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An overview

The good news

Economic growth lifts 
people out of poverty

The bad news

Economic growth increases 
some types of inequality

2

“During the last four decades, macroeconomic 
growth has not been representative of the 
growth experience of the vast majority of the 
population” (p.15)

Saez, E., and Zucman, G., 2020, “The Rise of Income and Wealth Inequality in America: Evidence from Distributional 
Macroeconomic Accounts” Journal of Economic Perspectives, 34(4):3-26
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Helmut Kohl’s promise to the East German people

3Screen shot from “A Perfect Crime”, Netflix, 2020 

Is it a good 
deal?

Global Wealth

4Global Wealth Report 2016, Credit Suisse

The richest 0.7% 
hold 46% of global 

wealth

70% have wealth of 
less than $10,000
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Jerome Kerviel, 
Rogue Societe
Generale trader, net 
worth of -$6bn

Be wary of global wealth figures

5See Salmon, F., “Stop adding up the wealth of the poor” Reuters Blog April 4th 2014
http://blogs.reuters.com/felix-salmon/2014/04/04/stop-adding-up-the-wealth-of-the-poor/

“Wealth, and net wealth are useful 
metrics when you’re talking about the 

rich. But they tend to conceal more than 
they reveal when talking about the poor”

Almost everybody in China is now 
in the top 90% of global wealth

6See https://twitter.com/emollick/status/1504985355023396865

Key points:
• There is a clear 

geographic 
element to global 
income inequality 
(counter example: 
Australia and New 
Zealand)

• America is a very 
rich country
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The median American is richer than the median European

7See https://twitter.com/GarettJones/status/1505169611028897802

This is a robust data 
point – if we remove 
Bill Gates the value 

won’t change!

And billionaires aren’t a distinctly American economic class

8
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Types of inequality

Wealth

Living 
standards

Income

9

Who are the 1%?

10

According to the 2020 
FT rankings, the 
average weighted 
salary for an ESCP 
MIM student, 3 years 
after graduation, was 
$85,309

In 2020 $85,309 ≈ €72,186 

“But I don’t actually receive that!”

Try for yourself: https://givingwhatwecan.org/
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The Kuznets curve

11

Inequality

Income per capita

Devised in the 1950s, the 
Kuznets curve claims that as a 
country develops the rate of 
inequality will initially rise, but 
once it reaches a certain amount 
of wealth inequality will then 
start to fall.

It is based on 35 years of 
empirical data that seemed to 
support this claim.

A modern variation is the 
environmental Kuznet’s curve 
which claims that as a country 
develops the environmental 
impact will rise and then fall.

Empirical evidence for the Kuznets curve

12

There is evidence that it may 
apply across all countries

But not necessarily within 
countries

Charts are taken from a 2002 Gallup study referenced here: 
https://asociologist.com/2013/03/21/on-the-origins-of-the-kuznets-curve/
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Stylised facts and competing explanations

• “It is well established that earnings and income inequality 
have increased sharply in the United States since the late 
1970s”(p.52)

– Changes in returns to education (Goldin and Katz, 
2007)

– Evolution of skills, tasks and technologies (Acemoglu
and Autor, 2011)

– Robotization (Acemoglu and Restrepo, 2020)
– Labour market institutions (Fortin, Lemieux and Lloyd, 

2019)

13Hoffmann, F., Lee, D.S., and Lemieux, T., 2020, “Growing Income Inequality in the United States and 
Other Advanced Economies” Journal of Economic Perspectives, 34(4):52-78

The modern economy is increasingly power law driven

14See https://twitter.com/AdamRy_n/status/1571503586236051456
For more on the economics of Mr Beast, see https://twitter.com/valkatayev/status/1579189807049154560

Mr Beast earns $54m 
revenue  from YouTube!*
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What does a change in the gini coefficient reveal?

• That the distribution has changed
– It doesn’t tell us if people at the top have more or less 

than they used to
– It doesn’t tell us if people at the bottom have more or 

less than they used to
– It doesn’t tell us if people who were at the bottom of 

the distribution in the past have moved closer to 
people who were near the top of the distribution in 
the past

• Good ways to reduce the gini coefficient
– Reduce immigration
– Encourage emigration of high earners

15h/t Stephen Miller

Types of inequality

Wealth

Living 
standards

Income

16



Inequality

www.anthonyjevans.com

A “rock star” economist!

17

In 2014 Thomas Piketty 
published ‘Capital in the 
Twenty-First Century’, which 
quickly became a sensation.

He used a more expansive data 
set to claim that the Kuznets 
curve no longer held –
inequality has been rising in 
richer countries.

Piketty, T., 2014, Capital in the Twenty-First Century, Harvard University Press
See https://nymag.com/intelligencer/2014/04/on-tour-with-rock-star-economist-thomas-piketty.html

The holy grail of academic work – a popular bestseller!

Plausible 
theoretical 
framework

Timely policy 
implicationsNovel data set

18

• Income inequality is driven by the 
capital-to-income ratio

• If the rate of return on capital (r) rises 
faster than the rate of economic 
growth (g) then income from capital 
rises faster than total income 

• Thus when r > g the share of income 
going to owners of capital rises at the 
expense of the share of income going 
to wage earners

Also see Hendrickson, J., 2014, “Unequal to the Task”, National Review, 
https://www.nationalreview.com/2014/04/unequal-task-joshua-hendrickson/

• 80% top rate of income tax
• Annual 5% global tax on 

capital

• Early criticism of the book’s central 
thesis were deflected on the grounds 
that the empirical contribution was 
robust
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Data problems (1)

19* Kopczuk, W., and Saez, E., 2004, “Top Wealth Shares in the United States, 1916-2000: Evidence from Estate Tax Returns?” 
National Tax Journal, 57(2): 445-487; *** Magness, P., and Murphy, R.P., 2015, “Challenging the Empirical Contribution of Thomas 
Piketty's Capital in the 21st Century”, Journal of Private Enterprise, https://papers.ssrn.com/sol3/papers.cfm?abstract_id=2543012

However he blended it with other 
published studies to engineer a U shape 

Kopczuk & Saez (2004) is a key resource used 
by Piketty, but doesn't seem to support his key 
thesis, that inequality has been increasing in 

the 1980s and 1990s

Data problems (2)

20* Kopczuk, W., and Saez, E., 2004, “Top Wealth Shares in the United States, 1916-2000: Evidence from Estate Tax Returns?” 
National Tax Journal, 57(2): 445-487; ** Saez, E., and Zucman, G., 2014, “Wealth Inequality in the United States Since 1913: 
Evidence from Capitalised Income Tax Data” NBER Working Paper, https://gabriel-zucman.eu/files/SaezZucman2014.pdf

This is the top 0.1% 
from Kopczuk & 

Saez (2004)

Saez & Kopczuk (2014)

When challenged by 
the FT, Piketty pointed 

to a new study 

Piketty replied, “If anything, my 
book underestimates the rise in 
[U.S.] wealth inequality”

However these studies use different 
methodologies*** 

• 2004 uses estate tax data
• 2014 uses rates of return on 

capital income

Either is valid, but divergence can 
be due to (irrelevant) changes in tax 
policy. 
• In 1988 the top rate of income 

tax fell from 70% to 28% 
prompting people to switch from 
“business” income to personal

• The rise in tax deferred 
investment vehicles meant that 
lots of capital income for middle 
income people “disappeared from 
the tax data in the 1980s”

But it was unavailable 
when Piketty (2014) 

went to print!
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Data problems (3)

21Magness, P., and Murphy, R.P., 2015, “Challenging the Empirical Contribution of Thomas Piketty's Capital in the 21st Century”, 
Journal of Private Enterprise, https://papers.ssrn.com/sol3/papers.cfm?abstract_id=2543012

Global measures of capital 
concentration increased following 
the end of communism. 

Not because the ratio of capital to 
income rose in capitalist countries, 
but because Piketty removed an 
implausible (and pretty well hidden) 
assumption that communist 
countries have a 1:1 capital to 
income ratio

Measuring wealth

• Household wealth is split between:
– Financial assets (e.g. equities, bonds, pensions)
– Nonfinancial assets (e.g. real estate)

• Consumer durables typically not included
• “For international comparability and conceptual 

consistency, durables and unfunded pensions are 
best left out of wealth” (p.8)

• Important to distinguish between tax units (180m in 2016) 
and households (126m in 2016)
– Multiple tax units can exist in the same household
– “An important area for future research involves 

collecting more data on the division of wealth between 
spouses” (p.8)

22Saez, E., and Zucman, G., 2020, “The Rise of Income and Wealth Inequality in America: Evidence from Distributional 
Macroeconomic Accounts” Journal of Economic Perspectives, 34(4):3-26
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23Saez, E., and Zucman, G., 2020, “The Rise of Income and Wealth Inequality in America: Evidence from Distributional 
Macroeconomic Accounts” Journal of Economic Perspectives, 34(4):3-26

Clinton

Bush

Obama

93 01 09 17

An interesting narrative

Increased from 
0.13% of total 
US wealth in 
1982 to 1.2% 

in 2020. 

The top 0.00001% wealth share

• Saez and Zucman (2020) use data from the Forbes 400 ranking
– “It is not unreasonable to assume that in a given year the 10 or 20 wealthiest people in 

the country are correctly identified by Forbes and their holdings are broadly accurately 
estimated” (p.10)

• It’s a small data set
– 1982: 10 tax units
– 2020: 17 tax units

• It’s hard to measure
– Some hold wealth in private businesses 
– “Changes in tax avoidance, the growth of wealth held in foundations, and the 

globalization of wealth management pose formidable challenges”*

• Attempts to tax it would make such efforts even harder:
– “Valuation of assets for the purposes of a wealth tax is straightforward for publicly traded firms, but 

much less so for closely held firms… a wealth tax, or other steps like requiring financial assets to be 
marked-to-market each would tend to make ownership forms with less effective transparency” (p.48)**

• It doesn’t include political leaders
– The Forbes list don’t make estimates for political leaders. For example Putin and Azerbaijan’s 

President Aliyev aren’t included. This exaggerates wealth inequalities in democracies relative to 
autocracies. See Havrylyshyn, 2020, (p.200)

24* Saez, E., and Zucman, G., 2020, “The Rise of Income and Wealth Inequality in America: Evidence from Distributional 
Macroeconomic Accounts” Journal of Economic Perspectives, 34(4):3-26, p.11
** Kopczuk, W., and Zwick, E., 2020, “Business Incomes at the Top” Journal of Economics Perspectives, 34(4):27-51, p.43
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Is there a need for a wealth inequality equivalent to GDP?

Standardised Routinely 
updated

Broadly 
accepted

Internationally 
comparable

Government 
produced

25

National accounts are used to create GDP figures

Saez, E., and Zucman, G., 2020, “The Rise of Income and Wealth Inequality in America: Evidence from Distributional 
Macroeconomic Accounts” Journal of Economic Perspectives, 34(4):3-26

Do we need the 
same for income 
and wealth 
inequality?

Wealth taxes

• There are different ways to tax wealth
– The returns of wealth

• Dividends from shares, rent from property, the 
increase in an asset’s value (capital gains) 

– The transfer of wealth
• Inheritance, gifts, stamp duty (and other property 

taxes)

• Renting/leasing assets don’t count
• A wealth tax is a tax on the ownership of net wealth

Net wealth = Total assets – debt

• What counts as net wealth?
– Gold?
– Bitcoin?
– Fine wines?

26From Arun Advani’s testimony to the Treasury Select Committee, November 2020
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How do you feel about a wealth tax?

27

https://forms.gle/mDcbLFHxvX227WHJ9

See “Quiz yourself whether a Covid wealth tax is a good idea” by Chris Giles, Financial Times, December 10th 2020
https://www.ft.com/content/e3d0a65e-1d1b-4121-a0b2-58baa6465462

A leased sports car and a mortgaged 
penthouse aren’t net wealth but an NHS 

consultant’s pension is

A wealth tax harms prudent people and 
bails out the reckless

The playboy doesn’t have any wealth of 
their own, in this example

Alternative policy prescriptions

• A standard approach to tax policy*
– Ensure against idiosyncratic risk (i.e. the lottery of birth)
– Without damaging productivity and wealth creation

• Land Value Tax is an efficient (but unjust?) expropriation from current 
owners

– Is it civilised to confiscate the returns from legal investment decisions 
(that have already been taxed in other ways?)

• Could levy a Value Added Tax (VAT) on “housing services”**
– E.g. 20% imputed rental income
– Neutral because all VAT taxes improved values
– Consumption taxes are less inefficient than transaction taxes (which 

distort behaviour)
– Historically “flow” taxes (e.g. Stamp Duty) were levied because they 

were easier to administrate
• Inheritance tax is a blunt tool to counterbalance the benefits of inheritance

– “the inheritance of wealth is correlated with a great deal of other 
family-dependent traits, such as family structure, work ethic, and 
genetics”*

28* Hendrickson, J., 2014, “Unequal to the Task”, National Review, https://www.nationalreview.com/2014/04/unequal-task-
joshua-hendrickson/; and **Southwood, B., 2014, “Beyond the call of duty”, https://www.adamsmith.org/research/beyond-
the-call-of-duty

All wealth is stockpiled future 
consumption, so consumption taxes 

are a one off tax on wealth
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Inequality policy matrix

At what stage of production do we intervene?

Before During After

Which kind of 
inequality do we 

care about?

Bottom

Endowments (e.g. 
universal healthcare, 
education); universal 
basic income

Minimum wages Social transfers (e.g.
welfare); full 
employment macro

Middle 
Public spending on 
higher education

“Good jobs” policies, 
trade agreements,
innovation policies

Social safety nets, 
social insurance

Top Inheritance/estate
taxes

Regulation, anti-trust Wealth taxes

29Via Blanchard, O., and Rodrik, D., (Eds) 2021, Combating Inequality: Rethinking Government’s Role
https://twitter.com/rodrikdani/status/1365420341032542214

Types of inequality

Wealth

Living 
standards

Income

30
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Even historic billionaires were poor by modern standards

31

Who has the better quality of life?

1878
Mansion in Nob Hill, San Francisco, belonging 
to Mark Hopkins Jnr (then worth $20m-$40m)

Over $700m today ??

2010
Typical American family home

See http://coyoteblog.com/coyote_blog/2007/04/a_zerosum_wealt.html

• Hot and cold water
• Electricity 
• Air-conditioning
• Flushing toilets
• Computer with internet connection
• TV sets and DVD collection
• Refrigerator, toaster, vacuum cleaner, coffee maker

• Died at 64, lost a child
• Over a week to cross the country
• No ice, no radio
• House destroyed in 1906 earthquake

The appropriate comparison

• It’s better to be a poor person in a rich country than a rich 
person in a poor country

• It’s better to be a moderately wealthy person in a rich 
country today than a rich person in a rich country in the 
past

• This is because economic growth has delivered higher living 
standards for the typical household

32
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The great levelling

33Khloe Kardashian’s pantry, via The Home Edit
https://www.instagram.com/p/Ca5k-LSO4tI/?utm_source=ig_web_copy_link

The poor have more

34W. Michael Cox and Richard Alm “How Are We Doing?” The American July/August 2008
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Maybe we should focus more on consumption than income

• “But measures of income inequality are misleading because 
an individual's income is, at best, a rough proxy for his or 
her real economic wellbeing. Because we can save, draw 
down savings, or run up debt, our income may tell us little 
about how we're faring. Consumption surveys, which 
track what people actually spend, sketch a more lifelike 
portrait of the material quality of life. According to one 
2006 study**, by Dirk Krueger of the University of 
Pennsylvania and Fabrizio Perri of New York University, 
consumption inequality has barely budged for several 
decades, despite a sharp upswing in income inequality”

“The new (improved) Gilded Age”, The Economist, Dec 19th 2007

• Lifestyle gaps are shrinking
– A washing machine is a washing machine
– An iPhone is an iPhone

35

How can you tell who is wealthy?

• A good heuristic to ascertain the wealth of a country is by 
taking public transport and noticing the quality of peoples 
shoes

• “watch the marches on May first every year… look at 
people’s feet, and what kind of shoes they have. I know 
that people do their best to look good on that day. I know 
that they cannot borrow their friend’s shoes, because their 
friend will be out marching too. So I look. And I can see if 
they walk barefoot, or if they have bad shoes, or if they 
have good shoes. And I can compare what I see with what I
saw last year”

Pascoal Mocumbi, Prime Minister of Mozambique

36Rosling, H., 2019 [2018], Factfulness, Sceptre, p.191
* See https://coldwarconversations.com/episode237/

This is also good for espionage. In an episode of ‘Cold War Conversations’ the former 
CIA agent Marti Peterson explained how she could tell if she was being followed 
by KGB agents by looking at people’s shoes on the subway. Agents would often 

change their hats and coats but they wouldn’t change their shoes.* 
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Profits versus rents

37

Bill Gates
Founder, Microsoft

$132.2bn net worth as 
of 2022*

Ken Lewis
CEO Bank of America
In 2007, during TARP, 

earned $24.8m total 
compensation**

* https://www.forbes.com/profile/bill-gates/?sh=1b1aa33d689f,
** https://money.cnn.com/news/specials/storysupplement/ceopay/
*** https://www.indiatimes.com/trending/social-relevance/russia-vladimir-putin-lavish-homes-luxury-superyacht-563147.html

Vladimir Putin
President of Russia

2018 net wealth 
approx. $200bn**

Profits Rents??

Businessmen, not politicians. 
Participated in the private sector

Lack of competition, access to state institutions, no obvious link 
between activities and actual wealth creation

38
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The families

39

The Parks
The Kims

Ki-taekDong-ik

The Gook’s

https://www.sli.do/
Code: 90302

A conventional take on ‘Parasite’

• “his films always pair heart-stopping and imaginative terror with humor and a healthy dose of 
raging at inequality”

• “pointedly critical of the vast inequalities in its world… the inability of the haves to recognize 
how their lives affect the have-nots”

• The noble poor vs. the wasteful rich
– “a satirical story of grifters — specifically, the Kim family, who aren’t poverty-stricken yet 

but are definitely headed that way… The Kims scrape to make ends meet, folding pizza boxes 
to earn a little cash”

– “the Parks seem to live an untroubled and happy existence; their crime is in being so 
comfortable that they can’t really imagine anyone is struggling.”

• The promise of peace
– “son Ki-woo is given a great opportunity… and starts tutoring Da-hye (Jung Ji-so), who 

promptly falls in love with him”
– “Through some fortuitous events and also some mild-to-moderate lying, Ki-woo soon 

succeeds in getting the Parks to hire the rest of his family members”
– “Everyone seems happy. Everything is good in the world.”

• The conclusion
– “The fun in unraveling Parasite is figuring out just who the title is about and why they’re the 

parasite here”

40See Wilkinson, A., “The ferocious, chilling Parasite is an essential thrill ride about social inequality” Vox, September 13th 2019 
https://www.vox.com/culture/2019/9/13/20864365/parasite-review-bong-joon-ho
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An alternative take on ‘Parasite’

• There are good people
• The Parks
• Unlike most wealthy 

patriarchs, Dong-ik Park is 
presented as a good man

– He works hard
– There’s no evidence that 

he obtains his wealth 
through illicit means 
(he’s not a criminal, and 
doesn’t work for an 
unethical organisation)

– He is present for his 
children

• The family don’t do anything 
wrong at all

– The pay generous wages 
(including overtime)

– There is no exploitation
• Only criticism

• They are naïve
• They are 

insensitive

41See Tabarrok, A., “The Gaslighting of Parasite”, Marginal Revolution, June 25th 2020 
https://marginalrevolution.com/marginalrevolution/2020/06/the-gaslighting-of-parasite.html

• There are bad people
• The Kims
• The Kim family are not 

discriminated against
– They aren’t in a 

disadvantaged ethnic 
group

– Kids are intelligent and 
attractive

• They are lazy
– They fail at folding pizza 

boxes due to laziness
– They harm other, hard 

working people (not a 
pizza chain)

• Their actions are abhorrent
– Ki-Woo Kim (the son) 

obtains a job through 
fraud (doctored degree)

– He emotionally 
manipulates Da-Hye Park 
(the daughter) and 
betrays her privacy

• The lesson is clear
• The Kim’s are fumigated

– It isn’t pathos, we’re not 
supposed to sympathise 
with them, but be 
disgusted by them

• They’re used to living in filth
– Smoking = relaxation

• They aren’t lacking an 
opportunity

– When they take over an 
immaculate house they 
get drunk and cover it in 
trash

• The Kims are deceptive and 
destructive

– They are a shitty family
• The Parks are nice but naïve

– They are abused and 
exploited

The bad news

Income gaps are growing…

The good news

Lifestyle gaps are shrinking

... and poverty is falling

In conclusion

“People die of poverty, 
not inequality” 

José Piñera
(Former Minister for Labour, Chile)

For further resources: https://anthonyjevans.com/inequality/ 42
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Reserve

43

Vernon Smith’s Nobel banquet address

• “I wish to celebrate: 
– Humanity’s most significant emergent creation: 

markets. 
– The ancient Judeo Commandments: Thou shalt not 

steal or covet the possessions of thy neighbor, which 
provide the property right foundations for markets, 
and warned that petty distributional jealousy must 
not be allowed to destroy them. Neither shalt thou 
commit murder, adultery or bear false witness, which 
the foundations for cohesive social exchange.”

44In his 2002 Nobel banquet address, Vernon Smith warned about allowing distributional envy to obscure the importance of 
wealth creation. See https://www.nobelprize.org/prizes/economic-sciences/2002/smith/speech/
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The key question

• If the present income distribution is deemed unjust, then 
what would a “just” income distribution look like?

• Is there an a priori view on that? If not, how can you deem 
the existing one to be bad?

• Alternative: judge the process not the (momentary) 
outcome

• A pro capitalist view:
– Result of capitalism: just
– Result of crony capitalism: unjust

45

Who has benefited most from growth?

46Christoph Lakner & Branko Milanovic, 2016. "Global Income Distribution: From the Fall of the Berlin Wall to 
the Great Recession," World Bank Economic Review, World Bank Group, vol. 30(2), pages 203-232.

The global 
middle class

The ultra 
rich
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Measuring income

• Reasons for wanting to understand the split between 
“labour income” and “capital income”:

1. Shows the impact of technology and underlying 
economic factors relative to institutions or public 
policy on driving economic inequality

2. Reveals paths to the top end of the income distribution 
and reveals insights on intergenerational mobility 

3. Helps guide policy decisions on how to alter post-tax 
income distribution

47Kopczuk, W., and Zwick, E., 2020, “Business Incomes at the Top” Journal of Economics Perspectives, 34(4):27-51, p.43

Measuring business income

• It’s not obvious whether the return that someone receives 
through a partnership should be treated at “wages” or 
“profits”*

• More US business income is passed through to owner-
managers than via corporate profits tax*

– “a considerable part of the increase in the top 1 percent share 
of income since the 1980s can be accounted for as a shift to 
the pass-through corporate form, not an actual rise in business 
income for this group” (p.28)*

• Role of pass-through entities**
– E.g. Partnerships, S-corporations, sole proprietorships
– Recipients receive taxable income rather than taxed as 

corporation tax
– “when more businesses operate as pass-throughs, more income 

mechanically shows up on individual income tax returns, 
especially at the top-end of the income distribution” (p.14)** 

48Kopczuk, W., and Zwick, E., 2020, “Business Incomes at the Top” Journal of Economics Perspectives, 34(4):27-51
Saez, E., and Zucman, G., 2020, “The Rise of Income and Wealth Inequality in America: Evidence from Distributional 
Macroeconomic Accounts” Journal of Economic Perspectives, 34(4):3-26
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Income distributions

49

Median income at the 80th percentile rose by 55% in real 
(inflation adjusted) terms from 1967 – 2002, but that 

applies to many people who entered the 80th percentile. 
It isn’t necessarily a separate group.

UK data from ONS, Average household income, UK: financial year ending 2019, March 5th 2020.
See “Hans Rosling on why most of the world is better off than you think” [https://youtu.be/1vr6Q77lUHE]
[https://www.ons.gov.uk/peoplepopulationandcommunity/personalandhouseholdfinances/incomeandwealth/bulletins/householddisposableincomeandinequality/financialyearending2019] 

Real median 
income has risen 

Because people pass through 
the income distributions

Consider Premier League managers

50Data source: https://sportekz.com/football/premier-league-managers-2020-salaries/ and season end points total.

• Higher paid managers 
have better 
performance

• But high points tallies 
are progressively more 
expensive

• There is large income 
inequality amongst PL 
managers

• Does Pep Guardiola’s 
salary negatively impact 
other managers?

• His success makes it 
harder for them to 
justify more wages, but 
that’s because football 
is a negative-sum game

• The economy, by 
contrast, is positive sum
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Which job is more important?

President Janitor

President Barack Obama fist-bumps custodian Lawrence Lipscomb in the Eisenhower Executive Office Building
Photo by Pete Souza/The White House 
See: https://www.theguardian.com/artanddesign/2016/may/29/pete-souza-photographing-the-real-barack-obama

Which janitors are more important?

52

Google

Photos: https://www.reviewjournal.com/wp-content/uploads/2017/08/9148048_web1_mcdonalds_083017ev_001.jpg and 
https://www.sfgate.com/bayarea/article/Google-staffers-janitors-pair-up-for-ESL-4016806.php#photo-3699382

McDonald’s

Don’t conflate “value as a human being” 
with how marketable their skills are
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Returns to talent

• Imagine that a really good janitor is 5% more productive 
– What’s the impact on GDP?
– What should be their impact on salary?

• Imagine that a really good football player is 5% more 
productive
– What’s the impact on GDP?
– What should be their impact on salary?

• Imagine that a really good CEO is 5% more productive
– What’s the impact on GDP?
– What should be their impact on salary?

53

Would you rather be:

Assumptions:
• You only care about personal consumption
• “Rich” = top 10%
• “Poor” = bottom 10%

54

A rich person in a poor 
country

A

A poor person in a rich 
country

B



Inequality

www.anthonyjevans.com

Evidence

• And indeed migration patterns seem to confirm that people 
care more about absolute income rather than relative 
income

55

GDP/capita Income share Represent-
ative income

A rich person 
in a poor 
country

$868 Top 10%
=0.35

$3,039

A poor person 
in a rich 
country

$34,767 Bottom 10%
=0.027

$9,387

A

B

2004; PPP adjusted dollars
Source: Dani Rodrik, “And the winner is …” May 5th 2007

The problem with oligarchy

56

Share of national wealth held by 
Forbes billionaires

Havrylshyn, O., 2020, Present at the Transition, Cambridge University Press, (p.183-187)
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Inequality and the tax system

57Saez, E., and Zucman, G., 2020, “The Rise of Income and Wealth Inequality in America: Evidence from Distributional 
Macroeconomic Accounts” Journal of Economic Perspectives, 34(4):3-26

Why not the same 
attention to detail 
at the lower end of 

the distribution?

“in 2018, the US tax system looks like a giant flat tax that 
becomes regressive at the very top end” (p.21)

The very rich earn 
income through 

corporations

“the transfer system is closer to a flat 
amount per person” (p.22)

The transfer system
1. Cash transfers

• 2-3% of GDP
2. In-kind transfers

• Grown from 0 in 1960 to 8% of GDP in 
2018

• 90% relate to Medicare and Medicaid
• Lost of these go to the poorest 50%

3. Collective consumption
• Public goods (e.g. education, defence, 

public order)
• 18% of GDP and stable since 1960

Surely poorest 1%, 
or poorest 0.1% face 
an average tax rate 

below 20%?

Key point: returns on capital help workers

• Marx: all capital goods are created by labour, therefore the income 
generated by the production of capital goods should go to the workers

• Therefore capitalists, who own capital goods and receive a return on 
capital (as opposed to labour), are exploiting those workers

• However, workers would receive the full value of the chain of production 
if they waited until the products were sold before being paid

• In this situation, the workers are doing the saving, and so there is no 
return on capital

• But if workers want to be paid as they complete their work, those 
savings need to come from somewhere else – capitalists

Ø Capital owners loan money to workers to enable them to receive a return 
on labour before the products are sold

Ø The return on capital isn’t “surplus value” but compensation for 
brokering the passage of time 

58I saw this explanation form Jeff Hummel
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Measuring wealth in an anthropological context

• “People are partly reluctant to disclose their savings; 
mostly they just do not know their own net worth. It tends 
to be revealed, often as a surprise, only at death. So while 
it is a move in the right direction to seek to compare 
wealth rather than annual income, and while it would be 
much more revealing of social trends if the comparison 
could be standardised and made accurate, the data is so 
difficult to measure as to be full of traps for the unwary 
anthropologist”

Douglas and Isherwood, 1979

59Douglas, M. and Isherwood, B., 1979 [1996], The World of Goods, Routledge (p.115)

Some concerning global facts

• “In Indonesia, the Philippines, and Thailand, ten rich 
families control half of the corporate assets. The 
concentration of ownership in a few hands reflects the 
absence of formal shareholder protections.”

60McMillan, J., 2002, Reinventing the Bazaar, W.W. Norton & Co. (p.180)
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Underground (1995)

61

Appearing from underground captivity 
to confront a confusing situation due 

to odd costumes, leading to violence…


