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Why should macroeconomists care 
about inequality? 

• 1. Inequality and macro volatility.  Rising income inequality 
can contribute to financial instability and crisis. But rising 
wealth-income ratios are even more important. 

 (see Piketty-Zucman, « Capital is back: wealth-income ratios in 
rich countries 1700-2010 », QJE 2014) 
• 2. Inequality and wealth. Core macro issues about capital 

accumulation or public debt cannot be properly understood in 
representative agent models.  

 (see Garbinti-Goupille-Piketty, « Accouting for wealth inequality 
dynamics: France 1800-2014 », PSE 2016, in progress) 
• 3. Inequality and welfare. GDP levels and growth rates can 

differ enormously for bottom 50% vs top 10%. 
  (see Piketty-Saez-Zucman, « Distributional National Accounts 
(DINA): U.S. 1913-2014 », PSE and Berkeley 2016, in progress)  
 
 







                     1. Inequality and macro volatility.   
 
• Rising income inequality can contribute to financial 

instability and crisis, e.g. 2008 financial crisis. 
• But rising wealth-income ratios probably have an even 

bigger impact on financial instability. Rise of net wealth-
income ratios, and even bigger rise in gross financial 
asset-income ratios.  

(see Piketty-Zucman, « Capital is back: wealth-income ratios 
in rich countries 1700-2010 », QJE 2014) 
• Post-2008 central banks balance sheet size should be 

compared to national balance sheets, not to GDP. 
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The top decile share in U.S. national income dropped from 45-50% in the 1910s-1920s to less than 35% in the 1950s (this is the 
fall documented by Kuznets); it then rose from less than 35% in the 1970s to 45-50% in the 2000s-2010s. 

Sources and series: see

Figure I.1. Income inequality in the United States, 1910-2012 

Share of top decile in total income 
(including capital gains)

Excluding capital gains
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Private capital almost reached 8 years of national income in Spain at the end of the 2000s (ie. one more year than 
Japan in 1990). Sources and series: see piketty.pse.ens.fr/capital21c. 

Figure S5.2. Private capital in rich countries:  
from the Japanese to the Spanish bubble 
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                               2. Inequality and wealth.  
 
• Core macro issues about capital accumulation or public 

debt cannot be properly understood in representative 
agent models. E.g. if everybody held the same public 
debt, it would be easy to solve debt crisis in Europe… 

• The point is that ownership of wealth, capital, public debt, 
etc. is highly concentrated. We need more systematic data 
collection in order to make progress. 

 (see Garbinti-Goupille-Piketty, « Accouting for wealth 
inequality dynamics: France 1800-2014 », PSE 2016) 
 

 























                           3. Inequality and welfare  
 
• GDP levels and growth rates can differ enormously for 

bottom 50% vs top 10%. E.g. in the U.S. bottom 50% 
average annual income has stagnated at about 15000$ 
(2014$) since 1980 

(see Piketty-Saez-Zucman, « Distributional National 
Accounts (DINA): U.S. 1913-2014 », PSE and Berkeley 2016)  
• To the extent that macroeconomists care about welfare 

(rather than GDP growth per se), they should care about 
inequality, even if it had no impact at all on financial 
instability or capital accumulation or public debt. 

   
 
 

 























                                     Conclusions 
 
• In this presentation I have tried to show that 

macroeconomists should care about inequality, because 
of its impact on financial stability and other core macro 
issues such as capital accumulation and welfare, and also 
because of its impact on global welfare  

• General conclusion: it is urgent for macroeconomics to 
move beyond representative-agent models. This is 
happening too slowly, and sometime with too much 
energy devoted to model-solving and too little attention 
to data. Of course models can be useful, but only if they 
are simple and used with parcimony.  
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