
Wealth 
inequality
An overview



A few definitions

• Gini coefficient/index: measure of the gap between the lowest and highest 
household incomes expressed in % (Gini index around the world)

• Trickle-down economics: idea that reducing taxes on businesses and the 
wealthy will benefit low- and middle-income workers

• Poverty line: minimum level of income deemed adequate in a particular 
country

• Relative poverty: 

• threshold set at 60% of the national median income by the EU, the OECD and UNICEF

• Synonym for “moderate poverty” (lvl of income still significantly lower than that of the 
majority of the population)

https://www.investopedia.com/terms/g/gini-index.asp


A few landmarks

• The New Deal: series of programs, public work projects, financial 
reforms, and regulations enacted by President Franklin D. Roosevelt in 
the United States in response to needs for relief, reform, and recovery 
from the Great Depression.

• The Great Society: set of domestic programs in the United States 
launched by Democratic President Lyndon B. Johnson in 1964–65

• Occupy Wall Street (2011-2012): protest movement that began on 
September 17, 2011, in Zuccotti Park, located in New York City's Wall 
Street financial district, against economic inequality

• Fat Cat Day (UK): reached on Jan. 3rd in 2020 (article)

https://www.lesechos.fr/finance-marches/marches-financiers/le-fatcat-day-atteint-en-moins-de-trois-jours-au-royaume-uni-338054


Wealth inequality over time

• Did not start with liberal capitalism

• Pillars in non-capitalistic societies:

• Military force

• Legal force

• New element since 1900: tradable intangible assets

• Things scarcely this unequal since before WW2

→ Top 10 richest people of all time

https://theconversation.com/was-there-ever-a-time-when-so-few-people-controlled-so-much-wealth-53350
https://money.com/the-10-richest-people-of-all-time/


https://www.weforum.org/agenda/2019/10/wealth-household-economie/


The big picture

• 2010: 388 people had as much as 
the bottom half→ 2018: 26 people

• 2016: top 1% > 99%

• 2018: top 1%: 45%, bottom 50%: 
less than 1%

• Since 2010: decline in income share
of bottom 50%

• Nb of billionaires: x2 since 2008

https://www.weforum.org/agenda/2019/08/which-countries-have-the-most-wealth-per-capita
https://bigthink.com/politics-current-affairs/oxfam-inequality-poverty


Inequality in the US

• Executive compensation: +940%

• Worker pay: +12% (since 1978)

• Blacks and Hispanics more badly hit (2018 data, source)

Whites Hispanics Blacks Asians

Share of the 
population

60.2% 18.2% 12.3% ~5.5%

Share of people 
living in poverty

47.7% 20.9% 17% 3.7%

https://datausa.io/profile/geo/united-states
https://www.theatlantic.com/business/archive/2017/09/millionaire-tax/538641/


Inequality in the UK

• Poorest 10% paying more in taxes than the top 10% (benefits in kind
excl.). Disposable income: 51% v. 63% (2016-2017) → 66% v. 87% 
(2017-2018)

• FTSE100 earning 132 times more than the average Briton BUT 
transparency from April 2020 onward

• Much damage owing to UK austerity:
• Poverty and esp. child poverty

• Destitution (food banks)

• North-South divide still present

• BUT stagnation of the GINI coefficient

https://www.lesechos.fr/finance-marches/marches-financiers/le-fatcat-day-atteint-en-moins-de-trois-jours-au-royaume-uni-338054
https://www.theguardian.com/society/2019/nov/05/welfare-changes-key-factor-rising-poverty-food-bank-use-study-finds
https://www.independent.co.uk/voices/north-south-divide-life-expectancy-northern-powerhouse-inequality-opportunities-a7887771.html
https://www.theguardian.com/news/2019/sep/09/inequality-is-it-rising-and-can-we-reverse-it


Gini coefficient

https://www.theguardian.com/inequality/2019/may/14/britain-risks-heading-to-us-levels-of-inequality-warns-top-economist


Focus on taxation

• All around the world, wealth is undertaxed

• In the US: 

• Bush + Trump: tax cuts (rich)

• Lately: Democrats (+ Patriotic Millionaires) for taxing more heavily wealth

• Tax credits: child tax credit (issues) + earned income tax credit

• Raise the Wage Act (2017): minimum wage = $15/hour by 2025 (Bezos = precursor)

• In the UK:

• Tax cuts: announced by Johnson then foregone

• State pensions to curb poverty

https://www.newyorker.com/magazine/2020/01/06/the-ultra-wealthy-who-argue-that-they-should-be-paying-higher-taxes
https://www.nytimes.com/2019/12/16/us/politics/child-tax-credit.html
https://www.nytimes.com/2018/10/02/business/amazon-minimum-wage.html
https://www.independent.co.uk/news/uk/politics/tory-manifesto-boris-johnson-tax-cut-high-earners-general-election-latest-a9215966.html
https://oxfamilibrary.openrepository.com/bitstream/handle/10546/620599/bp-public-good-or-private-wealth-210119-en.pdf#%5B%7B%22num%22%3A264%2C%22gen%22%3A0%7D%2C%7B%22name%22%3A%22XYZ%22%7D%2C0%2C731%2Cnull%5D


Bones of contention

• Aggressive taxation on the rich:

• Proponents: Piketty, Abigail Disney, IMF boss (article 1, article 2)

• Opponents (article)

• How inequality should be measured (article) + is it as high as claimed? 
(article)

• Universal Basic Income

https://www.newyorker.com/magazine/2020/01/06/the-ultra-wealthy-who-argue-that-they-should-be-paying-higher-taxes
https://www.theguardian.com/business/2020/jan/07/imf-boss-says-raise-taxes-on-the-rich-to-tackle-inequality
https://www.theguardian.com/business/2019/dec/13/how-to-expand-american-economic-pie
https://www.economist.com/briefing/2019/11/28/economists-are-rethinking-the-numbers-on-inequality
https://www.economist.com/leaders/2019/11/28/inequality-could-be-lower-than-you-think


Potential solutions

• Shutting down tax havens internationally

• Auditing and enforcement ++

• Equalization of tax rates:

• For corporations and other businesses

• For labour income and investment income

• In a nutshell: what usually levels the playing field:

• Collapse of states

• Deadly pandemics

• Mass-mobilization warfare



What’s hot right now?

• 2018: App used to get rid of the homeless in Seattle

• 2019:

• Devastating effect of the 2-child limit in the UK (source)

• Misleading claim that the top earners paid less taxes than the working and middle 
classes (source)

https://www.theatlantic.com/technology/archive/2018/06/an-app-for-ejecting-the-homeless/563849/
https://www.theguardian.com/society/2019/jun/26/two-child-benefit-limit-pushes-families-further-into-poverty-study
https://www.forbes.com/sites/howardgleckman/2019/10/11/are-us-billionaires-really-paying-a-lower-tax-rate-than-working-people-probably-not/


Welfare



Definition

• Welfare state: a government that provides for the total well-being of its
citizens by alleviating inequalities through the funding of healthcare, 
education and benefits (// Socialism), Usually extends to groups other
than the poor (elderly, disabled, students, unpaid workers, caregivers, 
mothers, etc.)

• In the English-speaking world:

• US: not an actual welfare state (Socialism = 4-letter word until recently) but social 
service programs

• UK: liberal welfare state



Landmarks

• UK:

• Elizabethan Poor Laws

• Beveridge Report (1942): instrumental in the birth of the welfare state (Expansion 
of the National Insurance + NHS, 1948)

• US:

• Colonial Poor Laws (//Elizabethan Poor Laws)

• 1930s: Franklin D. Roosevelt’s New Deal (1935: Social Security Act)

• 1960s: Lyndon B. Johnson’s Great Society (Medicare and Medicaid)

• 2010: Affordable Care Act (AKA Obamacare)



Criticism

• Nanny state (1965, popularised by Thatcher, UK)

• → Due to austerity, benefits freeze in the UK since 2015

• « Welfare queen » (Reagan, aimed at Afr. Am. mothers especially, US)

→ 2018: 61% of Americans thinking that too many people were relying on
governmental help

https://www.theguardian.com/commentisfree/2018/oct/19/benefits-cuts-poorest-politics-media-cuts


Some welfare programmes

• US:

• Temporary Assistance for Needy Families (TANF) 

• Food stamps (Snap)

• Medicare + Medicaid

• UK:

• National Insurance (tenet of the welfare state) → NHS, pensions, universal credit

• Free school meals



Focus on healthcare
The US

• No universal healthcare

• Private insurance ++ (~70% of the 
population)

• ~14% of the population without 
healthcare coverage, on the rise since 
2016 (2019 data)

• Skyrocketing prices (private system) -
> issue with price of drugs (epi pens, 
opioid crisis) 

• Obamacare criticised by Trump →
Trumpcare (2017)

https://news.gallup.com/poll/246134/uninsured-rate-rises-four-year-high.aspx
https://www.youtube.com/watch?v=tNla9nyRMmQ
https://www.npr.org/sections/health-shots/2019/12/31/792617538/a-decade-marked-by-outrage-over-drug-prices
https://www.npr.org/sections/money/2019/04/16/713615612/a-guardian-of-global-capitalism-warns-capitalism-has-a-problem


Focus on healthcare – the UK

• National Health Service (1948)

• Most inclusive system in the 
world

• 2010 survey (Commonwealth 
Fund): best rated healthcare 
system in the world

• Chronically underfunded,

• Health expenditures: 9% of the
country’s GDP

https://www.nhsconfed.org/resources/2014/07/uk-nhs-named-best-healthcare-system-by-the-commonwealth-fund


What’s hot right now?

US

• 2019: 

• 700,000 Americans expected to lose 
their food stamps (new Trump rule)

• Child tax credit not benefitting to the 
poorest

• Proposed 6-month paid parental 
leave in California (Gov. Gavin 
Newsom): step 1: extension from 6 to 
8 weeks, enforced on July 1, 2020

UK

• 2019:

• Gvt loses SC fight over the bedroom
tax

• US social security payments at lowest
since launch of the welfare state

• Disastrous consequences of universal
credit and of the increased
automation of welfare

https://www.theguardian.com/us-news/2019/dec/04/food-stamps-snap-trump-sonny-perdue
https://www.nytimes.com/2019/12/16/us/politics/child-tax-credit.html
https://www.nytimes.com/2019/01/06/upshot/a-california-dream-for-paid-leave-has-an-old-problem-how-to-pay-for-it.html
https://edsource.org/2019/california-governor-proposing-more-time-for-parents-to-bond-with-newborns/611340
https://www.theguardian.com/society/2019/nov/13/uk-government-loses-supreme-court-fight-over-bedroom-tax
https://www.theguardian.com/politics/2019/nov/18/uk-social-security-payments-at-lowest-level-since-launch-of-welfare-state
https://www.theguardian.com/society/2019/nov/23/million-families-cut-universal-credit-benefits-debts
https://www.theguardian.com/technology/2019/oct/14/fears-rise-in-benefits-system-automation-could-plunge-claimants-deeper-into-poverty

