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Macroeconomics II

Lecture 12

Inequality
The Piketty model
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Remember the data on US inequality
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And check Europe
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Portugal: income inequality
(top 10% and bottom 50%)



Thomas
Piketty

(Paris School
of economics),

author of “Capital in
the 21st Century”, the
best sold bestseller in

the history of
economics



The Piketty model (1/2)

• The case of inequality: the notion of a
“human capital” convergence is an illusion,
there is a divergence

• Explanation for the divergence:

r > g   

or the profitability of capital (profits,
dividends, rents, interest etc) is larger than
the rate of growth



The Piketty model (2/2)

Consequences and interpretation:

1. The entrepreneur is replaced by the
rentier (if r > g)

2. Cumulated wealth and inheritance pursue
inequality

• Solutions:
– Taxing the fortunes (cumulated wealth)?



Evidence
from the
Oxfam
2019
World
Report





Wealth of billionaires by region
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Inequality is a form of growth? 
Is it an obstacle against development?

Conclusion:
● There may be growth with inequality and

even with growing inequality
● So, the metaphor of the cake (we need to

increase the cake in order to distribute)
may be wrong

● Growth and development require fairness
and reducing inequality
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