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Today’s Discussion
• Brief Review
• The Problem of 

Inequality
• Picketty & the 

Politics of 
Redistribution



Brief Review
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• Dr. James Gerber holds a 
PhD in Economics from the 
University of California, 
Davis, and has taught at 
San Diego State University 
since 1985. He served as 
the Director of the Center for 
Latin American Studies at 
SDSU (2002-2009), and as 
the Director of the 
International Business 
Program (2009-2012).

SDSU Professor Emeritus James 
Gerber, International Economist



Jim Gerber

• Income vs. Wealth
• GDP / GDP per capita
• 5 Phases of Modern 

Economic Growth
– 1820 Industrial rev.
– 1870 Globalization 1.0
– 1913 WWI & WWII
– 1950 Post-WWII
– 1973 Globalization 2.0 SDSU Professor Emeritus James 

Gerber, International Economist



Jim Gerber

• Income & Social Norms 
(CEO pay grew from 
30x to 300x average 
worker)

• Pros and cons of 
income inequality (for 
incentives, social 
exclusion, democracy, 
and growth)

• Social mobility
SDSU Professor Emeritus James 
Gerber, International Economist



Case Studies in Inequality: 

Apple, Inc.



Globalization & St. Jobs



iPod Employment
In 2006, the iPod employed nearly twice as many people 
outside the United States as it did in the country where it was 
invented — 13,920 in the United States, and 27,250 abroad.



iPod Employment
In 2006, about half of the foreign iPod jobs — 12,270 — were in 
China. Other jobs were found in countries like the Philippines.

4,750 iPodJobs

12,270 iPodJobs



Foreign iPod Worker Salaries
The 13,920 U.S. workers earned nearly $750 million, while the 
27,250 non-American employees earned less than $320 million.



U.S. iPod Worker Salaries
More than half the U.S. jobs — 7,789 — went to retail and other 
nonprofessional workers, like office support staff and freight and 
distribution workers, who collectively earned $220 million.
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More than half the U.S. jobs — 7,789 — went to retail and other 
nonprofessional workers, like office support staff and freight and 
distribution workers, who collectively earned $220 million.



U.S. iPod Worker Salaries
The big winners from Apple’s innovation were the 6,101 
engineers and other professional workers in the United States, 
who made more than $525 million in 2006. 

Revenge of the Nerds



iPod CEO Compensation
Despite a $1 annual salary, Steve Jobs still topped Forbes' list 
of highest paid CEOs for 2006, with $646+ million in stock-
based compensation (more than twice the next most paid 
CEO).



Case Studies in Inequality: 

USD, Inc.



USD 2007 Tax Return



USD 2011 
Tax Return



USD 2013 
Tax Return



USD 2014 
Tax Return



USD 2015 
Tax Return



USD 2016 
Tax Return



USD 2016 
Tax Return

Dean Alley…



https://projects.propublica.org/nonprofits/organizations/952544535







Global Inequality

An Overview



Wealth of Nations in the Global Era

World Bank (2015)

GDP per 
capita 
(PPP)



Global North vs. Global South

The Brandt Line



Measuring Income Inequality
• A Gini coefficient provides 

an indication of the degree 
of income inequality in an 
economy (0-100 scale; lower 

is better).

• Gini coefficients in many 
developing countries have 
held relatively steady or 

worsened in recent years.



Global Distribution of Inequality



Global Distribution of Wealth



Global Distribution



The Top .00000000885714285%



U.S. Incomes and Shares of Income
Incomes in the 
United States, 
as well, have 
tended to grow 
at a 
disproportionate 
rate at the top.



Global Distribution of Wealth



But is inequality a problem?



Inequality and Redistribution
Piketty and Capital in the 21st Century



Piketty: Capital in the 21st Century
• Introduction
• Ch. 1. Income and 

Output
• Ch. 2. Illusions and 

Realities
• Ch. 8—Two Worlds
• Ch. 11—Merit and 

Inheritance
• Ch. 12—Global 

Inequality & Wealth 



Chapter 1: Income and 
Output



Income & Output: Marikana Strike
South African police intervened in a labor conflict between workers... and 
the mine's owners... Thirty-four miners were killed." The miners wanted to 
double their wages from 500 euros to 1,000 euros a month. 



Defining Capital
Capital is defined as the sum total of nonhuman assets that can be owned 
and exchanged on the market, excluding human capital based on an 
individual’s labor power, skills, training and abilities



Measures of Income & Output
Capital is defined as the sum total of nonhuman assets that can be owned 
and exchanged on the market, excluding human capital based on an 
individual’s labor power, skills, training and abilities



First Fundamental Law of Capitalism
ALPHA = r * BETA (the share of income that is investment rather than 
labor is determined entirely by how much capital there is and its average 
return).

• National Capital: All things of value owned in 
nation that can be sold or exchanged. Also 
called national wealth.

• National Income : all the money made in nation 
by anybody and anything (there are two kinds 
see next two definitions)

• Labor Income : money made from work
• Capital Income : money made from investment
• Capital Income Ratio : a number, BETA

= (National Capital) / (National Income)
• Rate of Return on Capital : an average number

r (for example 0.05 if you get a 5% savings 
account)

• Capital Share of National Income : a 
number, ALPHA = (Capital Income) / (National 
Income)

KEY 
TERMS



Distribution of World Output



Distribution of World Output



Global Inequality



Chapter 2: Growth, Illusions, 
and Realities



Population Growth

Global growth has been 
historically slow, rapid and 

broadly shared capital 
accumulation is an anomaly
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Population Growth

Global growth has been 
historically slow, rapid and 

broadly shared capital 
accumulation is an anomaly



Growth in World Output
Capital is defined as the sum total of nonhuman assets that can be owned 
and exchanged on the market, excluding human capital based on an 
individual’s labor power, skills, training and abilities

Global growth has been 
historically slow, rapid and 

broadly shared capital 
accumulation is an anomaly



Key Points: Prices
• Purchasing power 

has increased 
dramatically since 
before the industrial 
revolution, though 
average price indices 
fail to give an accurate 
picture of the changes 
that have taken place. 



Key Points: Productivity
• Productivity has 

increased dramatically, 
so (for example) a 
much larger population 
is now fed by far fewer 
hands.  

• The price of services 
has increased at a 
much greater rate than 
the price of goods. 



Key Points: Example
• Imagine having to dedicate 6 

months wages to buy a very 
basic bicycle, as was the 
case in France in the 1880s.

• This cost decreased to 1 
month’s wages by 1910 
thanks to technological 
advances. 

• By the 1960s, you could get a 
fully tricked out bicycle for 
less than a week’s wages .

How much 
would a 
bicycle 

cost you 
today?



Chapter 8-11: Inequality in 
Comparative Perspective



Classical Social Order



Medieval 
Social Order



18th and 19th Century

• In the 18th and 19th 
centuries, socioeconomic 
inequality was extremely 
high in Europe. 

• Private wealth was much 
greater than national 
income.

• The rigid class structure
ensured that wealth 
remained concentrated in 
a few interconnected 
families. 



The Gilded Age

• By the Gilded Age, 
Marxists criticized 
that the global 
capitalist system 
was structured to 
favor the owners of 
capital at the 
expense of the 
working classes.



The End of the Gilded Age

The reduction of 
inequality (and 
creation of a middle 
class) was a mid-
century anomaly due 
to the Great 
Depression & two 
World Wars. 



A New American Gilded Age?

The reduction of inequality (and creation of a middle class) 
was a mid-century anomaly due to the Great Depression & 
two World Wars. 



The Top 1% in the United States

The reduction of inequality (and creation of a middle class) 
was a mid-century anomaly due to the Great Depression & 
two World Wars. there is structure to the capital-

income ratio. 



U.S. Incomes and Shares of Income



The New Billionaires



Just the Beginning?
“Given the strong, steady 
increase of the capital/ 
income ratio since the 
1950s , moreover, it is 
natural to ask whether this 
increase will continue in 
the decades to come and 
whether the capital/ 
income ratio will regain or 
even surpass past levels 
before the end of the 
twenty-first century.”



Why so much inequality? 



Educational 
inequality



Productivity vs. 
Income



Executive 
compensation







What should be done
about income inequality?



In particular, if wealth 
inequality is growing, 

how should we tax 
wealth?







What are Capital Gains Taxes?
• Tax law is often designed 

to collect a share of the  
revenues from 
investments that 
appreciate in value, also 
known as “capital gains.”

• Capital gains taxes help to 
account for the fact that 
some people obtain some 
or all of their income from 
capital investments. 

In Feb. 2010, a copy of the very first 
Action Comics (featuring Superman) 
sold for a record $1 million. 



U.S. Capital Gains Taxes
The 2017 Tax Cut & Jobs Act retained the 0%, 15%, and 
20% rates on LTCGs from assets that you’ve owned for 
more than one year and for qualified dividends. The 
capital tax rate in 2019 is as follows: 

NOTE: Short-term capital gains recognized by individual taxpayers are taxed at the regular ordinary 
income rates. https://www.marketwatch.com/story/what-is-your-capital-gains-tax-rate-good-question-
it-can-get-confusing-2019-11-15



U.S. Capital Gains Taxes
The 2017 Tax Cut & Jobs Act retained the 0%, 15%, and 
20% rates on LTCGs from assets that you’ve owned for 
more than one year and for qualified dividends. The 
capital tax rate in 2020 is as follows: 

NOTE: Short-term capital gains recognized by individual taxpayers are taxed at the regular ordinary 
income rates. https://www.marketwatch.com/story/what-is-your-capital-gains-tax-rate-good-question-
it-can-get-confusing-2019-11-15



U.S. Income Taxes
Note that U.S. Capital Gains Taxes are considerably 
lower than income taxes for persons earning more than 
about $40,000 per year.  Is this fair?  

https://www.marketwatch.com/story/what-is-your-capital-gains-tax-rate-good-question-it-can-get-
confusing-2019-11-15



What is the Estate Tax?
• In addition to income, tax 

law often targets “transfers 
of assets/value” (like 
property).

• While tax law also targets 
appreciation in value 
through “capital gains”
taxes, taxes on transfers 
of assets can help to 
account for untaxed 
appreciation in value.  

In Feb. 2010, a copy of the very first 
Action Comics (featuring Superman) 
sold for a record $1 million. 



What is the Estate Tax?
• The federal government

has a tax on transfers of 
assets upon death, 
called the Estate Tax. 

• While other states have 
such taxes, California 
has zero tax on 
transfers of assets upon 
death, and no capital 
gains tax. 



Setting the Threshold: Bush
• In 1999, the federal 

government’s threshold 
for exemption from 
estate taxes (transfers 
at death) was $600,000.

• In 2000, the government 
raised the the estate tax 
exemption threshold to 
$1 million and triggered 
increases to $5 million 
by 2009. 



Setting the Threshold: Obama 
• In 2010, there was a 

built in sunset (no tax), 
after which it would go 
back to $1 million in 
2011. 

• In 2011, the Obama 
administration 
negotiated a return to 
the $5 million threshold 
with an annual inflation 
adjustment. 



Setting the Threshold: Trump 
• The 2017 Tax Cut & 

Jobs Act raised the 
estate tax exemption 
from $5.5 to $11 
million person. 

• The fewer than 1 in 
1,000 estates eligible 
nationwide received 
a tax cut of $4.4 
million per couple.



Death of the Federal Estate Tax

https://www.cbpp.org/research/federal-tax/2017-tax-law-weakens-estate-tax-benefiting-wealthiest-and-expanding-avoidance



Death of the State Estate Tax

https://taxfoundation.org/state-estate-tax-inheritance-tax-2018/



Death of the State Estate Tax

https://taxfoundation.org/state-estate-tax-inheritance-tax-2018/



What Do You Think? 
• Opponents to estate taxes 

consider it unfair to taxes 
assets that may have 
already been taxed. 

• Proponents note that there 
are often overlapping 
taxes (e.g., sales tax + 
income taxes), and estate 
taxes can help address 
untaxed appreciation in 
value. 



2020 Democratic Candidates
Do these candidates differ from President Trump on 
their plans for socioeconomic redistribution? 
Do they differ from one another? 



2020 Democratic Candidates
While there is some variation, several candidates are targeting 
capital gains as a source of additional federal revenue.

?

?

35% 
corporate 
tax

Tax internet 
transactions

Tom Steyer

Cory Booker

1% 
wealth 
tax

Middle 
class tax 
cut

2% 
wealth 
tax

Up to 
8% 
wealth 
tax

Expand 
estate 
tax

Tulsi Gabbard

Amy 
Klobichar

Expand 
estate 
tax



Final Thoughts



National Shares of Capital
Capital is defined as the sum total of nonhuman assets that can be owned 
and exchanged on the market, excluding human capital based on an 
individual’s labor power, skills, training and abilities



The Future of Capital: Asia



Concluding Thoughts
• Office Hours

– M 2-4, T 4-5, Th 10-12
• Concluding Quote:

– “A man can’t ride your back unless 
it is bent.”

—Martin Luther King, Jr., 1960


