
Week 8: Wealth Inequality in Europe and the US 

Dr. Aidan Regan
Email: aidan.regan@ucd.ie
Website: www.capitalistdemocracy.wordpress.com
Twitter: #CapitalUCD
Teaching assistant: daniel.stairs@ucdconnect.ie 

mailto:aidan.regan@ucd.ie
mailto:daniel.stairs@ucdconnect.ie


Introduction  
In this lecture we are returning to the question of wealth inequality (that is, the 
inequalities arising from capital ownership).  

Global wealth today is estimated at approximately $360 trillion. Over 50% of 
this is estimated to be owned by 1% of the world's population. 

Previously, we concluded that the reason why income inequality declined in the 
20th century was because the income arising from capital ownership declined. 

It is therefore essential that we understand the changing dynamics of who owns 
wealth, and how it is distributed across the population. 



Some cocktail party statistics
26 people own the same amount of wealth as 3.8 billion people in the poorest 
half of humanity. 

Since the global financial crisis, the wealth of the world’s billionaires has 
increased by almost a trillion. 

Average per adult wealth in the US is around 70,000 dollars. But averages can 
be very deceiving. The top 10% in the US own 70% of the wealth.

If established trends in global wealth inequality continue, the top 0.1% alone will 
own more wealth than the global middle class by 2050





Wealth ownership 
Table 7.2 shows that in all known societies the poorest half of the population 
own virtually nothing (generally 5% of wealth). 

The world of the 21st century is no different to the world of the 19th century in 
this sense. The top decile have generally owned between 60-90% of wealth. 

The middle classes have generally owned between 5-35%. This emergence of 
a property owning middle class transformed wealth distribution in the 20th 
century. 

Let's take a look at these empirical trends in rich and emerging countries.
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The mechanism 
What explains the hyper-concentration of wealth up until WW1? It’s decline, 
and rise again?

For Piketty, the fundamental macro-social driving force was R>G. These were 
low-growth societies (G) in which the rate of return on capital (R) was markedly 
stronger. 

If G=1% and R=5% then fortunes grow faster than the economy. This is an 
ideal condition for an 'inheritance society'. 

Most wealth during the 18th and 19th century came from inheritance.



The politics 
But the R>G inequality is dependent upon and shaped by the political context 
within which markets operate, and which are impossible to predict. 

To reverse the R>G inequality, economic growth (G) would need to persistently 
exceed 2 percent over the coming decades and/or taxes on capital (R) would 
need to reduce the net return to below 3 percent. 

Left to its own devices the market will ensure that the inequality in capital 
ownership and wealth will grow indefinitely. 

The freer the capital-market the greater the inequality of wealth.



Conclusion
Wealth inequalities grew throughout the 19th century because of the inequality 
R>G and the absence of a democratic social state. 

Wealth inequalities declined in the 20th century because of the shocks of two 
wars and the creation democratic social rights 

Piketty suggests wealth inequality will increase to 19th century levels again 
because of the return of the inequality R>G (slower growth), and increased tax 
competition among nation-states in a global financial market (lower taxes). 

On this basis he considers a global wealth tax the only option to defend 
democracy against economic inequalities. 


