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In “Why the middle class is right to feel squeezed” (Data Points, January 4) John Burn-
Murdoch rightly points out that the middle-income segments of societies are suffering
from the offshoring of production to lower-wage countries and the displacement of mid-
skilled workers by technological advances. However, he is wrong to dispute the fact of

rising inequality in most of western societies.

He relies on percentile ratios and the Gini index. But the 90:10 ratio fails to capture the
accumulation of income (and wealth) above the 9oth percentile, while the Gini index,

because of the way it is calculated, tends to understate the degree of top-end inequality.

The World Inequality Database reports that the top 1 per cent share of pre-tax income in
the US has doubled since 1980, as it has in Italy, and it has risen by 4-6 percentage points
in Germany, Britain and France. These are pre-tax shares, so they do not reflect
government tax and spending policies.

Even so, in the US, according to the Congressional Budget Office, the post-tax share of
income going to the top 1 per cent rose 5 percentage points (22.7 to 27.1 per cent) between
1989 and 2022.

Wealth inequality is much steeper everywhere and has risen in most western countries. In
the US, the top 1 per cent wealth share, according to WID, rose from 23.3 per cent to nearly
35 per cent. This matters because wealth accumulates more quickly for those who already
have it than for those in the middle and at the bottom, and in turn throws off capital

income.

Thus if it seems to people that inequality has risen, that is because it has. The reasons are
not only “organic”, but also reflect policies and institutions. These differ widely across
countries even though countries are exposed to the same global economic forces. Politics
helps explain why top-end income and wealth shares in the US are so much higher than in

comparable OECD countries.
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Although some tech entrepreneurs are members of the top 1 per cent club in the US, so are
many car dealers, hedge fund managers and self-employed professionals. The income and
wealth differentials among the highly educated are enormous, belying the easy assumption
that inequality is a consequence of the gap between those with advanced degrees and those
without. You are right to call attention to the link between the sense of status loss and
blocked opportunity and the surge of right-wing populist authoritarianism evident in so
many western societies. But we must recognise that much of the inequality is itself a

product of policies pursued by those who have benefited from it.
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