
LECTURE 1: THE GLOBAL POLITICAL 
ECONOMY OF CAPITALISM 
Dr. Aidan Regan 
Email: aidan.regan@ucd.ie 
Blog: www.capitalistdemocracy.wordpress.com 
Twitter: @aidan_regan 



Social contract 
•  What I expect from you: 

•  Turn up for class 
•  Be on time 
•  Participate  
•  No laptops in class 
•  Read as much as possible 
•  Study and work hard 

•  What you can expect from me: 
•  To learn something new and useful 
•  To be prepared and responsive  
•  To be fair and transparent in assessment  
•  To respect and bring out the best in you 

•  Most importantly: try to enjoy the learning experience! 



Social media 
•  Lecture notes will be distributed after class: 

www.capitalistdemocracy.wordpress.com  
 
Check your emails regularly!  
 

•  I will distribute online articles/intelligent opinion/ 
commentary via our Facebook discussion page and via 
the Twitter hash tag #CapitalUCD  

•  I need a volunteer to set up the page? I will administer it.  

• Break into groups of five: this will be your reading group. 



Course outline 
• Study the detailed module descriptor I have emailed you. 

•  This might change, depending on the pace of our lectures!  

• At the end of each lecture I will ask a discussion question 
to try ground what we are studying in real life problems. 
•  I expect you to at least try and engage! 

•  I will also integrate live issues that relate to the politics of 
advanced capitalism: Apple Tax, Panama Papers, Brexit, 
Donald Trump, the Euro crisis, and much more.  
 



Assessment 
• Blog post: 35% 

• Selecting a real live public policy problem that is related to 
the political tension between capitalism and democracy. 

•  More detail will provided closer to the submission date. This is 
usually due in week 8.  

• Exam: 65%.  
•  Short definitions 
•  Short responses 
•  Two essays 



Winners and losers of globalization 



Introduction  
 
•  The distribution of wealth and income is a core concern in 

the social and political sciences. 

•  Do capitalist markets inevitably lead to the concentration of wealth 
in fewer and fewer hands? 

•  Or do the balancing forces of economic growth and market 
competition equalize distribution? 

•  Thomas Piketty provides 200 years of data to answer this 
question - ‘Capital in the 21st Century’.  



Core theory 

•   When the rate of return on capital grows faster than 
economic growth (R>G) inequality increases. 
•  Capital accumulates and gets more concentrated in fewer hands. 

•  This is not a market imperfection. It is the logical outcome 
of capitalist market economies.   
•  To reverse the inequality effect requires political intervention.  
•  In the conclusion of the book Piketty calls for a global wealth tax. 

• Capitalist democracies = an evolving relationship between 
markets and voters: who gets what, when and how.  



Discussion 
 

• Everyone is implicitly interested in questions of 
distribution: taxes, wages, public expenditure and rent. 

• How much monthly income does a student need to live 
well in Dublin? Does the minimum wage provide this? 

•  If all global income was equally distributed how much would each 
person in the world get? 

 



Per capita 
GDP

Equivalent    
per capita 
monthly 
income

World 7,050 100% 71,200 100% 10,100 € 760 €

Europe 740 10% 17,800 25% 24,000 € 1,800 €

incl. European Union 540 8% 14,700 21% 27,300 € 2,040 €

incl. Russia/Ukraine 200 3% 3,100 4% 15,400 € 1,150 €

America 950 13% 20,600 29% 21,500 € 1,620 €

incl. United States/Canada 350 5% 14,300 20% 40,700 € 3,050 €

incl. Latin America 600 9% 6,300 9% 10,400 € 780 €

Africa 1,070 15% 2,800 4% 2,600 € 200 €

incl. North Africa 170 2% 1,000 1% 5,700 € 430 €

incl. Subsaharan Africa 900 13% 1,800 3% 2,000 € 150 €

Asia 4,290 61% 30,000 42% 7,000 € 520 €

incl. China 1,350 19% 10,400 15% 7,700 € 580 €

incl. India 1,260 18% 4,000 6% 3,200 € 240 €

incl. Japan 130 2% 3,800 5% 30,000 € 2,250 €

incl. Other 1,550 22% 11,800 17% 7,600 € 570 €

Sources: see piketty.pse.ens.fr/capital21c.

Table 1.1: Distribution of world GDP, 2012 

World GDP, estimated in purchasing power parity, was about 71 200 billion euros in 2012. World population was about 
7.050 billion inhabitants, hence a per capita GDP of €10 100 (equivalent to a monthly income of about €760 per month). 
All numbers were rounded to the closed dozen or hundred

(euros 2012)

Population                          
(million inhabitants)

GDP                                                        
(billion euros 2012)                      



Purpose  
•  To study the distributional question systematically  

•  Patiently looking for facts and historical patterns 

• Very few people dispute the wealth and income inequality 
has increased significantly in Europe and the USA 
•  The empirical dispute centers on how to explain this change? 

• Economists often cite technological change whilst political 
scientists tend to focus on changes to public policy. 

• Structural changes in the relationship between private 
markets and the democratic state. 



Measurement  

• Piketty uses two sources of data: the distribution of 
income and the distribution of wealth. 

•  There are two ways to earn an income: owning capital 
(interest on savings, stocks, bonds, rent, real estate) and 
selling your labour (wage income). 
•  The richest are wealthiest when they own capital. 

• When the stock of capital exceeds earned income the 
capital/income ratio in society grows: 
•  Quite simply capital increases its structural ‘power’ within society.  



Main findings 
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Figure I.1. Income inequality in the United States, 1910-2010  

The top decile share in U.S. national income dropped from 45-50% in the 1910s-1920s to less than 35% in the 1950s (this is the fall documented by 
Kuznets); it then rose from less than 35% in the 1970s to 45-50% in the 2000s-2010s. Sources and series: see piketty.pse.ens.fr/capital21c. 



Capital/income 
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Figure I.2. The capital/income ratio in Europe, 1870-2010
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Aggregate private wealth was worth about 6-7 years of national income in Europe in 1910, between 2 and 3 years in 
1950, and between 4 and 6 years in 2010. Sources and series: see piketty.pse.ens.fr/capital21c.



Conclusion  
• Both graphs reflect a U-shaped curve.  

•  Income and wealth inequality declined in the 20th century and 
increased in the 21st century. Why? 

•  In a society where R>G inherited wealth grows faster than 
output and income. It accumulates. 
•  This implies inheritance matters more than hard work. The 

entrepreneur becomes a rentier. Think about housing. 

• Will democratic societies accept a level of inequality that 
undermines a culture of meritocracy? 


