
H O W  U N E Q U A L  A R E  W E ?

Suppose you earn $7,500 this year by working after-school and summer 
jobs. It would be nice to put that money in the bank. But even with 
that income, you might not feel so wealthy if you owed $10,000 to 
an uncle who had loaned you money to buy a car. If you paid him 
the $7,500, you’d be back to zero—and you’d still owe $2,500. The 
example shows that income and wealth are not the same thing. 

People earn income in different ways. Some work after school or full-time. 
Others invest their money in businesses and get a share of the profits if 
these businesses make money.
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A person’s income includes the total amount of money earned 
through work and investments over the course of a year. Wealth is 
usually measured at the household or family level. A family’s wealth is 
calculated by adding the value of its assets—money and property—and 
subtracting the value of its debts—the amount of money the family 
owes. Wealth is also called net worth. 

Politicians and journalists sometimes discuss income and wealth 
as averages. For instance, in 2014 the average household income in 
the United States was $73,298. But the word average is not precise 
because it can refer to one of two things: the mean value of a group of 
numbers or the median value of a group of numbers. The mean value 
of household income in the United States is calculated by adding all the 
income earned by all US households and then dividing that number 
by the number of households. The median value is the income in the 

middle of that same list 
of household incomes. 
The household with the 
median income would 
earn more than half of 
the earners and less than 
the other half.

Mean and median 
numbers are often very 
far apart and can be 
misleading. For instance, 
the mean wealth (income 
divided by households) 
of adults in the United 
States is roughly 

$275,000. That sounds good, right? But the median wealth (midway 
marker) of US adults is only about $39,000. How can this be? Say you 
calculated the mean wealth of eleven people eating in a restaurant on a 

In the United States, 
a lot of wealth is 
concentrated in the 
hands of relatively few 
people. For example, 
the top 1 percent of 
Americans takes in 
nearly one-quarter of 
the income earned in 
the nation each year. 
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certain night—and one of them was Bill Gates, the richest man in the 
world. To find the mean, you’d add all the net wealth of those diners 
and divide by eleven. Here’s how the equation might look (remember 
that net wealth is a number based on assets minus debt):

DINER  NET WORTH (IN DOLLARS IN 2016)
Bill Gates  81,000,000,000
Ms. A  500,000
Mr. B  150,000
Ms. C  100,000
Mr. D  95,000
Ms. E  70,000
Mr. F  65,000
Ms. G  40,000
Mr. H  6,000
Ms. I  100
Mr. J  0

TOTAL 81,001,026,100

The mean wealth of this group is about $7.4 billion. Yet the person 
with the median wealth on this list is Ms. E, with only $70,000. Five 
people on the list have more wealth than she does, and five people have 
less. Using $70,000 for the average (or median) wealth of the group 
gives a much more accurate picture than using the mean wealth. So, 
when talking about economic inequality, it is most useful to talk about 
medians rather than means. 

THE HAVES, THE HAVE-NOTS,  
AND THE HAVE LOTS
In the United States, a lot of wealth is concentrated in the hands of 
relatively few people. For example, the top 1 percent of Americans takes 
in nearly one-quarter of the income earned in the nation each year. 
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They possess more than one-third of the wealth in the nation. And 
there is a surprising amount of inequality even within the top 1 percent. 
The richest members of the 1 percent are corporate executives, tech 
wizards, and investment managers who rake in millions of dollars each 
year. But at the bottom of the 1 percent are well-paid doctors, lawyers, 
and other professionals making a comparatively modest $400,000 
a year.

T HE WA LT ON FA MILY
Sam Walton (right) and his brother, James, 
opened the first Wal-Mart store in Rogers, 
Arkansas, in 1962. Wal-Mart Stores Inc. has 
since grown to become the world’s largest 
retailer, with $482 billion in annual sales. 
The seven heirs to the Wal-Mart fortune (the 
brothers’ children and grandchildren) are the 
richest family in the United States and the 
second-richest family in the world (after the 
royal family of Saudi Arabia). Together, they 
own about half of the company stock, putting 
their net worth at about $130 billion. An article 
on the Economic Policy Institute website stated that in 2010, the heirs had as much 
wealth as the poorest 48.8 million families in the United States combined.

Why are the numbers so lopsided? Why do so many people have 
so little wealth while so much wealth is in the hands of so few? Part 
of the reason is debt. About half of Americans owe at least as much 
as they own, giving them a net worth of zero. Although some of these 
people own their own homes and have some savings and investments 
in stocks, the amount of money they owe on their mortgages 
(home loans), car and school loans, credit cards, and other bills is 
even greater. 
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Another measure of inequality in society is called the Gini index. 
On this scale, 0 indicates total equality—everyone earns the same 
income (wages) or has the same amount of wealth (assets minus debt). 
On the same scale, 100 equals perfect inequality—a single person has 
all the income or all the wealth and everyone else has nothing. The 
higher the score on the Gini index, the more unequal a society is. The 
United States has a Gini score of 41. Compared to most industrialized 
nations, that’s pretty high. Ukraine, Slovenia, and Norway have the 
lowest levels of inequality, with Gini scores in the mid-20s. South 
Africa, Haiti, and Namibia are the most unequal, with scores in the 
low 60s. 

DEMOGRAPHICS
Who are the fortunate Americans at the top end of the economic 
ladder? Geographically, the wealthy tend to cluster around big cities, 
especially those where specific business sectors are based. These 
places and specific sectors include New York City, financial industry; 
Washington, DC, federal government; the San Francisco Bay Area, 
the computer industry; and Los Angeles, the TV and film industry. In 
contrast, far fewer wealthy people live in southeastern states, such as 
Alabama, Kentucky, Mississippi, and Tennessee, because these states 
lack rich industries comparable to Wall Street or Silicon Valley (a 
nickname for the cities near San Francisco where many tech businesses 
are headquartered). For example, in Silicon Valley, 16 percent of 
households are in the top 5 percent. In Louisville, Kentucky, only 3.5 
percent of households are in the top 5 percent. 

The wealthiest Americans are also overwhelmingly (96 percent) 
white. White families make up 63 percent of the US population but 
hold 90 percent of the nation’s wealth. The net worth of the median 
white family in the United States is $134,000, while the median black 
family has a net worth of only $11,000 and the median Hispanic 
family of only $14,000. Roughly one-quarter of Hispanic and black 
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families live in poverty. More than 28 percent of American Indians live 
in poverty. (According to US government guidelines, a family of four 
living on less than $24,300 a year is said to be living in poverty.) By 
contrast, about 10 percent of white families live in poverty. 

What accounts for these differences? Racial inequality is a reality 
at every level of American society. Because of the nation’s long, 
persistent history of racism, white Americans are much more likely 
than blacks, Hispanics, or American Indians to be hired for jobs, 
receive raises, go to top colleges, receive business and mortgage loans, 
and be welcomed into neighborhoods with good schools. This success 
translates into higher earnings.
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White American households have far more wealth than members of other racial groups.
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It’s harder to compare net worth in the United States by gender. This 
is because economists generally measure wealth by household or family 
rather than by individual. More than 50 percent of households in the 
United States consist of a man and woman living together, often with 
children. When economists calculate wealth, they do it for the family 
unit—not for individual spouses. But when economists break down 
statistics along gender lines, the data show that men have much more 
wealth than women. The inequality is easier to measure by looking at 
income. While women make up 47 percent of the US workforce, they 
make up only about 17 percent of the top 1 percent of income earners. 

On average, women earn about seventy-nine cents for every dollar 
men earn. This gap stems from a combination of laws and social 
customs. In the early years of the United States, colleges were for men 
only. That began to change in the late nineteenth century, when a few 
women’s colleges opened in the eastern United States. In the twentieth 
century, laws changed and more colleges accepted women, so more 
women attended college and earned degrees. Some did not pursue 
careers outside the home afterward. Others chose careers, but the only 
occupations that were open to women were caregiving professions such 
as nursing, teaching, counseling, and social work—and these were low-
paying fields. For much of the twentieth century, high-paying fields such 
as manufacturing, medicine, computer programming, banking, and 

OPR A H W INF RE Y
Oprah Winfrey is the richest black person in the United States. Famous for her long-
running daytime talk show and book club, Winfrey also owns her own cable TV network 
(OWN), acts in movies, appears on the CBS news show 60 Minutes, and owns 10 
percent of the Weight Watchers weight-loss company. Her current net worth is about 
$3.1 billion. Many white American men are much richer than Winfrey. On the list of the 
richest people in the United States, she is number 214. 
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engineering were off-limits to women. Many colleges would not allow 
women to train in these professions. Firms would not hire women for 
these jobs, even if they had the proper training.

The women’s movement of the 1960s and 1970s helped break 
down these barriers. Professional schools and associations opened their 
doors to women, and many women trained for high-paying jobs. In the 
twenty-first century, American women are more likely than American 
men to receive a bachelor’s degree during their twenties. Women and 
men are equally likely to go to graduate school, and many women 
are moving into high-paying fields. But even in these fields, women 
don’t earn as much as men. For example, in 2015 female doctors and 
surgeons had a median weekly income of $1,246, while the median for 
their male counterparts was $2,002 a week. One explanation for the 
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pay differences is that women sometimes take time off work or reduce 
their work hours when they have children. Fewer work hours translates 
into less income. Sexism also plays a big part. Society, in general, 
perceives women as less confident, less capable, and less deserving of 
high wages than men. If a woman is not assertive on the job, her male 
coworkers might question her leadership abilities. But if she shows 
too much confidence, her male coworkers might criticize her for 
being pushy. Either way, a male boss might pass her over for a raise or 
promotion. Data show that professional women are not only paid less 
than male counterparts but are also less likely to be promoted to high 
management positions. And few women hold the very top positions. 

MONEY MAKES MONEY
Want to get rich? If you already have money, that’s not hard to do. 
French economist Thomas Piketty made headlines in 2013 by pointing 
out how much richer the rich have been getting since the late twentieth 
century. Piketty says the self-perpetuating nature of wealth makes this 
possible. So if you’re rich, you and the generations that come after you 
will most likely remain rich.

If you have a large amount of money and you want it to grow, all you 
have to do is invest it. Two of the most common types of investments 
are stocks and bonds. Buying stocks means buying a share of a company. 
When the company makes money, the stockholders get a portion of 
the profits. Buying bonds involves lending money to a business or a 
government for a period of time. The buyer pays a certain amount for 
the bond. After an agreed-upon time (such as a year), the business or 
government pays the buyer back, with interest. Most wealthy people 
invest their money in many different stocks and bonds. Even if an 
individual investment loses money, portfolios (group of investments) 
usually make money overall. So investing generally leads to more wealth. 

About one-third of the world’s billionaires (there are 1,810 of them) 
inherited their fortunes. They did not work for them. And they continue 
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to amass wealth just by investing. When they die, they will likely pass 
their wealth onto their children, who also won’t have to work. They can 
accumulate even more wealth by investing in new or existing businesses. 

But many rich people do work. After all, two-thirds of the world’s 
billionaires did not inherit their money. They earned it by their own 
efforts. Many of them made their fortunes by founding or leading 
global corporations. Executives have always been paid well. In 1973 a 
chief executive officer (CEO) generally made about 73 times as much 
as the typical company worker. Pay for top executives skyrocketed 
starting in the 1980s. By 2015 the CEOs of the richest five hundred 
companies in the United States made 340 times as much as the typical 
worker. On average, each CEO earned about $12.4 million a year. 
Adding to their wealth, most top executives are paid in stocks as well as 
wages. When the stocks increase in value, the executives make money 
without doing any work.

B ONU S B ON A NZ A
Wall Street firms are famous for handing out big bonuses to their employees at 
year’s end. For experienced traders, multimillion-dollar bonuses are common. In 
2014 Wall Street banks gave out $28.5 billion in bonuses to 167,800 employees. 
That’s twice as much money in bonuses as all minimum wage workers in the nation 
(combined) earned that year. 

Most ordinary workers, on the other hand, earn only wages. And 
while the wages of top executives have risen dramatically, the wages of 
average workers have not grown at all over the past forty or fifty years. 
It looks as if wages have grown. For instance, in 1970 the minimum 
wage (the lowest amount employers are legally allowed to pay workers) 
was $1.60 an hour. In 2014 the minimum wage was $7.25 an hour. 
That’s an increase of 353 percent. But $7.25 an hour didn’t buy as 
much in 2014 as $1.60 an hour did in 1970. That’s because the cost of 
food, housing, and everything else increased by a greater percentage 
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than wages did. For instance, the cost of college tuition increased by 
994 percent between 1970 and 2014. The cost of housing increased 
917 percent in that period. The cost of household goods increased 482 
percent. The rising price of goods and services (economic activity such 
as Internet banking, medical care, and car repair) is called inflation.

To compare wages from one period to another, economists must 
adjust for inflation. In 1970 bank tellers earned about $4,680 a year. 
When adjusted for inflation, this equals about $26,000 in 2010 dollars. 
Compare this to what bank tellers earned in 2010: $24,000 a year. 
This comparison shows that the pay for bank tellers has decreased over 
forty years. (And besides the pay decrease, bank tellers are increasingly 
losing their jobs to automation.) The same is true for many other jobs. 
Overall, wages for ordinary workers have stagnated since the 1970s.
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In 1978 the typical American 1 percenter earned about eight times more than the typical male 
American worker. By 2010 the 1 percenter earned more than thirty-two times as much.
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THE POVERTY LINE
According to the Urban Institute, which studies social and economic 
policy, almost 40 percent of all American children will be poor for at 
least one year before they turn eighteen. The US government uses a 
formula based on the cost of food to define the poverty line. In 2016 
the federal poverty line was $24,300 a year for a family of four and 
$11,880 for an individual. Families and individuals who earned less 
than this are officially considered poor, even though people who make 
more may also struggle to make ends meet.

Poverty and economic inequality are related. But they are not quite 
the same. Inequality means that goods and income are distributed 
unequally, so that some people get more than others. Poverty means 
a person or a family does not have enough money to meet the cost of 
basic daily needs, such as housing, transportation, and food. Rising 
inequality often accompanies increased poverty. This is true in the 
United States, where 15 percent of people live in poverty. 

While the national poverty rate is 15 percent, an estimated 21 
percent of American children are poor. That’s because it takes much 
more money to support a family than to support one adult. An adult 
living alone must support only himself or herself. If the person works 
full-time for the federal minimum wage or more, he or she lives 
above the poverty line. If that same worker must support one or more 
nonworking children, the family will fall below the poverty line. So 
families with children are more likely than single adults to be poor. 
Single-parent families, mostly headed by women, are especially likely to 
fall into poverty. 

GLOBAL INEQUALITY
Wealth and income differ greatly among Americans, but the gap 
between rich and poor is tiny compared to the level of inequality 
among all the people of the world. According to Oxfam International 
(a charitable organization focused on global poverty), the eight richest 
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people on Earth have as much wealth as the poorest 3.6 billion 
people—half the world’s population. Together, the world’s 1,810 
billionaires have a net worth 
equal to the wealth of 70 
percent of humanity. 

Poverty is widespread in 
the United States, but it is far 
worse in most other nations. 
The World Bank (which lends 
money to groups that build 
housing, irrigation systems, 
schools, and other facilities in 
poor nations) sets the global 
poverty line at the equivalent 
of $1.90 (US dollars) per person each day. That adds up to just $693.50 
a person a year. Anyone in any country who is living on this amount 
or less is said to be in absolute poverty. How does someone survive on 
$1.90 a day? It couldn’t be done in the United States. Food and housing 
are far too expensive. But in some poor nations, such as those of central 
and southern Africa, it is possible to survive on this income—just 
barely. Millions of people in nations in Africa, South America, and 
Asia live on the streets or in makeshift shelters. They are hungry or 
malnourished. According to World Bank statistics, almost half the 
people on Earth—more than three billion people—live on less than 
$2.50 a day. 

The eight richest 
people on Earth 
have as much 
wealth as the 
poorest 3.6 bil l ion 
people—half the 
world ’s population.
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