m The ratio of incomes of the richest 10% and poat8%6, in 2009

The Gini index of income in 2009

SourceHuman Development Report 2015: Work for Human greént(2015),
http://hdr.undp.org/en/content/income-gini-coe#iui (28.12.2015).
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In countries of Eastern Europe such as Polandtahgd the ratio between the in-
come of the richest 10% and poorest 10% is, resadgt9 and 10.3, that is much high-
er than in Ukraine. Even the state-capitalist Bedlamwhere there are almost no large
private enterprises has a ratio of income betwednand poor of 6.1, still higher than
in Ukraine.

The first ratio (ratio of incomes of the richestigmoorest) is not the best meas-
ure of inequality of income distribution — becauisdoes not account for 80% of reve-
nues of population. A so-called Gini index is useda more thorough comparison.lIt
can range from 0 to 100 (or from O to 1), where €ans that all incomes are exactly
equall, and 100 means that all gross income goeslyoone person.

In 2009 Gini index was equal to 28.2 in Ukraine kttke bit higher than in Swe-
den (25.1) and in Belarus (25.8). In most otherogaan countries this index is still
higher. If compared with Poland and Russia, whieeeGini index is 34.9 and 37.5 re-
spectfully Ukraine looks like a country with relatly high economic equality.

However, such informal Ukrainian realities, as fayment of wages "in enve-
lopes" and minimization of official business prsfiurther reinforce the inequality of
incomes, and consequently have a negative impaitteosocial cohesion of the Ukrain-
ilan society. The reason for this is a repressixesistem, inadequately high pension
taxes on salaries and other problems that the goment creates for the private sector.
According to the estimations of Professor FriediSdhneider of the University of Vi-
enna, one of the most competent experts in theoshadonomy, the shadow economy
in Ukraine is over 55% of GDRK¢ppecnonoenm: Ykpauna... 2012). For comparison,
in Poland it was equal to 26.3% of GDP and in Hupgfawas equal to 23.4% of GDP.
Unfortunately, there is no reliable way to estimiie distribution of shadow incomes.
However, the factors that cause high level of shadoonomy in Ukraine show that this
distribution is very uneven. The highest incomemcomes from businesses — in the
country are minimized. Wages in sectors with a Hagbor content and, accordingly,
high wages, are paid fully or partly "in envelopds&cause high pension taxes encour-
ages employers to do so. Finally, huge corruptimomes of Ukrainian officials, which
by definition are very unevenly distributed witlspect to the total population, are also
the part of the shadow economy.

Experts have different assessments of the extgmbwerty in Ukraine, referring

to the different methods of calculation. Accordiogthe absolute concept of poverty in
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accordance with international criteria proposedtiiy UN 2.9% of Ukrainians were
considered to be poor in 2013. 9.9% of Ukrainiaeseaconsidered to be poor accord-
ing to the criterion of the minimum subsistenceeleX\ccording to the relative criterion
the share of the poor in Ukraine amounted to 25@2013. According to sociological
data of a competent European institutions "Eurabater" — 58%. Figure 3 shows the

percentage of poor people according to the Europethodology.

Figure 3. The percentage of poor people in Europ@i2013
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Source: Eurostat, 2015.

According to the UN and the European Sociologiealvige "Eurobarometer” in
2013 the poverty rate in Europe ranged from 9%c@hand to 64% in Moldova (people
whose income is less than 60% of the average icdbatry are considered poor in the
EU. Also all the social payments are taken intamaat). And the monthly salary, which
is considered an indicator of poverty differs sfigaintly in European countries: Roma-
nia — 97 euros; Bulgaria — 108 Euro; Poland — 200%€ Germany — 912 Euro; Sweden
— 1014 euros and Luxembourg — 1545 euros (maximats among European coun-
tries). Although poverty indicators in Ukraine vaagcording to different methodolo-
gies, all estimates indicate one thing — despeegtieat potential and resources, Ukraine
remains one of the poorest countries in Europe.

The distribution of the total resources of housdbadf Ukraine demonstrates
that it increases towards the wealthiest. If th@pprtion of the total resources between
1 and 7 deciles increases quite equally (approxindéty 1%), the gap between the 9, 8
and 7 deciles is 3%, and between the last two eke€il6% (see Figure 4).

Figure 4 data reflect the fact that Ukraine doebate clearly marked medium

income group of the population (the middle clag#)pse resources would be signifi-
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cantly different from the resources of the pooatstrthe total share of resources popu-
lation of decile 8 owns is only 2.2 times higheauilthe share of population of decile 1.
The population of decile 10 owns more than a fifthihe total resources of households
Ukraine. The main reason that hinder the formatibtihe middle class is the "clan prin-
ciple" of building economic relations in the coynaind the economy as a whole. By
today clans have organized a peculiar economicnpigs that are intertwined with
crime and the authorities. Several such pyramidd st parts of the power system,
especially the executive. They have become monsipatid set their own rules of the
game in all sectors of the economy, having a dexignpact on the production —
through rates, benefits etc.

Figure 4. The wealth of households of Ukraine in diéles in 2013
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Source: Libanova, 2014.

The main causes of a significant inequality of Ukian citizens™ incomes,
which negatively affects social cohesion, can niified with the help of the above-

mentioned analysis of statistical data and sciem#searches in this area (Figure 5).
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Figure 5. The main causes of inequality of Ukrainia population’s incomes

The main causes of inequality of Ukrainian population’s incomes

— High level of “shadowing” the economy and incomes

— A substantial proportion of poor population

- Absence of middle class

— High level of corruption

— Repressive tax system

— Low level of labor compensation

—  Significant inequality of income between urban residents and residents of rural areas

Untargeted distribution of benefits and subsidies

— Bureaucratic and other obstacles for the development of small and medium businesses

Source: compiled by the authors.

4. Conclusions

The problem of inequality is closely linked withetproblem of social cohesion,
social inclusion, and public trust. Excessive sotiaquality that usually produces a
social fragmentation hinders the development ofetpcand progress. Awareness of
material inequality deepens when achieving a aetaiel of prestige, power, status is
perceived as unreasonable and unfair in societgrefbre, the government needs to
influence social inequality through social polieyarder to increase the level of social
cohesion.

Existing social payments and benefits only leathtoeased welfare mentality,
not to the decrease of population’s incomes diffea¢ion. This is a very negative im-

pact on the level of social cohesion of the Ukmainsociety. Despite numerous beliefs
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about the need for equitable distribution of incom@y a small part of the population
needs state support in a market economy. Equalrappites to realize interests of em-
ployable individuals should be established. Morepeguality of conditions of human

existence is hardly possible to provide in practice
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AHHOTANUA

BiusiHMe cOMAIBLHOIO HEPABEHCTBA HA COLMABHYIO CINIOYEHOCTh 00111eCTBA

B crarbe paccMOTpeHO COLMAIBHOE HEPABEHCTBO M €r0 BIMSHHE HA COLUAIBHYIO
CIUIOYEHHOCTh 0011ecTBa. OCBElIeHbl OCHOBHBIE MOAXOAbl K MOHUMAHHUIO COIIMAIEHOTO
HepaBeHCTBA. [IpoaHanmM3MpOBaHBI OCHOBHBIE IIOKA3aTE€IM TAKOI'O HEPAaBEHCTBA B
VYkpaune: uHaekc JKUHHM, COOTHOIIEHHE J0XOAOB OOratbIX M O€IHBIX, MPOLEHT
Oennoctu. IlpoBeneHO cpaBHEHHWE JAHHBIX I[OKa3aTeledl ¢  aHaJOTUYHBIMU
MOKAa3aTeJIsIMU €BPOIENCKUX CTPAH M ONPEIEIICHbBl OCHOBHBIE PUYNHBI 3HAUUTEIBHOTO
HEPABEHCTBA B YKPAMHCKOM OOIIECTBE.

KuroueBsble ci10Ba: conuanbHOE HEPABEHCTBO, COLNAIBHAS CINIOYEHHOCTh, COLMaIbHAas
cTpatuduKaIs, HEPAaBEHCTBO JOXOJIOB, COIIMANIbHAS TTOJIUTHKA.

Abstract
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The impact of social inequality on social cohesion

The article deals with social inequality and itgpamt on social cohesion. It highlights
the major approaches to understanding social inéguAnalyzed main indicators of
the inequality in Ukraine: the Gini index, the catif income between rich and poor, the
percentage of poverty. A comparison of these indisawith those of the European
countries and the main reasons for a considerabtguality in Ukrainian society.
Keywords: social inequality, social cohesion, social stragifion, income inequality,
social policy.



