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Introduction

We study economic inequality within countries.

I income and wealth

We start with descriptive facts

I how much inequality is there? (a lot)
I has inequality been rising over time? (yes)
I how does it compare across countries?

Then we look at potential causes and policy options.
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Income Distribution

CBO
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Figure 3. Return to Reference

Average Market Income, by Market Income Group, 2013

Source: Congressional Budget Office.
Market income consists of labor income, business income, capital gains (profits realized from the sale of assets), capital income excluding capital gains, 
income received in retirement for past services, and other sources of income. 
Income groups are created by ranking households by market income, adjusted for household size. Quintiles (fifths) contain equal numbers of people; 
percentiles (hundredths) contain equal numbers of people as well.
For more detailed definitions of income, see the appendix.

Table 2. Return to Reference

Components of Average Market Income, by Market Income Group, 2013

Source: Congressional Budget Office.
Income groups are created by ranking households by market income, adjusted for household size. Quintiles (fifths) contain equal numbers of people; 
percentiles (hundredths) contain equal numbers of people as well.
For more detailed definitions of income, see the appendix.
a. Includes income received in retirement for past services and other sources of income.
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Entire Quintile

Average Market Income (Dollars) 8,300 32,600 58,600 94,900 259,900 86,400 140,300 195,300 321,500 1,570,800

Share of Market Income (Percent)
Labor income 66 75 80 82 65 73 82 80 70 36
Business income 11 5 3 3 12 8 4 6 12 23
Capital income and gains 5 4 3 3 16 11 5 6 12 38
Other incomea 18 17 14 11 7 8 9 9 7 3

AllQuintiles Top 1
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Percentiles
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Source: Congressional Budget Office (2016)
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Wealth Distribution

Wealth is even more concentrated than income.
The top 1%

I income: 16%
I wealth: 35%

Gini:

I income: 0.58
I wealth: 0.85

Source: Kuhn and Rios Rull (2016)
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Rising Income Dispersion

CBO

THE DISTRIBUTION OF HOUSEHOLD INCOME AND FEDERAL TAXES, 2013 JUNE 2016 39

Figure 8. Return to Reference 1, 2, 3

Cumulative Growth in Average Inflation-Adjusted Market Income, by Market Income Group, 1979 to 2013
Percent

Source: Congressional Budget Office.
Market income consists of labor income, business income, capital gains (profits realized from the sale of assets), capital income excluding capital gains, 
income received in retirement for past services, and other sources of income. Before-tax income is market income plus government transfers. Government 
transfers are cash payments and in-kind benefits from social insurance and other government assistance programs. Those transfers include payments 
and benefits from federal, state, and local governments.
Income is converted to 2013 dollars using the price index for personal consumption expenditures.
Income groups are created by ranking households by market income, adjusted for household size. Quintiles (fifths) contain equal numbers of people; 
percentiles (hundredths) contain equal numbers of people as well.
For more detailed definitions of income, see the appendix.

Figure 9. Return to Reference

Components of Inflation-Adjusted Market Income for the Top 1 Percent of Households, 1979 to 2013
Thousands of 2013 Dollars

Source: Congressional Budget Office.
Other income includes income received in retirement for past services and other sources of income.
Income is converted to 2013 dollars using the price index for personal consumption expenditures.
Income groups are created by ranking households by market income, adjusted for household size. 
For more detailed definitions of income, see the appendix.

Lowest Quintile

81st to 99th
Percentiles

188

63

18
18

0

50

-50

100

150

200

250

300

1980 1985 1990 1995 2000 2005 2010

Middle Three Quintiles
(21st to 80th percentiles)

Top 1 Percent

1980 1985 1990 1995 2000 2005 2010
0

500

1,000

1,500

2,000

2,500

Labor and
Other Income

Business Income

Capital Income

Capital Gains

Source: Congressional Budget Office (2016)

5 / 12



Rising Inequality After Tax
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Figure 14. Return to Reference

Gini Indexes Based on Market, Before-Tax, and After-Tax Income, 1979 to 2013
Gini Index

Source: Congressional Budget Office.
The Gini index is a measure of income inequality that ranges from zero (the most equal distribution) to one (the least equal distribution). Gini indexes are 
calculated using income measures adjusted for household size.
Market income consists of labor income, business income, capital gains (profits realized from the sale of assets), capital income excluding capital gains, 
income received in retirement for past services, and other sources of income. 
Before-tax income is market income plus government transfers. Government transfers are cash payments and in-kind benefits from social insurance and 
other government assistance programs. Those transfers include payments and benefits from federal, state, and local governments.
After-tax income is before-tax income minus federal taxes. Federal taxes include individual income taxes, payroll taxes, corporate income taxes, and 
excise taxes.
For more detailed definitions of income, see the appendix.
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Rising return to schooling

many policymakers and popular accounts fre-
quently assume.
It is important to interpret these results in

context. The most recent birth cohorts whose
adult outcomes can be observed at present
were born no later than the early 1990s, which
is still relatively early in the rise of U.S. in-
equality. Another 10 years of data, focusing
on children born since 2000, may suggest a
different conclusion. Moreover, the fact that
mobility has stayed constant while inequality
has risen means that the lifetime relative dis-
advantage of children born to low- versus high-
income families has increased substantially;
concretely, the rungs of the economic ladder
have pulled farther apart but the chance of
ascending the ladder has not improved. Fi-
nally, it is possible to interpret the fact that
mobility has remained unchanged as evidence
that U.S. mobility would have declined had it
not been for the other compensatory steps
taken by the federal government during this
period, including, for example, expanding the
Earned Income Tax Credit for low-income work-
ers in the 1980s, enlarging the early childhood
education Head Start program in the 1990s,
and increasing federal student grant and loan
programs to support college-going (48). Declines
in racial and gender discrimination during this
period likely also complemented these policies
(49). A cautious read of the evidence is that al-
though the United States is not a “land of oppor-
tunity”by conventional economicmobilitymetrics,
it has not become less so in recent decades.

Real Earnings

A second gauge of economic health is the tra-
jectory of earnings and employment. Here, the
data present substantial cause for concern. Al-
though the substantial college wage premium

conveys the positive economic news that educa-
tional investments offer large returns, this wage
premium also masks a discouraging truth: The
rising relative earnings of workers with post-
secondary education is not simply due to rising
real earnings among college-educated workers
but is also due to falling real earnings amongnon–
college-educated workers. Between 1980 and
2012, real hourly earnings of full-time college-
educated U.S. males rose anywhere from 20% to
56%, with the greatest gains among those with
a postbaccalaureate degree (Fig. 6A). During the
same period, real earnings of males with high
school or lower educational levels declined substan-
tially, falling by 22% among high school dropouts
and 11% among high school graduates. Although
the picture is generally brighter for females (Fig.
6B), real earnings growth among females with-
out at least some college education over this three-
decade interval was extremely modest.
Accompanying the fall in real wages among

less educated workers has been a pronounced
drop in their labor force participation rates,
particularly among less educated males. Be-
tween 1979 and 2007, prior to the onset of the
Great Recession, the fraction of working-age
males in paid employment fell by 12 percentage
points among high school dropouts and 10 per-
centage points among those with exactly a high
school diploma. Conversely, employment rates were
generally stable for males with postsecondary
education and rose for females of all education
levels except for high school dropouts.
The causes for the sharp falls in real earnings

among non–college-educated workers are mul-
tiple. One likely force, as noted above, is the
ongoing substitution of computer-intensive ma-
chinery for workers performing routine task-
intensive jobs. This has depressed demand for
workers in both blue-collar production andwhite-

collar office, clerical, and administrative support
positions, and has reduced the set of middle-
skill career jobs available to non–college-educated
workers more generally (25). A second factor
is the globalization of labor markets, seen par-
ticularly in the greatly increased U.S. trade
integration with developing countries. Global-
ization has become particularly important for
U.S. labor markets since the early 1990s, when
China began its extremely rapid integration
into the world trading system. The influx of
Chinese goods lowered consumer prices but
also fomented a substantial decline in U.S. man-
ufacturing employment, contributing directly
to the decline in production worker employment
(50). A third factor impinging on the earnings
of non–college-educatedmales is the decline in the
penetration and bargaining power of labor unions
in the United States, which have historically
obtained relatively generous wage and benefit
packages for blue-collar workers. Over the past
three decades, however, U.S. private-sector union
density—that is, the fraction of private-sector
workers who belong to labor unions—has fallen
by approximately 70%, from 24% in 1973 to 7% in
2011 (51, 52).
Notably, these three forces—technological

change, deunionization, and globalization—
work in tandem. Advances in information and
communications technologies have directly
changed job demands in U.S. workplaces while
simultaneously facilitating the globalization of
production by making it increasingly feasible
and cost-effective for firms to source, monitor,
and coordinate complex production processes
at disparate locations worldwide. In turn, the
globalization of production has increased com-
petitive conditions for U.S. manufacturers and
U.S. workers, eroding employment at unionized
establishments and decreasing the capability
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Remarkable: No wage gains for high school grads since 1970
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U.S. vs. Europe

REVIEW

Inequality in the long run
Thomas Piketty1* and Emmanuel Saez2

This Review presents basic facts regarding the long-run evolution of income and wealth
inequality in Europe and the United States. Income and wealth inequality was very high a
century ago, particularly in Europe, but dropped dramatically in the first half of the 20th
century. Income inequality has surged back in the United States since the 1970s so that
the United States is much more unequal than Europe today. We discuss possible
interpretations and lessons for the future.

T
he distribution of income and wealth is a
widely discussed and controversial topic.
Do the dynamics of private capital ac-
cumulation inevitably lead to the con-
centration of income and wealth in ever

fewer hands, as Karl Marx believed in the 19th
century? Or do the balancing forces of growth,
competition, and technological progress lead
in later stages of development to reduced in-
equality and greater harmony among the classes,
as Simon Kuznets thought in the
20th century? What do we know
about how income and wealth
have evolved since the 18th cen-
tury, and what lessons can we de-
rive from that knowledge for the
century now under way? For a long
time, social science research on the
distribution of income and wealth
was based on a relatively limited
set of firmly established facts to-
gether with a wide variety of pure-
ly theoretical speculations. In this
Review, we take stock of recent
progress that has been made in
this area. We present a number
of basic facts regarding the long-
run evolution of income and wealth
inequality in advanced countries.
We then discuss possible inter-
pretations and lessons for the
future.

Data and Methods

Modern data collection on the dis-
tribution of income begins in the
1950s with the work of Kuznets (1).
Shortly after having established
the first national income time series
for the United States, Kuznets set
himself to construct time series of
income distribution. He used tab-
ulated income data coming from
income tax returns—available since
the creation of the U.S. federal income tax in
1913—and statistical interpolation techniques based
upon Pareto laws (power laws) to estimate incomes

for the top decile and percentile of the U.S.
population. By dividing by national income,
Kuznets obtained series of U.S. top income shares
for 1913 to 1948.
In the 1960s and 1970s, similar methods

using inheritance tax records were developed to
construct top wealth shares (2, 3). Inheritance
declarations and probate records dating back
to the 18th and 19th centuries were also ex-
ploited by a growing number of scholars in

France, the United States, and the United King-
dom (4–7).
Such data collection efforts on income and

wealth dynamics have started to become more
systematic and broader in scope and time only
since the 2000s. This is due first to the advent
of information technologies, which allow much

larger volumes of data to be collected and pro-
cessed than were accessible to previous gener-
ations of scholars. The second reason for this
time gap in using tax data is that most modern
research on inequality has focused on micro-
survey data that became available in the 1960s
and 1970s in many countries. Survey data, how-
ever, cannot measure top percentile incomes
accurately because of the small sample size and
top coding. The top percentile plays a very large
role in the evolution of inequality that we will
discuss. Survey data also have a much shorter
time span—typically a few decades—than tax
data that often cover a century or more.
Kuznets-type methods to construct top in-

come shares were first extended and updated to
the cases of France (8, 9), the United Kingdom
(10), and the United States (11). By combining
the efforts of an international team of over 30
scholars, similar series covering most of the
20th century were constructed for more than
25 countries (12–15). The resulting “World Top
Incomes Database” (WTID) is the most ex-
tensive data set available on the historical
evolution of income inequality. The series is
constantly being extended and updated and is

available online (http://topincomes.
parisschoolofeconomics.eu/) as
a research resource for further
analysis.
Historical top wealth shares se-

ries have also been constructed with
similar methods, albeit for a smaller
number of countries so far, but with
a longer time frame (16–21). Draw-
ing on previous attempts to collect
historical national balance sheets
(22), long-run series on the evolu-
tion of aggregate wealth-income
ratios in the eighth largest devel-
oped economies were established,
some of them going back to the
18th century (23).
This Review draws extensively

on this body of historical research
on income and wealth, as well as
on a recently published interpre-
tive synthesis (24). We start by
presenting three basic facts that
emerge from this research pro-
gram (Figs. 1 to 3), and then turn
to interpretations.

Three Facts About Inequality
in the Long Run

We find large changes in the lev-
els of inequality, both over time
and across countries. This re-
flects the fact that economic trends
are not acts of God, and that

country-specific institutions and historical cir-
cumstances can lead to very different inequality
outcomes.

Income Inequality

First, we find that whereas income inequality
was larger in Europe than in the United States a

    

1Department of Economics, Paris School of Economics, Paris,
France. 2Department of Economics, University of California
at Berkeley, Berkeley, CA, USA.
*Corresponding author. E-mail: thomas.piketty@psemail.eu

Top 10% income
share: Europe

Income inequality in Europe and the United States, 
1900–2010 
Share of top income decile in total pretax income

50 percent
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Top 10% income
share: U.S.

Fig. 1. Income inequality in Europe and the United States, 1900 to 2010.
The share of total income accruing to top decile income holders was higher in
Europe than in the United States from 1900 to 1910; it was substantially
higher in the United States than in Europe from 2000 to 2010. The series
report decennial averages (1900 = 1900 to 1909, etc.) constructed using
income tax returns and national accounts. See (24), chapter 9, Fig. 9.8. Series
available online at piketty.pse.ens.fr/capital21c.
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Source: Piketty and Saez (2014)
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International comparison
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International comparison
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Summary

1. Inequality in wealth and incomes is “high” and rising over time.
2. U.S. inequality rose far more than European inequality.
3. More inequality is associated with less intergenerational

mobility.
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