
5 Myths  
About Inequality  

in the United States 





Myth 1 

Inequality Has Never Been 
So Bad 

(And Getting Worse) 



Income inequality in the United States, 1910-2010 

Source: Thomas Piketty, “Capital in the Twenty-First Century.” 



Source: Prante and Hodge, “The Distribution of Tax and Spending Policies in the United States,” Tax 
Foundation, 2013. 

Redistribution by Income Quintile, 2012 
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Source: Prante and Hodge, “The Distribution of Tax and Spending Policies in the United States,” Tax 
Foundation, 2013. 

Redistribution by Income Quintile and Top 1 Percent, 2012 





Share of Consumption Expenditure Across Income Quintiles,     
2000 and 2010 
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Source: Kevin Hasset and Aparna Mathur (2012). 



Myth 2 

The Rich Don’t Deserve It 
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Source: The Millionaire Next Door 

Inheritance and Self-Made Millionaires 
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Income Composition of Households in Top Decile of Net Worth 



Executives, managers, 
supervisors (non-finance) 

31% 

Medical 
16% Financial professions, 

including management 
14% 

Lawyers 
8% 

Computer, math, 
engineering, technical 

(non-finance) 
4% 

Not working or deceased 
4% 

Skilled sales 
4% 

Blue collar or 
miscellaneous service 

4% 

Real estate 
3% 

Business operations 
3% 

Professors and scientists 
2% 

Arts, media, sports 
2% 

Other 
5% 

Source: Bakija et. al (2012) 

Occupations of Primary Taxpayers in Top One Percent 





Myth 3 

The Rich Stay Rich 

The Poor Stay Poor 
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Percent of Adult 
Children with 
Income in the: 

Source: Pew Charitable Trusts Economic Mobility Project, “Pursuing the American Dream: Economic Mobility Across Generations,” July 2012. 

Economic Mobility Across Generations 



Myth 4 

More Inequality  

Means 

More Poverty 



Gini Coefficient vs. Poverty Rates, 1967-2011 

0.0

0.1

0.2

0.3

0.4

0.5

0.6

0

5

10

15

20

25

1
9

6
7

1
9

7
0

1
9

7
3

1
9

7
6

1
9

7
9

1
9

8
2

1
9

8
5

1
9

8
8

1
9

9
1

1
9

9
4

1
9

9
7

2
0

0
0

2
0

0
3

2
0

0
6

2
0

0
9

2
0

1
2

G
IN

I C
o

ef
fi

ci
e

n
t 

P
o

ve
rt

y 
R

at
e

 

Official Poverty
Rate

SPM

GINI Coefficient



0

2

4

6

8

10

12

14

16

18
1

9
7

9

1
9

8
0

1
9

8
1

1
9

8
2

1
9

8
4

1
9

8
5

1
9

8
6

1
9

8
7

1
9

8
8

1
9

8
9

1
9

9
0

1
9

9
1

1
9

9
2

1
9

9
3

1
9

9
4

1
9

9
5

1
9

9
6

1
9

9
7

1
9

9
8

1
9

9
9

2
0

0
0

2
0

0
1

2
0

0
2

2
0

0
3

2
0

0
4

2
0

0
5

2
0

0
6

2
0

0
7

2
0

0
8

2
0

0
9

2
0

1
0

2
0

1
1

Pe
rc

en
t 

Top 1% After-Tax
Income Share

Poverty Rate

Poverty and the 1 Percent 



1880 1890 Increase 

Number of Establishments 

Reporting 
253,852 355,415 40% 

Number of Employees 2,732,595 4,712,622 134% 

Capital 2,790,372,606         6,525,156,486 72% 

Total Wages 947,953,795 2,283,216,529 141% 

Value of Products 5,369,579,191 9,372,437,283 75% 

Average Wage per Worker 346.91 484.49 40% 

Growth in the Gilded Age, 1880 to 1890 

Source: United States Census Bureau, “Census of Population and Housing,” Volume 6: Report 

on Manufacturing Industries in the United States, Table 2: Comparative Summary, By Specified 

Industries: 1880 and 1890. 
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State Welfare
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Meyer Sullivan

Source: Meyer and Sullivan (2012). 

Meyer-Sullivan Poverty Rate vs. Combined Welfare Spending 



Myth 5 

You Can Punish the Rich 
Without  

Hurting the Poor 



    



 




