
Ludvig Wier

Global Inequality & Growth: Introduction



Purpose of  this lecture

Overview of  course 
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Introduction



About me:

• Research area: Tax and Inequality
• Advisor to the UN, EU, OECD, IMF, Boston Consulting 

Group and gov’ts across the world
• Founder of  Economists Without Borders
• Read more at ludvigwier.com
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http://www.ludvigwier.com/


4 questions we try answering in this course

• How unequal is the world?
• What are the forces that push toward equality and inequality?
• How does inequality change as countries grow?
• What policies can foster equitable growth?
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I come from Bernie Sanders’ utopia

Differing opinion:
• https://www.youtube.com/watch?v=E2Bqx3iXFdM
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https://www.youtube.com/watch%3Fv=E2Bqx3iXFdM


What you’ve learned in Econ 1 or 2

• Market economies are efficient:
• Any competitive equilibrium is Pareto-efficient

• Limit 1: assumes no market failures
• Limit 2: says nothing about how resources will be distributed 

at the equilibrium

… in fact rather meaningless?
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What is inequality?
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Why do we care about inequality?
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Sustainable Development Goals
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Diamond and Saez, JEL 2011

… if  the social value of  utility is logarithmic in consumption… the social 
marginal utility at the $1,364,000 average income of  the top 1 percent 
(… $1,364,000 average …) is only 3.9 percent of  the social marginal 
utility of  the median family (… with income $52,700)
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World Bank Databank

12

50

55

60

65

70

75

80

85

90

20 25 30 35 40 45 50 55 60 65

Li
fe

 e
xp

ec
ta

nc
y

GINI index

Inequality vs Life expectancy



13



14



15



16



Need more material?

https://www.ted.com/talks/richard_wilkinson_how_economic_
inequality_harms_societies#t-87475
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https://www.ted.com/talks/richard_wilkinson_how_economic_inequality_harms_societies
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Inequality and a Green New Deal
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Kahoot!

• https://kahoot.com/
• Use on your phone and/or computer
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https://kahoot.com/


What is the right level of  inequality?
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The “big trade-off ”: Equality vs Growth 

• Okun (1975) dubbed this the “big trade-off ” and explained it 
by the metaphor of  the leaky bucket: 

• "The money must be carried from the rich to the poor in a 
leaky bucket. Some of  it will simply disappear in transit, so 
the poor will not receive all the money that is taken from the 
rich” (p. 91).
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Ostry, J., A. Berg, and C.G. Tsangarides, 2014, “Redistribution, Inequality, and Growth,” IMF Staff Discussion Note, SDN/14/02, 
Washington. Journal of Economic Growth
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• https://twitter.com/i/status/1218910988143136769
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https://twitter.com/i/status/1218910988143136769


Inequality and the financial crisis

25



26



27



28



Why does inequality exist?
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Why societies are unequal?
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The Broken Social Elevator
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History of  economic thought on inequality & 
growth
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Thomas Malthus: The dismal science

• Essay on the Principle of  Population, 1798
• Iron law of  wages: population grows → labor supply 

increases → wages fall to subsistence levels
• End outcome: misery for the masses, revolution
• To prevent this: limit population growth 
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David Ricardo: Free trade is the solution

• Principles of  Political Economy and Taxation, 1817 
• Scarcity principle: if  pop. rises and fixed land supply, land 

becomes  more and more scarce → land rents and prices 
bound to rise 

• End outcome: land-owners will capture an ever growing 
fraction of  national income 

• To prevent this: tax land, open up to foreign agricultural 
products 

• (→ repeal of  the corn laws, 1846) 
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Karl Marx: Revolution or Imperalism

• Das Kapital vol. 1, 1867 
• Main divergence force: capitalists always want to accumulate 

more 
• Two possible end outcomes: 
• Fall in rate of  return to capital → conflict among capitalists to find 

new ways to use their capital (Lenin, 1917 Imperialism, the Highest 
Stage of  Capitalism) 

• Ever growing share of  income captured by capitalists → workers’ 
revolution 
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Simon Kuznets: Growth saves the day

• Shares of  Upper Income Groups in Income & Saving 1953 
• First large-scale scientific use of  data to study inequality and growth, 

using national accounts and tax returns
• Inequality high in early 20th century, declined from 1913 to 1948 

• → Kuznets curve hypothesis: inequality follows an inverse-U 
over path of  development 
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Conclusion?

• Malthus, Ricardo, Marx: under-estimated equalizing power of  
growth 

• Kuznets: over-estimated it? 
• Today we can ask the same questions they did, but with more 

& better data and theories:
– Cross-country, historical data on income and wealth 
– Rigorous models of  inequality 
– Modern evaluation tools to assess effect of  policies 
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How can we fight inequality?

39



Taxation
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Tax enforcement
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Organization of  the course:

• 25 topics, ≈ two topics per lecture each Tuesday 5pm-8pm 
• Slides uploaded on https://www.ludvigwier.com/econ-133-

global-inequality-and-grow
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https://www.ludvigwier.com/econ-133-global-inequality-and-grow


Tutorials: 1 hour per week

Nina Roussille (nina_roussille@berkeley.edu):
• Wednesday 1pm-2pm (in Hildebrand B51)
• Wednesday 2pm-3pm (in Hildebrand B51)
• Wednesday 3pm-4pm (in Etcheverry 3119)

Anton Heil (j.a.heil@berkeley.edu):
• Monday 8.00am-9.00am (in Evans 70)
• Monday 9.00am-10.00am (in Valley Life Sciences 2066)
• Monday 10.00am-11.00am (in Etcheverry 3105)
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Questions on enrollment

• Preston Mui <headgsi@econ.berkeley.edu>
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Office hours

• My office hours: Wednesdays 10am-12pm in 645 Evans 
• Nina Roussille: TBA
• Anton Heil: TBA 
• Any question: please contact first Nina and Anton 
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Twitter

• Nina Roussille (@NinaRoussille), Anton Heil (@anton_heil) 
and Ludvig Wier (@LudvigWier) will tweet one recent 
newspaper article with hashtag #Econ133 each week on 
Friday evening

• You must read these three short newspaper articles every 
week before attending sections 
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Course consists of  5 parts

1. Core concepts
2. Global growth and its distribution 
3. Labor income inequality
4. Capital inequality
5. Regulating inequality 
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Mandatory readings → Introduction to current 
research on inequality 
1. Thomas Piketty, Emmanuel Saez, and Gabriel Zucman (2018), 

“Distributional National Accounts: Methods and Estimates for the 
United States”, Quarterly Journal of  Economics.

2. World Inequality Report 2018, part II: “Trends in Global Income 
Inequality”

3. Marianne Bertrand (2017), “The Glass Ceiling,” Economica, forthcoming

4. Gabriel Zucman (2014), “Taxing Across Borders: Tracking Personal 
Wealth and Corporate Profits”, Journal of  Economic Perspectives, 28(4): 
121-148.   

5. Lucy Page and Rohini Pande (2015), “Ending Global Poverty: Why 
Money Isn’t Enough”, Journal of  Economic Perspectives, 32: 173-200.
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http://gabriel-zucman.eu/files/PSZ2018QJE.pdf
https://wir2018.wid.world/files/download/wir2018-full-report-english.pdf
http://faculty.chicagobooth.edu/marianne.bertrand/research/papers/The%2520Glass%2520Ceiling_112117.pdf
http://gabriel-zucman.eu/files/Zucman2014JEP.pdf
https://pubs.aeaweb.org/doi/pdfplus/10.1257/jep.32.4.173


Basis for discussion in tutorials

• 2018 OECD report “The Broken Social Elevator”. 
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https://read.oecd-ilibrary.org/social-issues-migration-health/broken-elevator-how-to-promote-social-mobility_9789264301085-en


Optional readings

• Emmanuel Saez and Gabriel Zucman’s “Triumph of  
Injustice” (2019, W.W. Norton & Co.

• Thomas Piketty’s Capital in the 21st Century (2014, Harvard 
University Press). 

• The World Inequality Report 2018: 
https://wir2018.wid.world

• Anthony Atkinson’s Inequality: What Can be Done? (2015, 
Harvard University Press).
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https://wir2018.wid.world/


Online ressources (for fun)

• Design your own tax policy and examine the distributional consequences 
here: https://taxjusticenow.org/#/

• Explore the opportunity atlas to see what the level of  social mobility is in 
your neighbourhood here: https://www.opportunityatlas.org/

• Find out how much you country lose (or win) to tax havens here: 
https://missingprofits.world/

• Explore life across incomes, from the extremely poor to the wealthy, on 
dollar street: https://www.gapminder.org/dollar-street/matrix

• Check out where in the income distribution you are: https://wid.world/

• Check out “Our World in Data” to tind out just about anything about the 
state of  global development e.g. how the fight on extreme poverty is 
going: https://ourworldindata.org/extreme-poverty
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https://taxjusticenow.org/
https://www.opportunityatlas.org/
https://missingprofits.world/
https://www.gapminder.org/dollar-street/matrix
https://wid.world/
https://ourworldindata.org/extreme-poverty


Grading

• Midterm (in class, March 10th, 5pm-6.30pm): 20%
• Final (May 15th, 11.30am-2.30pm): 45%
• Answering Kahoot questions accurately during lectures: 5% 
• Short essay questions on the five compulsory readings: 15% 

(3 x 5%).
• Work in sections: 15%
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My prayer to you

• You do so many courses with the intent of  getting a certain 
grade…

• … let this be the one course you do for fun!
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