
Course 11: 
The contradictions of contemporary 
capitalism in terms of poverty and 

inequality 
 



Branko Milanovic’s Elephant (from WID) 

Source: WID.world (2017). See wir2018.wid.world. 



Poverty and Inequality 

• Poverty (disposable income: + transfers – 
taxes) 
– Global absolute measure : World Bank (2011): 

$1.90 a day at PPP 
• In 2015 (latest figures) 10% of world population 736 

million people 

• In 25 years from 1990 to 2015, extreme poverty fell 
from nearly 36% to 10%  

• But the world as a whole is not on track to target of less 
than 3% by 2030. 

• BEFORE COVID-19 (but after GFC!) 

Source : www.worldbank.org retrieved 15 April 2020 

http://www.worldbank.org/


Poverty reduction – Millennium 
Development Goals (MDGs) 

• MDGs (2000):“By 2030, eradicate extreme 
poverty for all people everywhere, currently 
measured as people living on less than $1.25 a 
day.” 

• Nearly 1.1 billion fewer people are living in 
extreme poverty than in 1990. In 2015, 736 
million people lived on less than $1.90 a day, 
down from 1.85 billion in 1990. (World Bank: 
https://www.worldbank.org/en/topic/poverty/ov
erview). 

 



First World Problems? 

– US absolute: value of a basket of goods: 
• “dollar amount for the sum of three broad categories 

of basic goods and services — food, clothing, and 
shelter (including utilities) 

– 1 person (under 65) $13,300 (2017): 4-person 
household (2 adults-2 children) $25,926. 

 

– EU relative poverty: >60% of median equivalised 
disposable household income 
• Social exclusion – not being able to participate in 

society 

 



Inequality 

• Various measures: Gini coefficient (0 or 0% 
total equality: 1 or 100% total inequality 

 
In practice, max Gini is 0.7 or 70%  
for a population to survive. 
Everyone needs something! 
 
Equal developed societies: 
Iceland: 0.246 (2015) 
US: 0.390  
Source: OECD 
 
Other measures: ratio of top 
10%/20% to bottom 10%/20%. 



Global Inequality 

Source: IMF Fiscal Monitor: 
Tackling Inequality, 
October 2017. 



The concentration of income (WID) 



Trends in the top 10% income share 



Share of top 1% (incl. South Africa) 



OECD Income inequality, Gini coefficient  (2019 or latest) 

Source: OECD Data, Income inequality, retrieved 16 April 2020. 



Thomas Piketty’s Critique of Inequality Data 
Le Capital au XXIe siècle, Seuil, 2013. 

• 1/ The usual indicators of inequality (Gini 
coefficient: ratio of Top Decile/Bottom Decile are 
too broad).  

 What is happening in Top 10%? 
 What about the 1%? 
• 2/ Indicators of inequality are usually about 

income not wealth: much more concentrated. 
• 3/ under normal circumstances r > g, so wealth 

will concentrate 
• 4/ Kuznets curve was fortuitous 



Piketty’s key idea r > g, no Kuznets curve 



The Four Horsemen of the Apocalyse 

• Walter Scheidel, The 
Great Leveler: Violence 
and the history of 
inequality from the 
stone age to the 
twenty-first century, 
Princeton University 
Press, 2017 

• The four horsemen: 

– Sword, famine, wild 
beasts and plague 













 
 

Inequality: significantly most figures concern income 
and not wealth, for which inequality is far greater. 

 
 
 



Source: Emmanuel Saez, Gabriel Zucman, "Exploding wealth inequality in the United States", VOX  CEPR's Policy Portal, 28 October 2014  



Source: Wikipedia from By Wikideas1 - Own work https://apps.urban.org/features/wealth-inequality-charts/ , CC0,  
https://commons.wikimedia.org/w/index.php?curid=70500652  

https://apps.urban.org/features/wealth-inequality-charts/
https://apps.urban.org/features/wealth-inequality-charts/
https://apps.urban.org/features/wealth-inequality-charts/
https://apps.urban.org/features/wealth-inequality-charts/
https://apps.urban.org/features/wealth-inequality-charts/
https://commons.wikimedia.org/w/index.php?curid=70500652










Declining share of labor (wages) in GDP 
• According to data from the Bureau of Economic Analysis, 

labor’s share of gross national income fluctuated around 67 
percent during the 1980s, 1990s, and early 2000s, but it has 
declined since then and now stands at 63.8 percent. 

• According to the Bureau of Labor Statistics, the ratio of 
compensation to output for the nonfarm business sector 
fluctuated around 65 percent until the early 1980s and has 
declined steadily since, from 63 percent during the 1980s 
and 1990s to 58.2 percent most recently. Finally, a 2011 
study of income tax returns and demographic data by the 
CBO (CBO 2011) finds that labor’s share of income 
decreased from 75 percent in 1979 to 67 percent in 2007. 

OECD – Employment Outlook 2012. 
http://www.clevelandfed.org/research/commentary/2012/20

12-13.cfm 
 
 

 




