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ABSTRACT 
 

 There is little debate that economic inequality is on the rise. Over the past six decades, both 

wealth and income have become more concentrated in fewer hands. According to recent data, the 

top 10 percent of income earners now possess nearly 40 percent of all available national income.1 

Similarly, the top 10 percent of the wealthiest individuals and families in the United States now 

hold 50 percent of the nation’s available wealth.2 Similar trends can be seen in other developed 

economies across the world.  

 As income and wealth disparities have increased over the past few decades, another interesting 

economic development has emerged: an increase in market consolidation across the globe’s most 

advanced economies. There is increasing evidence that firms today are far less constrained than in 

decades past. As a result, there has been a significant decrease in the number of competitive firms, 

as leading companies across industries have merged at an alarming rate. This increase in 

consolidation has enormous impacts on societies and economies as a whole.  

 Throughout my thesis, I examine these two trends simultaneously to answer the following 

question: Does market consolidation have a discernable effect on income and wealth inequality? 

Using market concentration as a proxy for market power, I dive into the economic effects that such 

market power has on economies and societies at a macroeconomic level across 32 OECD 

countries. Throughout my analysis, I find that market concentration does have a demonstrable, 

 
1 Austin Clemens, “Eight graphs that tell the story of U.S. Economic Inequality,” Washington Center for Equitable Growth, last 
modified December 9, 2019, https://equitablegrowth.org/eight-graphs-that-tell-the-story-of-u-s-economic-inequality/.  
 
2 Clemens, “Eight graphs that tell the story of U.S. Economic Inequality.”  
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negative association with both income and wealth equality. That is, there is sufficient evidence to 

suggest that an increase in market power plays a critical role in driving economic inequality. Using 

the Herfindahl-Hirschman Index, I estimate both OLS models and Fixed Effects models to further 

substantiate my hypothesis that market concentration does, in fact, contribute to income and wealth 

disparities.  
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Introduction 
 
 In recent decades, income and wealth inequality have been central to both economic and 

political debate. Since 1980, data have shown that the gap between the rich and the poor is 

expanding, with income and wealth accumulation collected by an ever-shrinking group of 

individuals and families.1 Between 1980 and the early 2000s, the top decile of earners in the U.S. 

claimed approximately 45 to 50 percent of the overall national income.2 This is a dramatic increase 

from the post-World War II period, in which the top decile had control over approximately 30 to 

35 percent of the country’s overall national income.3 As a result, the top 1 percent of the income 

share today is almost twice as large as the bottom 50 percent.4 A trend equally as grim is the rate 

at which America’s wealth inequality has grown. Currently, the top 1 percent of the U.S. 

population has over 40 percent of total wealth – a figure that amounts to almost twice the share of 

the country’s income.5  

 The history of income and wealth distribution is inherently and deeply political. Leading 

economists on the subject argue that between 1910 and 1950 most developed countries saw an 

increase in economic equality as a result of policies designed to mitigate the economic shocks 

posed by World War II.6 This era also marked an increase in antitrust enforcement as a way to 

combat the potential threat of emerging monopolies and oligopolies. In 1936, at the Democratic 

 
1 Thomas Piketty, Capital in the 21st Century (Cambridge: The Belknap Press of Harvard University Press, 2017), 31-35.  
 
2 Piketty, Capital in the 21st Century, 31. 
 
3 Piketty, Capital in the 21st Century, 32. 
 
4 Thomas Piketty, Emmanuel Saez and Gabriel Zucman, “Distributional National Accounts: Methods and Estimates for the 
United States,” The National Bureau of Economic Research, no. 22945 (December 2016): 34-35, 
https://www.nber.org/papers/w22945.pdf.     
  
5 Joseph Stiglitz, People, Power, Profits: Progressive Capitalism for an Age of Discontent (New York: W. W. Norton, 2019), 43. 
 
6 Piketty, Capital in the 21st Century, 27. 
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Party’s National Convention, Franklin Roosevelt warned his audience about the looming problem 

of “industrial dictatorship.”7 In attempts to combat the same trend in corporate consolidation that 

increased in the years leading to the Great Depression, President Roosevelt bolstered existing 

antitrust policies and empowered the agencies that were responsible for their enforcement.8 As a 

result of this political move, between the 1960s and 1970s, antitrust law and enforcement “reached 

the fullest extent of their power, influence, and political support,” states a leading scholar in the 

field, Tim Wu, in The Curse of Bigness: Antitrust in the New Gilded Age.9 These antitrust policies 

were in effect for decades leading to the Reagan Administration.  

 The 1980s, however, marked the onset of an intellectual opposition to antitrust and 

regulation under the Chicago School of Economics.10 Under this framework, the Reagan 

Administration emphasized heavy deregulation, under the presumption that antitrust enforcement 

(like other regulatory policies) was an unnecessary burden on firms and the economy. As a result 

of these laissez-faire economic policies that began decades ago, concentration within markets has 

increased dramatically,11 as companies have been able to merge and acquire new businesses 

without nearly as much intervention by the government. From 1985 to 2017, the number of 

completed mergers rose from 2,308 to 15,361,12 the same time period in which economic 

inequality – notably wealth inequality – began to drastically increase in the United States. These 

 
7 Stacy Mitchell, “The Rise and Fall of the Word ‘Monopoly’ in American Life,” The Atlantic, June 20, 2017, 
https://www.theatlantic.com/business/archive/2017/06/word-monopoly-antitrust/530169/. 
 
8 Mitchell, “The Rise and Fall of the Word ‘Monopoly’ in American Life.” 
 
9 Tim Wu, The Curse of Bigness: Antitrust in The New Gilded Age (New York: Columbia Global Reports, 2018),78. 
 
10 Stiglitz, People, Power, Profits: Progressive Capitalism for an Age of Discontent, 25. 
 
11 Mitchell, “The Rise and Fall of the Word ‘Monopoly’ in American Life.” 
 
12 Adil Abdela and Marshall Steinbaum, “The United States has a Market Concentration Problem,” The Roosevelt Institute, last 
modified September 11, 2018, https://rooseveltinstitute.org/united-states-has-market-concentration-problem/.  
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two parallel trends beg the question: Does a firm’s increased market power have a direct impact 

on economic inequality?  

While the variables that cause and exacerbate economic inequality are the topic of 

considerable debate, both conservative and liberal economists agree that the gap between the rich 

and the poor is widening.13 One variable that is under-studied among researchers in the field is the 

impact that market power—the degree to which firms have control over a given market—has on 

economic inequality. In this thesis, I examine whether, and to what extent, market concentration 

(used as a proxy for market power) leads to a demonstrable increase in the growing level of 

inequality. Based on data from 32 Organization of Economic Cooperation and Development 

(OECD) countries, my hypothesis is that an increase in market concentration has a discernable 

effect on both income and wealth disparities.   

 I test my hypothesis by running both an Ordinary Least Squares (OLS) model and a Fixed 

Effects model. I begin by studying available income and wealth data collected by Thomas Piketty, 

Emmanuel Saez, and Gabriel Zucman,14 published in the World Inequality Database (WID). I then 

analyze market concentration through data on the Herfindahl-Hirschman Index (HHI) made public 

through the World Bank. Overall, my results are quite robust and are consistent with my 

hypothesis. After regressing national income on HHI, I find that the two variables have a very 

strong, negative association. My results yield that the more concentrated a country’s economy is 

(that is, fewer, more powerful firms), the more likely there will be less income for the average 

resident. I conclude similar results with my analysis on per adult national wealth. My results 

 
13 Somin Park, “Economic inequality matters for Federal Reserve monetary policymaking,” Washington Center for Equitable 
Growth, last modified September 17, 2019,  https://equitablegrowth.org/economic-inequality-matters-for-federal-reserve-
monetary-policymaking/.     
 
14 Piketty, Saez, and Zucman, “Distributional National Accounts: Methods and Estimates for the United States,” 35.  
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indicate that the more consolidated an economy is, the less wealth will be available per average 

resident. This negative association is a clear indicator of economic inequality, likely as a result of 

increased market consolidation among other economic and demographic characteristics.   

In the first part of this paper, I examine previous literature in this space. The second part 

focuses on the mathematical model that describes the relationship between market concentration 

and economic inequality. Next, I focus on my data collection and descriptive statistics. Fourth, I 

interpret my findings and limitations in my models, followed by my conclusion and the policy 

implications on the relationship between market concentration and inequality.  

  



5  

Background 
 

Although the discussion of economic inequality has become more dominant in political 

discourse over the past decade, it by no means is a new concept. In fact, the distribution and 

consequences of wealth and income inequality have been on the minds of political economists 

since at least the late 18th century.15 Pioneers in this field, including Thomas Malthus, were 

particularly concerned about the political and societal consequences of mass poverty following the 

French Revolution.16 By the early 19th century, David Ricardo published the Principles of Political 

Economy and Taxation, in which he argued that the only way to curtail a widening gap between 

the rich and the poor was to impose tax on land rents.17 By the mid-19th century, Karl Marx warned 

of the grave consequences of capital accumulation in the hands of fewer men.18 The dominant 

narrative by the mid-1800s was grim: most schools of thought projected dire economic and public 

costs as a result of economic inequality. 

By the mid-20th century, economist Simon Kuznets proposed a theory on inequality that, 

unlike his predecessors, relied heavily on data19 and had a much brighter outlook on the effects of 

capitalism. In his view, inequality is temporary. In his 1955 essay “Economic Growth and Income 

Inequality,” Kuznets argues that there are two primary stages of development in a capitalist 

economy. In the beginning stages of development, he argues, inequality is inevitable, and the 

benefits of industrialization benefit a smaller portion of the population. However, once the 

 
15 Piketty, Capital in the 21st Century, 4. 
 
16 Piketty, Capital in the 21st Century, 5. 
 
17 Piketty, Capital in the 21st Century, 7. 
 
18 Piketty, Capital in the 21st Century, 11. 
 
19 Simon Kuznets, “Economic Growth and Income Inequality,” The American Economic Review, vol. 45, no. 1, (1955): 1-28, 
http://gabriel-zucman.eu/files/teaching/Kuznets55.pdf.   
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economy reaches an advanced phase of capitalist development, the gap between the rich and the 

poor begins to decrease until it eventually stabilizes, following a bell-shaped curve:20 (see 

Appendix A).   

“One might thus assume a long swing in the inequality characterizing the secular income 
structure: widening in the early phases of economic growth when the transition from the 
pre-industrial to the industrial civilization was most rapid; becoming stabilized for a while; 
and then narrowing in the later phases. This long secular swing would be most pronounced 
for older countries where the dislocation effects of the earlier phases of modern economic 
growth were most conspicuous; but it might be found also in the ‘younger’ countries like 
the United States, if the period preceding market industrialization could be compared with 
the early phases of industrialized, and if the latter could be compared with the subsequent 
phases of greater maturity.”21  
 

Through this analysis, Kuznets proposed a new way of analyzing the relationship between 

economic growth and inequality. In 2003, economists Thomas Piketty and Gabriel Saez built on 

this post-Cold War model arguing that a new industrialization phase has taken place in the United 

States, thus adding a third stage of development to the curve, stating, “Today, the Kuznets curve 

is widely held to have doubled back on itself, especially in the United States, with the period of 

falling inequality observed during the first half of the twentieth century being succeeded by a very 

sharp reversal of the trend since the 1970s.”22  

Throughout the past couple of decades, economists have built on the Kuznets methodology 

of using data to analyze the relationship between economic growth and equality. Combining 

national accounts, survey data, fiscal data, wealth rankings and surveys,23 both liberal-leaning and 

 
20 Piketty, Capital in the 21st Century, 13. 
 
21 Kuznets, “Economic Growth and Income Inequality,” 18. 
 
22 Thomas Piketty and Emmanuel Saez, “Income Inequality in the United States: 1913-1998.” The Quarterly Journal of 
Economics, vol. 118, (February 2003): 1-2, https://eml.berkeley.edu/~saez/pikettyqje.pdf.   
 
23 “Methodology: World Inequality Database,” World Inequality Database, last modified November 2019, https://wid.world/wid-
world.  
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conservative-leaning economists claim that inequality has increased over the past 30 years.24 Using 

longitudinal data, both the Federal Reserve Board25 and the World Inequality Database map the 

same trends in income and wealth distributions over the past century. Starting in the post-World 

War II era, data show that there was a reduction in income and wealth inequality. As Piketty notes 

in Capital in the 21st Century:  

“More specifically, at the beginning of this period, the upper decile of the income 
distribution (that is, the top 10 percent of U.S. earners) claimed 45 [to] 50 percent of the 
annual national income. By the late 1940s, the share of the top decile had decreased to 
roughly 30-35 percent. This decrease of nearly ten percentage points was considerable: for 
example, it was equal to half of the income of the poorest 50 percent of Americans.”26  
 

Rates of inequality largely stabilized between 1950 and 1970 in developed countries. However, 

this trend reversed by the 1980s until 2000, with the share of the top decile gaining roughly 45 to 

50 percent of national income.27 We continue to see this disparity today. As Piketty argues: 

“Some people believe that inequality is always increasing and that the world is by 
definition always becoming more unjust. Others believe that inequality is naturally 
decreasing, or that harmony comes about automatically, and that in any case nothing should 
be done that might risk disturbing this happy equilibrium. Given this dialogue of the deaf, 
in which each camp justifies its own intellectual laziness by pointing to the laziness of the 
other, there is a role for research that is at least systematic and methodological if not fully 
scientific.”28  
 

Piketty argues that a full understanding of the causes and trends in inequality is key to crafting any 

successful policy solution.  

 
24 Dylan Matthews, “A New Study Says Much of the Rise in Inequality is an Illusion. Should you Believe It?” Vox, January 10, 
2018, https://www.vox.com/policy-and-politics/2018/1/10/16850050/inequality-tax-return-data-saez-piketty.  
 
25 Raksha Kopparam, “The Federal Reserve’s New Distributional Financial Accounts Provide Telling Data on Growing U.S. 
Wealth and Income Inequality,” Washington Center for Equitable Growth, last modified August 22, 2019, 
https://equitablegrowth.org/the-federal-reserves-new-distributional-financial-accounts-provide-telling-data-on-growing-u-s-
wealth-and-income-inequality/. 
 
26 Piketty, Capital in the 21st Century, 16. 
 
27 Piketty, Capital in the 21st Century, 32. 
 
28 Piketty, Capital in the 21st Century, 3. 
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In order to unpack the complexities these topics, I turn to previous literature that focuses 

on how firms can acquire such market power and what the effects are on the larger population. I 

then analyze literature on what defines income and wealth inequality. Although there are many 

studies on inequality, and a wealth of literature on market concentration, this thesis analyzes how 

these two important economic trends may have developed in conjunction with one another in many 

developed OECD countries.  
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Literature Review 
 
“The American Beauty Rose can be produced in its splendor and fragrance only by sacrificing the 
early buds which grow up around it.”29 
-John D. Rockefeller, Jr.  
 

A number of studies exist on the trends of increased market concentration over the past 

several decades. Similarly, there is extensive literature on the causes and increased rates of 

economic inequality. In this thesis, I utilize both categories of literature to examine the topics both 

independent and dependent of one another. 

Market Concentration  

 Understanding market structure is critical in this field of research. In order to effectively 

regulate a particular industry, policymakers must recognize the presence of market power, and the 

extent to which a firm may utilize that power over an industry. Market power is not merely the 

size of a firm; rather, it is defined as a firm’s ability to gain higher profits by reducing output.30 In 

other words, market power enables a firm to sell goods and services to consumers at a higher price 

than the market equilibrium.31 As it is beyond the scope of my research to analyze market power 

for firms in specific industries, I use country level market consolidation as a proxy for market 

power. This enables me to analyze how concentrated certain country’s economies are as a whole.  

Measuring market concentration is considered a valuable tool when analyzing competition 

within a given market. This concept is seen as one of the most useful proxies to analyzing how 

much market power a firm has over an industry or an economy as a whole. Through the basic laws 

of supply and demand, a natural equilibrium price and quantity is set in a highly competitive 

 
29 Wu, The Curse of Bigness: Antitrust in The New Gilded Age, 28.  
 
30 Herbert Hovenkamp, Christopher Lesli, Howard Shelanski and E. Thomas Sullivan, Antitrust Law, Policy and Procedure: 
Cases, Materials, and Problems, (Durham: Carolina Academic Press, 2019), 677. 
 
31 Hovenkamp, Lesli, Shelanski and Sullivan, Antitrust Law, Policy and Procedure: Cases, Materials, and Problems, 677.  
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environment. In a market with many sellers, the power is dispersed among many. Conversely, in 

a highly-concentrated market, few firms have the power to determine the price and quantity of 

output on their own. 32 As Washington Center for Equitable Growth author Bonnie Kavoussi, 

argues: “Experts are concerned that once companies reach a certain level of dominance, they can 

use their significant resources to thwart competition by buying potential competitors or through 

other anti-competitive measures…Market power has raised prices and suppressed wages, while 

boosting corporate profits.”33  

Although firms may argue (such as in the case of U.S. vs. American Can Co. in 1921) that 

sheer size is not in it of itself unlawful, U.S. legal precedent suggests that such behavior is when 

firms acquire larger shares of the market through unnatural or illegitimate means, creating a 

negative effect on consumers.34 While there is debate over what policy actions (or inactions) may 

lead to such market concentration, there is empirical evidence to suggest that when it comes to 

market concentration, “big is bad.” As authors Jonathan Baker and Steven Salop claim: “The 

returns from market power go disproportionately to the wealthy – increases in producer surplus 

from the exercise of market power accrue primarily to shareholders and the top executives, who 

are wealthier on average than the median consumer.”35 Similarly, the Center for American 

Progress argues: “When firms are earning economic rents – returns to capital beyond what a 

competitive market would normally allow – income is redistributed upward to owners. The 

 
32 Richard Brunell, Diana Moss and Randy Stutz, “A National Competition Policy: Unpacking the Problem of Declining 
Competition and Setting Priorities Moving Forward,” American Antitrust Institute, (September 2016): 1-17, 
https://www.antitrustinstitute.org/wp-content/uploads/2018/08/AAINatlCompPolicy-1.pdf.   
 
33 Bonnie Kavaoussi, “How Market Power has Increased U.S. Inequality,” Washington Center on Equitable Growth (May 2019), 
https://equitablegrowth.org/how-market-power-has-increased-u-s-inequality.    
 
34 Hovenkamp, Lesli, Shelanski and Sullivan, Antitrust Law, Policy and Procedure: Cases, Materials, and Problems, 677. 
 
35 Jonathan Baker and Steven Salop, "Antitrust, Competition Policy, and Inequality,” Georgetown Law Faculty Publications and 
Other Works, 1462, (February 2015):12, https://scholarship.law.georgetown.edu/facpub/1462.  
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economic rents that owners gain from this pose like a tax on everyone else, lowering real wages 

and shifting overall income shares away from workers.”36 According to this literature, the fewer 

firms there are in a market, the greater the producer surplus. John Kwoka, a leading academic from 

Northeastern University, argues that today this consolidation has “reduced the number of 

significant competitors to only three or four, prompting concerns about diminished competition, 

higher prices, and a range of other harms to the U.S. economy and society.”37 As elucidated above, 

there is significant evidence to suggest that increased consolidation can have a powerfully negative 

impact on consumers.  

There are several ways to measure market concentration. One way is through markups. 

This gives researchers a zoomed-in view of the monopolization of a firm in a specific market, 

defined by its product and geography. “A markup is the difference between a product’s price and 

its marginal cost, or the cost of making one additional unit. High markups are a common measure 

of monopoly power because when a firm has less competition, it has more leverage to charge high 

prices. Similarly, high corporate profits are a sign of market power since they represent the rents 

that firms are able to capture,” states Kavoussi.38 Many researchers in this space use markups as a 

way to measure the overall level of competitiveness in an industry. Sara Calligaris, Chiara 

Criscuolo and Luca Marcolin, examine the evolution of markups between 2001 and 2014 in 

various sectors.39 Similarly, the Deutsche Bundesbank’s December 2017 report uses markup data 

 
36 Ethan Gurwitz, Marc Jarsulic and Andrew Schwartz, “Toward a Robust Competition Policy.” Center for American Progress, 
no. 1 (April 2019),  https://www.americanprogress.org/issues/economy/reports/2019/04/03/467613/toward-robust-competition-
policy/.   
 
37 John Kwoka, “U.S. Antitrust and Competition Policy Amid the New Merger Wave,” Washington Center on Equitable Growth, 
no.1 (July 2017): 6, https://equitablegrowth.org/wp-content/uploads/2017/07/072717-kwoka-antitrust-report.pdf. 
 
38 Kavaoussi, “How Market Power Has Increased U.S. Inequality.” 
 
39 Sara Calligaris, Chiara Criscuolo and Luca Marcolin, "Mark-ups in the Digital Era," OECD Science, Technology and Industry 
Working Papers, no. 2018/10, (April 2018): 6, https://doi.org/10.1787/4efe2d25-en. 
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within E.U. countries.40 In “Product Market Competition in the OECD Countries: Taking Stock 

and Moving Forward,” authors Jens Høj, Miguel Jimenez, Maria Maher, Giuseppe Nicoletti and 

Michael Wise examine the cross-country differences in markup data.41 In this field of research, 

markups are considered a gold standard to analyze a firm’s overall market power within an 

economy.  

However, for the purposes of my study, I measure how concentrated economies are as a 

whole, rather than in a particular industry. To do so, I turn to country data on each country’s 

Herfindahl-Hirschman Index (HHI). This measurement is calculated by summing all squares of a 

market share of each firm within a particular industry (see Equation 9). HHI is a common 

measurement of market concentration, used by Gaynor, Ho, and Town in “The Industrial 

Organization of Health Care Markets.”42 Similarly, Autor et al. uses HHI in their analysis of the 

manufacturing industry. Their research concludes that there was, on average, an increase in HHI 

within the manufacturing, finance, service, utilities, retail and wholesale trade, signaling a decrease 

in competition within these sectors.43  

Using the wide range of methodologies available to researchers on market concentration, 

there is a large body of evidence to suggest that there is sweeping consolidation within major 

sectors of the U.S. economy. In 2016, the Council on Economic Advisers published a report titled: 

“Benefits of Competition and Indicators of Market Power,” describing the ways in which 

 
40 Deutsche Bundesbank, “Monthly Report: Mark-ups of Firms in Selected European Countries,” December 2017, 1-15, 
https://www.bundesbank.de/resource/blob/707668/f76a88181074b9393ce79990da1fff3c/mL/2017-12-markups-data.pdf.  
 
41 Jen Høj, et al, "Product Market Competition in the OECD Countries: Taking Stock and Moving Forward," OECD Economics 
Department Working Papers, no. 575, (September 2007), https://doi.org/10.1787/108734233645. 
 
42Martin Gaynor, Katie Ho and Robert Town, “The Industrial Organization of Health Care Markets,” The National Bureau of 
Economic Research, no. 19800, (March 2014):4, https://www.nber.org/papers/w19800. 
 
43 David Autor, et al, "Concentrating on the Fall of the Labor Share." The National Bureau of Economic Research, no. 23108, 
(January 2017): 180-185, https://www.nber.org/papers/w23108.pdf.  
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competition may be decreasing in many economic sectors due to the increase in market 

concentration.44 Using data from the U.S. Census Bureau, the authors of this report noted that 

between 1997 and 2012, the 50 largest firms in the U.S. have seen an increase in profit share by 

10, 20 or 30 percent (see Appendix B). This conclusion is consistent with research published in the 

banking industry, by Corbae and D’Erasmo,45 and in the agricultural industry, by Shields.46 Carl 

Shapiro argues that there is a key relationship between these trends and the overall level of 

competition within markets. He argues that the increase in concentration indicates a decline in 

competition.47There is mounting evidence supporting such claims.    

The Economist, Wall Street Journal, and the New York Times similarly claim that there are 

a number of industries in the United States that are dominated by fewer firms.48 In “The Rise of 

Superstars,” a report produced by the Economist, the authors state: “The world needs a healthy 

dose of competition to keep today’s giants on their toes and to give those in their shadow a chance 

 
44 Jason Furman and Peter Orszag, “Benefits of Competition and Indicators of Market Power,” Council of Economic Advisers 
Issue Brief, April 2016, 1-17, 
https://obamawhitehouse.archives.gov/sites/default/files/page/files/20160414_cea_competition_issue_brief.pdf.  
 
45 Dean Corbae and Pablo D’Erasmo, “A Quantitative Model of Banking Industry Dynamics,” The National Bureau of Economic 
Research, no. 25424, (January 2010), https://www.nber.org/papers/w25424.  
 
46 Dennis Shields, “Consolidation and Concentration in the U.S. Dairy Industry,” Congressional Research Service, (April 
2010):1-3, http://nationalaglawcenter.org/wp-content/uploads/assets/crs/R41224.pdf. 
 
47 Carl Shapiro, “Antitrust in a Time of Populism,” International Journal of Industrial Organization, volume 61, (October 
2017):714-748, https://dx.doi.org/10.2139/ssrn.3058345.    
 
48 Theo Francis and Ryan Knutson, “Wave of Megadeal Tests Antitrust Limits in the U.S.,” Wall Street Journal, October 18, 
2015, https://www.wsj.com/articles/wave-of-megadeals-tests-antitrust-limits-in-u-s-1445213306.  
 
“How Mergers Damage the Economy,” The Editorial Board, New York Times, November 1, 2015, 
https://www.nytimes.com/2015/11/01/0pinion/sunday/how-mergers-damage-the-economy.html?_r=0. 
 
Eduardo Porter, “With Competition in Tatters, the Rip of Inequality Widens,” New York Times, July 12, 2016, 
https://www.nytimes.com/2016/07/13/business/economy/antitrust-competition-inequality.html. 
 
“Business in America: Too Much of a Good Thing,” The Economist, March 26, 2016, 
https://www.economist.com/briefing/2016/03/26/too-much-of-a-good-thing. 
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to grow.”49 The Wall Street Journal’s findings concluded that “In nearly a third of industries, most 

U.S. companies compete in markets that would be considered highly concentrated under current 

federal antitrust standards, up from about a quarter in 1996…”50 The New York Times notes how 

Anheauser-Busch InBev NV and SAMMiller PLC has created an international super firm that 

pockets $3 for every $10 spent on beer throughout the world.51   

Additional empirical evidence, provided by the World Economic Forum and the IMF’s 

World Economic Outlook, leave little room to doubt the fact that fewer firms control more 

industries today.52 In The Curse of Bigness: Antitrust in The New Gilded Age, author Tim Wu 

notes: “In the United States, between 1997 and 2012, 75 percent of American industries became 

more concentrated. Similarly, since the year 2000, across U.S. industries, the Herfindahl-

Hirschman Index, which measures market concentration, has increased in over 75 percent of 

industries.”53  Throughout his book, Wu argues that the lack of competition among the biggest 

firms in America is akin to the robber-baron days of the early 20th century. Among many examples 

of industries that have become highly concentrated, Wu notes that within the pharmaceutical 

industry, the international market on prescription drugs decreased from roughly sixty firms to ten 

from 2005 through 2017.54 As a result, these monopolies were able to take full advantage of their 

 
49“The Rise of the Superstars,” The Economist, March 26, 2016, https://www.economist.com/special-report/2016/09/15/the-rise-
of-the-superstars.  
 
50 Francis and Knutson, “Wave of Megadeals Tests Antitrust Limits in U.S.”  
 
51 Porter, “With Competition in Tatters, the Rip of Inequality Widens.” 
  
52World Economic Forum, “The Global Competitiveness Report 2017-2018, Chapter 1: The Quest for More and Better 
Growth,”2018, 1-9, http://www3.weforum.org/docs/GCR2017-
2018/02Chapters/TheGlobalCompetitivenessReport2017%E2%80%93201813_Chapter1.pdf. 
 
53 Wu, The Curse of Bigness: Antitrust in the New Gilded Age, 20-21.  
 
54 Wu, The Curse of Bigness: Antitrust in the New Gilded Age, 116-117. 
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market power, increasing prices “by at least 1,000 percent and sometimes as much as 6,000 

percent.”55  

There is a resounding consensus that corporate profits have increased as a result of 

increased market concentration. While Shapiro focuses on antitrust laws that have evolved 

throughout the past century in “Protecting Competition in the American Economy,” he notes that 

“there is convincing evidence that larger, more efficient firms have been growing at the expense 

of their smaller, less efficient rivals, causing various measures of broad industry concentration in 

the U.S. economy to increase.” As a result, the price/cost ratios have increased, and corporate 

profits have risen.56    

Income and Wealth Inequality  

 The true distribution of income and wealth is often masked by macroeconomic indicators 

– such as GDP or the employment rate – that paint broad strokes on how well an economy is doing. 

These figures can often be misleading and do little to tell us exactly how portions of the population 

are living within a country. For example, key indicators, such as the rate of income growth, tell a 

very different story on exactly who is benefiting from a growing economy. Political economists, 

including Sir Anthony Atkinson at The University of Oxford, Thomas Piketty at the Paris School 

of Economics, Gabriel Zucman and Emmanuel Saez at University of California at Berkeley, and 

Raj Chetty at Harvard University, devoted the past decade to analyzing the growing divide between 

the rich and the poor both in the United States and globally looking at these types of trends. These 

authors have written extensive literature on the causes and implications of economic inequality, 

 
55 Wu, The Curse of Bigness: Antitrust in the New Gilded Age, 116. 
 
56 Carl Shapiro, “Protecting Competition in the American Economy: Merger Control, Tech Titans, Labor Markets,” Journal of 
Economic Perspectives, volume 33, number 3, (2019): 71, https://faculty.haas.berkeley.edu/shapiro/protectingcompetition.pdf.  
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adding data to substantiate their claims that these disparities contribute to growing political, 

societal and economic problems in the 21st century. 

As inequality has emerged as a hot topic for political debate, it’s imperative to analyze the 

dimensions of the economic concept. Atkinson devotes much of his literature to this, highlighting 

the fundamental disadvantages that are posed by inequality in opportunity. Atkinson describes this 

concept extensively in his book, Inequality: What can be done?57 He argues that equality of 

opportunity is an ex-ante concept. “If some people work harder at school, pass their exams, and 

get into medical school, then at least part (but not necessarily all) of their higher salary as a doctor 

can be attributed to effort. If, on the other hand, their place at medical school is secured through 

parental influence (for example, preference being given to the children of alumni), then there is 

inequality of opportunity.”58 In other words, income and wealth from one generation passes 

income and wealth to the next. “Advantages – and disadvantages – get transmitted across 

generations,” argues Joseph Stiglitz, in People, Power and Profits.59 “The American dream of 

equality of opportunity is a myth: a young American’s life prospects are more dependent on the 

income and education of his parents than in almost any other advanced country. I tell my students 

that they have one crucial decision to make in life: choosing the right parent.”   

Understanding the pervasive nature of inequality of opportunity is important when thinking 

through policy decisions to address both income and wealth disparities. Other authors besides 

Stiglitz, including Kate Pickett and Richard Wilkinson, describe the importance of addressing 

inequality of outcome. They argue that this type of inequality leads to increased crime, lack of 

 
57 Anthony Atkinson, Inequality: What Can Be Done? (Cambridge: Harvard University Press, 2015), 10. 
 
58 Atkinson, Inequality: What Can Be Done? 10. 
 
59 Joseph Stiglitz, The Price of Inequality (New York, New York: W.W. Norton & Company, 2012), 44. 
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social cohesion and a wealth of other societal problems that continue to perpetuate this vast divide 

between the rich and the poor.60 These authors argue that in order to address the concerns about 

equality of opportunity tomorrow, policymakers must be focused on addressing the issues of 

equality of outcome today.61 “Today’s ex-post outcomes shape tomorrow’s ex-ante playing field: 

the beneficiaries of inequality of outcome today can transmit an unfair advantage to their children 

tomorrow.”62 Empirical analysis has pointed to these very trends over the past several decades.   

 In Capital in the 21st Century, Piketty outlines the broad macroeconomic trends 

surrounding wealth and income distribution both in the United States and abroad. He points to the 

concerning trend that today income inequality is at about the same level as it was during the 

“Roaring Twenties.” That is to say that the share of overall income taken by the top ten percent of 

households is at roughly the same level as it was shortly before the Great Depression. The share 

of income taken by the top one percent generally has the same trend. From the period of 1910 to 

the 1930s, equality fell sharply. Between the 1940s and the 1970s, inequality was generally stable, 

until it climbed back up again (see Appendix B). Piketty laid the groundwork for subsequent 

research in the field. 

 While Capital in the 21st Century outlines the nuances to wealth distribution throughout 

the past century and highlights key historical trends that were part of the underlying issue within 

inequality, several papers published by Saez, Zucman, and Piketty provide data further supporting 

the notion that wealth and income inequality is, in fact, growing. My research is heavily influenced 

by the findings in Zucman and Piketty’s “Capital is Back: Wealth-Income Ratios in Rich 

 
60 Stiglitz, The Price of Inequality, 30. 
 
61 Stiglitz, The Price of Inequality, 11. 
 
62 Stiglitz, The Price of Inequality, 11. 
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Countries, 1700-2010,”63 Zucman and Saez’s “Wealth Inequality in the United States Since 

1913,”64 and “Global Wealth Inequality.”65 All of these papers note the limitations in measuring 

inequality, and how that in turn can impact the analysis of it. “One major problem is the disconnect 

between macroeconomics and the study of economic inequality,” the economists write. 

“Macroeconomics relies on national accounts data to study the growth of national income while 

the study of inequality relies on individual or household income, survey and tax data. Ideally all 

three sets of data should be consistent, but they are not.”66 In order to address these critical issues, 

the authors created “distributional national accounts.” That is, they combined tax, survey, and 

national accounts data to build an entirely new set. “Our distributional national accounts enable us 

to provide decompositions of growth by income groups consistent with macroeconomic growth.”67 

I use their data as the dependent variable in my research.  

 It’s also important to highlight the literature that differs from Piketty, Saez, and Zucman. 

Some note that Piketty’s analysis of income and wealth inequality in Capital is a “flawed 

understanding of the relationship between social wealth and income inequality,” as Richard 

Epstein at the Hoover Institution argues.68 Epstein notes that the increase of wealth of some people 

without the decline in wealth of others is a Pareto improvement, which is seen as preferable in a 

 
63 Gabriel Zucman and Thomas Piketty, “Capital is Back: Wealth-Income Ratios in Rich Countries 1700-2010,” The Quarterly 
Journal of Economics, May 2014, 1255-1310, http://piketty.pse.ens.fr/files/PikettyZucman2014QJE.pdf. 
  
64 Zucman, Piketty, Saez, “Distributional National Accounts: Methods and Estimates for the United States,” 35. 
 
65 Gabriel Zucman, “Global Wealth Inequality,” Annual Review of Economics, Department of Economics, University of 
California, Berkeley and National Bureau of Economic Research, (2019): 110-111, https://gabriel-
zucman.eu/files/Zucman2019.pdf. 
 
66 Piketty, Seaz, Zucman, 37. 
 
67 Piketty, Seaz, Zucman, 35-37. 
 
68 Piketty, Seaz, Zucman, 37. 
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society. Other literature that challenges Piketty’s claims suggest that his arguments are too 

alarmist, and that inequality is not actually growing at the rate that he claims.69    

Bridging the Two Topics 

While there may be some dispute as to what rate and to what magnitude inequality is 

growing, there is general consensus among economists and thought leaders that there is a widening 

gap between the world’s rich and poor. “Because the creation and exercise of market power tend 

to raise the return to capital, market power contributes to the development and perpetuation of 

inequality. As market power grows more common and visible, increasing public concern with 

inequality may call for a competition policy response.”70 There is growing distress that because 

firms are now earning higher profits, they are at liberty to pay their workers less and charge more 

for their products, which, in turn, reduces consumer surplus. “Because shareholders, on average, 

are wealthier than customers and workers, this dynamic, in principle, should exacerbate inequality. 

Recent empirical work confirms this result,” argues the Kavoussi.71  

Researchers in the field argue that there are severe consequences to this growing market 

power. “As a matter of theory, growing market power can aggravate economic inequalities because 

the shareholders that benefit are richer than the consumers and workers that would lose out. The 

top 1 percent in net worth owns 50 percent of all stocks held by U.S. households, according to 

research by Goldman Sachs Group Inc. analyzing Federal Reserve data.”72 As the rich continue to 

consolidate their fortunes – through the rising value of stocks or other means of wealth 

 
69 Richard Epstein, “The Piketty Fallacy,” Hoover Institution, last updated May 5, 2014, 
https://www.hoover.org/research/piketty-fallacy. 
 
70 Jonathan Baker and Steven Salop, "Antitrust, Competition Policy, and Inequality,” 13. 
 
71 Kavaoussi, “How Market Power Has Increased U.S. Inequality.”  
 
72 Kavaoussi, “How Market Power Has Increased U.S. Inequality.” 
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accumulation – the gap between the rich and the rest of the population will only continue to grow, 

making the aspiration towards equality of opportunity even less obtainable.   

 Much of the literature on economic inequality as a result of firms and business 

consolidation is from a legal perspective. Several authors with a legal background describe the 

impacts that antitrust policies (or lack thereof) have had on inequality in the United States. Yale’s 

Lina Khan and the Consumer Financial Protection Bureau’s Sandeep Vaheesan wrote 

groundbreaking work in this space titled “Market Power and Inequality: The Antitrust 

Counterrevolution and Its Discontents.” In this piece, the authors argue that monopoly and 

oligopoly power is severely understudied when analyzing the causes and implications of 

inequality. One major area of concern in their research is the impact that market consolidation has 

on political power: “They can use their power to push legislators and regulators to lock in their 

existing gains and lobby for policies that further enhance their wealth and power.”73 This highlights 

that not only does an increase in market power have a discernable economic effect, but also a 

political effect that can have enormous implications on a society more broadly.  

 While it is important to analyze the effects that market power has on inequality from a legal 

perspective, I turn back to the work of Zucman, Piketty, and Saez to use data when analyzing the 

effects. It is key to note the historical trends of such income and wealth inequality, and to 

simultaneously look at the patterns in market concentration. It is clear that since inequality has 

increased in the post-1980s era, consolidation of key industries has also grown. With fewer and 

fewer sellers in certain markets, businesses have an unprecedented ability to dominate the industry. 

As a result, economies as a whole have become less competitive, leading to an important question: 

 
73 Lina M. Khan and Sandeep Vaheesan, "Market Power and Inequality: The Antitrust Counterrevolution and Its Discontents," 
Harvard Law & Policy Review 11, no. 1 (April 2016): 236, 
https://poseidon01.ssrn.com/delivery.php?ID=596097013121100017067116007116125066063063059088049089096028118108
10008108800208706403611900512602802303501107200600101306402011403402906901507201810807409112307808806204
3066067123099024074017000083125078125089091122089091018104095064099124122023013094&EXT=pdf.  
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How has increased market power aggravated economic inequality? I tackle this question from a 

public policy perspective. While the literature I point to above analyze the issue of market 

concentration and inequality through a legal lens or a strictly economic lens, I bridge the gap 

between the two by using data to support historical precedent. 
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Theoretical Framework 
 

Throughout my research, I divide economic inequality into two categories: income and 

wealth. I make this distinction because the two, while related, are fundamentally different 

economic measurements and have varying implications on a society. The measurement of income 

includes the sum of an individual’s wages, salaries, interest on savings, dividends, and any 

collected rent.74 Wealth includes the same variables as income, but also includes the value of 

investments (such as homes or stocks).75 The magnitude and sign of the coefficients of each 

independent variable in my study highlights the degree of either income or wealth inequality within 

my countries of interest (explained in more detail in the Empirical Model Specification section). 

Below, I describe the theoretical framework I use throughout my analysis.     

Income Inequality 

I use the following equation to calculate income inequality:   

𝐼𝐼 = 𝑓(𝐻𝐻𝐼, 𝐸, 𝐶𝐷) 
Equation 1 

I measure income inequality (II) by using data on the national income per adult measured in U.S. 

dollars (USD), held constant in 2018. The economic variables that I hold constant in my model are 

represented by E in the equation above. CD denotes the country demographics that I hold constant 

throughout my study.  

Wealth Inequality  

I use the following equation to measure wealth inequality:  

𝑊𝐼 = 𝑓(𝐻𝐻𝐼, 𝐸, 𝐶𝐷) 
Equation 2 

 
 

74 “Summary Table: World Inequality Database,” World Inequality Database, last updated 2018, https://wid.world/summary-
table.  
 
75 “Income Inequality in the United States,” Institute for Policy Studies, Inequality.org, last updated 2019, 
https://inequality.org/facts/income-inequality/.   
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I measure wealth inequality (denoted WI) by using data on the national wealth per adult measured 

in USD, held constant in 2018. Similar to Equation 1, I hold several economic and country 

demographic variables constant, denoted E and CD, respectively.  In Equations 1 and 2, HHI 

represents the Herfindahl-Hirschman Index.   

HHI provides researchers with an index to measure how concentrated markets are. For the 

purposes of my study, I gather data on HHI from the World Bank, which is measured differentially 

from the Department of Justice’s definition. However, it allows researchers to conduct cross-

country analysis over time. The variable that I use in my study is computed as the “measure of the 

dispersion of trade value across an exporter’s partners.”76 The output is measured as a term from 

0-1: a value that is close to 1 represents a country with trade that is heavily concentrated in very 

few markets. A value that is close to 0 with represent a country with a diversified trade portfolio.77  

 In both models, I control for country economic conditions and labor demographics from 

the World Bank database. All variables are measured in USD and are held constant in 2018. The 

economic variables I control for are: GDP (measured in USD); GDP per hour worked (total hours 

worked of all persons engaged in production, combined with other factors of production used in 

the process, measured in USD); the total value of stocks traded (as a percentage of GDP); average 

net domestic product (the total value of goods and services produced in a country minus the value 

of the fixed capital used in production); listed domestic companies (including foreign companies 

which are exclusively listed but those which have shares listed on an exchange at the end of the 

year); and a binary variable indicating whether or not a country is considered “high income” 

(defined by those with a GNI per capita of $12,376 or more by the World Bank). The country 

 
76World Bank Group and World Integrated Trade Solution, “HH Market Concentration Index,” last updated 2020, 
https://tcdata360.worldbank.org/indicators/hh.mkt?country=BRA&indicator=2370&viz=line_chart&years=1988,2015.   
 
77 World Bank Group and World Integrated Trade Solution, “HH Market Concentration Index.”   
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demographics I control for are: total population, labor force (percentage of the total population); 

female labor force participation (percentage of the total labor force that is female); and life 

expectancy (number of years, at birth).   

Previous studies have analyzed various aspects of my research. The causes and 

implications of wealth and income inequality have been increasingly of interest to economists. 

Similarly, there is a wealth of literature on competition within markets. Many economists have 

studied the relationship between market power and competition, using a variety of tools to assess 

concentration (HHI, markup prices, the four-firm concentration ratio (CR4), and the fifty-firm 

concentration ratio (CR50)). Such research allows economists to determine how competitive a 

certain industry is and make conclusions based on this evidence. My study bridges the gap between 

the panel research listed above. I use time-series data to conduct cross-country analysis on the 

effect that market concentration has on economic inequality.  
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Empirical Model Specification 
 

In order to test the theoretical models mentioned in the previous section, I use two different 

models that regress national income and national wealth on market concentration. First, I use the 

Ordinary Least Squares (OLS) method to run these two regressions, highlighted in Equations 3 

and 4 below:  

 
𝑁𝐴𝑇𝐿𝐼𝑁𝐶𝑈𝑆𝐷

= 	𝛽0 +	𝛽1𝐻𝐻𝐼 + 𝛽2𝑁𝐴𝑇𝐿𝑊𝐿𝑈𝑆𝐷 +	𝛽3𝐺𝐷𝑃 +	𝛽4𝐺𝐷𝑃𝐻𝑅𝑊𝑅𝐾 + 𝛽5𝐻𝐼𝐺𝐻𝐼𝑁𝐶
+	𝛽6𝑆𝑇𝑂𝐶𝐾𝑆𝑇𝑅𝐴𝐷𝐸𝐷 +	𝛽7𝐷𝑂𝑀𝐸𝑆𝑇𝐼𝐶𝐶𝑂𝑀𝑃 +	𝛽8𝑁𝐸𝑇𝐷𝑂𝑀𝑃𝑅𝑂𝐷
+	𝛽9𝑇𝑂𝑇𝐴𝐿𝑃𝑂𝑃 +	𝛽10𝐿𝐵𝑅𝐴𝐿𝐿 +	𝛽11𝐿𝐵𝑅𝐹𝐸𝑀 + 𝛽12𝐿𝐼𝐹𝐸𝐸𝑋𝑃 + 	𝑒	 

Equation 3 

 
𝑁𝐴𝑇𝐿𝑊𝐿𝑈𝑆𝐷 = 	𝛽0 +	𝛽1𝐻𝐻𝐼 + 𝛽2𝑁𝐴𝑇𝐿𝐼𝑁𝐶𝑈𝑆𝐷 +	𝛽3𝐺𝐷𝑃 +	𝛽4𝐺𝐷𝑃𝐻𝑅𝑊𝑅𝐾 + 𝛽5𝐻𝐼𝐺𝐻𝐼𝑁𝐶

+	𝛽6𝑆𝑇𝑂𝐶𝐾𝑆𝑇𝑅𝐴𝐷𝐸𝐷 +	𝛽7𝐷𝑂𝑀𝐸𝑆𝑇𝐼𝐶𝐶𝑂𝑀𝑃 +	𝛽8𝑁𝐸𝑇𝐷𝑂𝑀𝑃𝑅𝑂𝐷
+	𝛽9𝑇𝑂𝑇𝐴𝐿𝑃𝑂𝑃 +	𝛽10𝐿𝐵𝑅𝐴𝐿𝐿 +	𝛽11𝐿𝐵𝑅𝐹𝐸𝑀 + 𝛽12𝐿𝐼𝐹𝐸𝐸𝑋𝑃 + 	𝑒	 

Equation 4 

 
In order to address any omitted variable bias issues that may arise from my OLS regression, 

I control for the following economic variables:  

Table 1: Economic Control Variables 
Variable Description 𝜷 
GDP GDP per capita (current US dollars) 𝜷𝟑 

GDPHRWRK GDP per hour worked is a measure of labor productivity 𝜷𝟒 

HIGHINC GNI per capita of $12,376 or more 𝜷𝟓 

STOCKSTRADED Stocks traded, total value (% of GDP); The value of shares traded 
is the total number of shares traded, both domestic and foreign, 
multiplied by their respective matching prices. 

𝜷𝟔 

DOMESTICCOMP Listed domestic companies, including foreign companies which 
are exclusively listed, are those that have shares listed on an 
exchange at the end of the year. 

𝜷𝟕 

NETDOMPROD Average net domestic product within a given percentile group. 𝜷𝟖 
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Similarly, I control for the following country demographics:  

Table 2: Demographic Control Variables 
Variable Description 𝜷 

TOTALPOP Total population of adults over age 20 𝜷𝟗 

LBRALL Labor force, total 𝜷𝟏𝟎 

LBRFEM Percentage of labor force, female 𝜷𝟏𝟏 

LIFEEXP Life expectancy at birth, total (years) 𝜷𝟏𝟐 

  

The second methodology I use to analyze income and wealth inequality is the Fixed Effects (FE) 

regression model, highlighted in Equations 5 and 6 respectively: 

 
𝑁𝐴𝑇𝐿𝐼𝑁𝐶𝑈𝑆𝐷

= 	𝛽0 +	𝛽1𝐻𝐻𝐼 + 𝛽2𝑁𝐴𝑇𝐿𝑊𝐿𝑈𝑆𝐷 +	𝛽3𝐺𝐷𝑃 +	𝛽4𝐺𝐷𝑃𝐻𝑅𝑊𝑅𝐾 + 𝛽5𝐻𝐼𝐺𝐻𝐼𝑁𝐶
+	𝛽6𝑆𝑇𝑂𝐶𝐾𝑆𝑇𝑅𝐴𝐷𝐸𝐷 +	𝛽7𝐷𝑂𝑀𝐸𝑆𝑇𝐼𝐶𝐶𝑂𝑀𝑃 +	𝛽8𝑁𝐸𝑇𝐷𝑂𝑀𝑃𝑅𝑂𝐷
+	𝛽9𝑇𝑂𝑇𝐴𝐿𝑃𝑂𝑃 +	𝛽10𝐿𝐵𝑅𝐴𝐿𝐿 +	𝛽11𝐿𝐵𝑅𝐹𝐸𝑀
+ 𝛽12𝐿𝐼𝐹𝐸𝐸𝑋𝑃 + 	𝛽13𝑇𝐼𝑀𝐸𝐹𝐼𝑋𝐸𝐷𝐸𝐹𝐹𝐸𝐶𝑇𝑆 +	𝛽14𝐸𝑁𝑇𝐼𝑇𝑌𝐹𝐼𝑋𝐸𝐷	𝐸𝐹𝐹𝐸𝐶𝑇𝑆 + 	𝑒 

Equation 5 

 
𝑁𝐴𝑇𝐿𝑊𝐿𝑈𝑆𝐷 = 	𝛽0 +	𝛽1𝐻𝐻𝐼 + 𝛽2𝑁𝐴𝑇𝐿𝐼𝑁𝐶𝑈𝑆𝐷 +	𝛽3𝐺𝐷𝑃 +	𝛽4𝐺𝐷𝑃𝐻𝑅𝑊𝑅𝐾 + 𝛽5𝐻𝐼𝐺𝐻𝐼𝑁𝐶

+	𝛽6𝑆𝑇𝑂𝐶𝐾𝑆𝑇𝑅𝐴𝐷𝐸𝐷 +	𝛽7𝐷𝑂𝑀𝐸𝑆𝑇𝐼𝐶𝐶𝑂𝑀𝑃 +	𝛽8𝑁𝐸𝑇𝐷𝑂𝑀𝑃𝑅𝑂𝐷
+	𝛽9𝑇𝑂𝑇𝐴𝐿𝑃𝑂𝑃 +	𝛽10𝐿𝐵𝑅𝐴𝐿𝐿 +	𝛽11𝐿𝐵𝑅𝐹𝐸𝑀 + 𝛽12𝐿𝐼𝐹𝐸𝐸𝑋𝑃
+ 𝛽13𝑇𝐼𝑀𝐸𝐹𝐼𝑋𝐸𝐷𝐸𝐹𝐹𝐸𝐶𝑇𝑆 +	𝛽14𝐸𝑁𝑇𝐼𝑇𝑌𝐹𝐼𝑋𝐸𝐷	𝐸𝐹𝐹𝐸𝐶𝑇𝑆 + 	𝑒 

Equation 6 

 
 The time Fixed Effects methodology allows me to control for those variables that vary over 

time, but are fixed across countries (for instance, percentage of the population that is in the labor 

force). Similarly, the entity Fixed Effects approach allows me to control for those variables that 

vary across time, but are fixed within countries (for example, whether or not a country is 

landlocked or part of the European continent).  
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 Prior to conducting my regression analysis, I had predetermined expectations on how each 

independent variable would associate with my dependent variables, income and wealth inequality. 

My key assumption for both models was that my independent variable HHI would have an inverse 

relationship with both national income and national wealth per adult. I believed that the magnitude 

of the coefficients would be strong, indicating that HHI has a discernable impact on a nation’s 

overall income and wealth per resident. I also assumed that GDP, GDPHRWRK, HIGHINC, 

DOMESTICCOMP and NETDOMPROD would have a positive relationship with both income and 

wealth per resident. In other words, an increase in GDP, the GDP per hour worked, whether or not 

a country was considered high income, an increase in the number of domestic companies within a 

country and an increase in the net domestic product for the entire population would lead to an 

increase in the average income and wealth per resident of a country. This would signify that an 

increase in these economic variables are, in fact, contributing to a more economically just society. 

The one economic variable that I believed would have an inverse relationship with income and 

wealth inequality – similar to the HHI variable – was STOCKSTRADED. I believed that an 

increase in the number of stocks traded as a percentage of GDP would lead to a decrease in the 

average income and wealth per resident of that country. The relationship between these economic 

variables (notably the sign of the coefficient and its magnitude) adds to my hypothesis that an 

increase in market power vis a vis market concentration contributes to income and wealth 

inequality in these countries.  

 Prior to my regression analysis, I also believed that the demographic control variables used 

– TOTALPOP, LBRALL, LBRFEM, and LIFEEXP – would have an interesting association with 

income and wealth inequality. Specifically, I thought that all of these variables would have a 

positive relationship with both average per adult national income and average per adult national 
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wealth. In other words, an increase in the total population, the proportion of the population that 

contributes to the work force, the percentage of the labor force that are females, and total life 

expectancy would lead to a more economically equitable society.   
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Data and Descriptive Statistics 
 

To test my hypothesis, I use open source data made available through two primary sources: 

the World Inequality Database (WID) and the World Bank. I collect data on 32 OECD countries, 

namely: Australia (AUS), Austria (AUT), Belgium (BEL), Canada (CAN), Chile (CHL), Czech 

Republic (CZE), Denmark (DNK), Estonia (EST), Finland (FIN), France (FRA), Germany (DEU), 

Greece (CRG), Hungary (HUN), Ireland (IRL), Israel (ISR), Italy (ITA), Japan (JPN), South Korea 

(KOR), Latvia (LVA), Lithuania (LTU), Luxembourg (LUX), Mexico (MEX), Netherlands 

(NLD), Norway (NOR), Poland (POL), Portugal (PRT), Slovenia (SVN), Spain (ESP), Sweden 

(SWE), Turkey (TUR), United States (USA), and the United Kingdom (GBR). My analysis spans 

over a 27-year period, beginning in 1989 and ending in 2015.   

Dependent Variables  

I measure my first dependent variable of interest, income inequality, using public data 

made available through the WID database. Specifically, I use the data on average national income 

per adult in a given country within a specified percentile group. In this case, I am interested in the 

entire population of adults over the age of 20-years-old.  These data enable me to analyze the total 

income that is available to all residents.78 The base unit is individuals, rather than couples or 

households.79 The technical description is highlighted in Equation 7 below: 

𝑛𝑎𝑡𝑖𝑜𝑛𝑎𝑙	𝑖𝑛𝑐𝑜𝑚𝑒 = [𝑛𝑒𝑡	𝑑𝑜𝑚𝑒𝑠𝑡𝑖𝑐	𝑝𝑟𝑜𝑑𝑢𝑐𝑡] + [𝑛𝑒𝑡	𝑓𝑜𝑟𝑒𝑖𝑔𝑛	𝑖𝑛𝑐𝑜𝑚𝑒] 
Equation 7 

 
 There are several key benefits to analyzing income inequality through national income per 

adult. First, it is the only income concept that has an internationally agreed upon definition. 

Established by the United Nations System of National Accounts in 2008 (2008 SNA), this 

 
78 World Inequality Database, “Summary Table: World Inequality Database.” 
 
79 World Inequality Database, “Summary Table: World Inequality Database.” 
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definition allows researchers and economists to create cross-country analyses at a macroeconomic 

level.80 Similarly, it enables me to analyze the magnitude and degree to which my independent 

variables have an impact on the total income made available to the average adult in a given country.  

I measure my second dependent variable, wealth inequality, also using public data 

available through the WID database. The base unit for this variable is an individual (rather than a 

couple or household) over the age of 20-years-old in a given country. Net personal wealth is 

defined as the total value of non-financial and financial assets. These assets include housing, land, 

deposits, bonds, and equities of corporations held by individual households81 minus their debts 

(see Equation 8).   

𝑛𝑒𝑡	𝑝𝑒𝑟𝑠𝑜𝑛𝑎𝑙	𝑤𝑒𝑎𝑙𝑡ℎ
= [𝑝𝑟𝑖𝑣𝑎𝑡𝑒	𝑛𝑜𝑛 − 𝑓𝑖𝑛𝑎𝑛𝑐𝑖𝑎𝑙	𝑎𝑠𝑠𝑒𝑡𝑠] + [𝑝𝑟𝑖𝑣𝑎𝑡𝑒	𝑓𝑖𝑛𝑎𝑛𝑐𝑖𝑎𝑙	𝑎𝑠𝑠𝑒𝑡𝑠]
− [𝑝𝑟𝑖𝑣𝑎𝑡𝑒	𝑑𝑒𝑏𝑡] 

Equation 8 
Independent Variable of Interest  

The primary purpose of this study is to analyze the ways in which market concentration 

affects economic inequality. I define how concentrated a market is by using the Herfindahl-

Hirschman Index (HHI). Traditionally, the HHI is calculated by squaring the market share of each 

firm competing in a particular market, and sum the results, denoted in Equation 9 below:  

𝐻𝐻𝐼 = 	 𝑠!" +	𝑠"" +	𝑠#" +⋯+	𝑠$",  
where s = market share percentage of firm n 

Equation 9 

 
80 UN Department of Economic and Social Affairs, Statistics Division, “The System of National Accounts (SNA),” last updated 
2020, https://unstats.un.org/unsd/nationalaccount/sna.asp.  
 
81 World Inequality Database, “Summary Table: World Inequality Database.” 
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Using the above equation, all industries that have an HHI score of 2,500 points or higher are 

considered highly concentrated.82 Those that have an HHI score between 1,500 and 2,500 are 

classified as moderately concentrated, and HHI values below 1,500 are considered mild or not 

concentrated. 

In order to conduct a time series cross-country analysis, I use macroeconomic data on a 

country’s HHI score published by the World Bank. In conjunction with the World Integrated 

Trade Solution (WITS), the World Bank created a tool to measure bilateral trade between 

countries based on “various product classifications, product details, years, and trade flows.”83 By 

this standard, an economy that is considered highly concentrated will have very few markets that 

trade (either import or export). Conversely, an economy that is considered competitive will have 

a perfectly diversified trade portfolio. This classification is based on an index between 0 and 1. A 

country that has high concentration in designated trade markets – and, thus, little competition – 

will have a value close to 1. On the contrary, a country that is fairly competitive and has less 

market concentration will have a value closer to 0 (see Equation 10).84 

∑ (%	'(
%	'

$
()! )^2 −	 !

$	'
  

Equation 10 
Descriptive Statistics 

Table 3 outlines each variable used in both models, including an intuitive description and 

a technical description on how each is calculated:  

 

 

 
82 United States Department of Justice, “Herfindahl-Hirschman Index,” last updated 2020, https://www.justice.gov/atr/herfindahl-
hirschman-index.    
 
83 World Bank Group and World Integrated Trade Solution, “HH Market Concentration Index.” 
 
84World Bank Group and World Integrated Trade Solution, “HH Market Concentration Index.” 
 



32  

Table 3: Simple and Technical Description of Variables  

Variable Simple Description Technical 
Description 

NATLINCUSD 

Average national income for all adults (20-years-
old and above) in a given country. It aims to 
measure the available income provided to all 
residents. Measured in constant 2018 USD.85 

GDP - Fixed 
Capital + Net 

Foreign Income 

NATLWLUSD 
Average market-value national wealth for all adults 
(20-years-old and above) in a given country. 
Measured in constant 2018 USD.86   

Value of Assets -  
Debts 

HHI Herfindahl-Hirschman Index ∑ (%	'(
%	'

$
()! )^2 −	 !

$	'
  

GDP 

GDP per capita; the sum of gross value added by 
all resident producers in the economy plus any 
product taxes and minus any subsidies not included 
in the value of the products.87  

GDP/midyear 
population 

GDPHRWRK 
GDP per hour worked; Measures how efficiently 
labor input combined with other factors of 
production and used in the production process.88  

 

HIGHINC 

Measured in GNI per capita; Calculated using the 
World Bank Atlas Method; low-income economies 
($1,025 or less per capita); lower middle-income 
economies (GNI per capita between $1,026 and 
$3,995); upper middle-income economies (GNI per 
capital between $3,996 and $12,375); high-income 
economies (GNI per capita of $12,376 or more)89 

 

STOCKSTRADED Stocks traded, total value (% of GDP)90 

Total Number of 
Shares Traded * 

Respective 
Matching Prices 

DOMESTICCOMP Listed domestic companies, including foreign 
companies that are exclusively listed, that have  

 
85 World Inequality Database, “Summary Table: World Inequality Database.” 
 
86 World Inequality Database, “Summary Table: World Inequality Database.” 
 
87 World Bank Group and World Integrated Trade Solution, “HH Market Concentration Index.” 
 
88 World Bank Group and World Integrated Trade Solution, “HH Market Concentration Index.” 
 
89 World Bank Group, “World Bank Country and Lending Groups,” last updated 2020, 
https://datahelpdesk.worldbank.org/knowledgebase/articles/906519-world-bank-country-and-lending-groups. 
 
90 World Bank Group and World Integrated Trade Solution, “HH Market Concentration Index.” 
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Variable Simple Description Technical 
Description 

shares listed on the exchange at the end of the 
year.91  

NETDOMPROD Average net domestic product within the entire 
population of a country92 

Total Value of 
Goods and 

Services Produced 
– Fixed Capital 

Used in Production 

TOTALPOP Total population of adults over the age of 20-years-
old93   

LBRALL Total labor force94  

LBRFEM Total labor force, female (% of total labor force)95  

LIFEEXP Life expectancy at birth, total (years)96  

 

 The following figure (Table 4) provides a descriptive statistics list for all the variables in 

both models:   

 

 

 

 

 

 

 
91 World Bank Group and World Integrated Trade Solution, “HH Market Concentration Index.” 
 
92 World Bank Group and World Integrated Trade Solution, “HH Market Concentration Index.” 
 
93 World Bank Group and World Integrated Trade Solution, “HH Market Concentration Index.” 
 
94 World Bank Group and World Integrated Trade Solution, “HH Market Concentration Index.” 
 
95 World Bank Group and World Integrated Trade Solution, “HH Market Concentration Index.” 
 
96 World Bank Group and World Integrated Trade Solution, “HH Market Concentration Index.” 
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Table 4: Descriptive Statistics – All Variables 

Variable Number of 
Observations Mean Minimum 

Value 
Maximum 
Value 

Standard 
Deviation 

NATLINCUSD 864 29,084.51 5,746.17 90,369.49 12,880.73 

NATLWLUSD 408 102,140.90 82.22 422,259.60 84,608.44 

HHI 768 0.13 0.03 0.71 7.79 

GDP 838 26,699.41 2,021.86 118,823.60 19230.45 

GDPHRWRK 812 88.65 31.82 126.27 14.68 

HIGHINC 864 0.94 0.00 1.00 0.24 

STOCKSTRADED 711 38.83 0.00 321.12 47.61 

DOMESTICCOMP 747 809.48 3.00 8,089 1,316.42 

NETDOMPROD 864 29,815.06 5,683.83 98,514.48 13,964.26 

TOTALPOP 864 2.63 * 𝑒* 285,370.00 2.37 *𝑒+ 4.00*𝑒* 

LBRALL 832 1.74 * 𝑒* 160,004.00 1.61 * 𝑒+ 2.79 * 𝑒* 

LBRFEM 832 43.39 26.05 50.63 4.68 

LIFEEXP 864 77.06 63.76 83.79 3.62 
 

As I am conducting a cross-country analysis, I run descriptive statistics for national income, 

national wealth, and HHI per country (see Tables 5, 6 and 7 below).  
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Table 5: National Income Statistics – All Countries 

Country Number of 
Observations Currency Mean Minimum 

Value 
Maximum 
Value 

Standard 
Deviation 

National 
Income 

*Note: this is the summary statistics for the dependent variable, National Income, 
for the full population in the respective countries  

AUS 27 USD (2018) 33,029.47 25,184.32 40,292.91 5,221.14 

AUT 27 USD (2018) 36,240.29 29,192.77 41,964.43 4,099.67 

BEL 27 USD (2018) 34,583.05 28,703.08 38,491.87 3,175.15 

CAN 27 USD (2018) 34,205.65 27,460.22 39,437.55 4,333.71 

CHL 27 USD (2018) 14,535.81 8,288.81 21,339.56 3,792.54 

CZE 27 USD (2018) 19,723.39 15,433.13 24,712.71 2,976.18 

DEU 27 USD (2018) 35,632.27 31,143.27 41,648.72 3,404.00 

DNK 27 USD (2018) 37,027.86 29,263.78 43,677.30 4,717.00 

ESP 27 USD (2018) 27,595.58 21,518.45 31,690.96 3,293.96 

EST 27 USD (2018) 17,598.76 10,642.90 25,133.60 5,017.19 

FIN 27 USD (2018) 31,341.23 21,668.57 39,054.85 5,676.06 

FRA 27 USD (2018) 32,864.13 27,806.81 36,453.14 2,991.82 

GBR 27 USD (2018) 32,615.00 25,281.02 37,751.51 4,537.13 

GRC 27 USD (2018) 25,692.94 21,357.37 32,281.52 3,634.47 

HUN 27 USD (2018) 17,811.43 13,334.39 22,427.18 3,067.48 

IRL 27 USD (2018) 30,956.91 17,300.36 40,661.43 7,544.18 

ISR 27 USD (2018) 25,582.75 18,392.45 32,698.57 3,877.69 

ITA 27 USD (2018) 32,326.45 28,726.47 35,880.52 2,287.55 

JPN 27 USD (2018) 30,276.30 26,058.44 34,798.13 2,304.26 

KOR 27 USD (2018) 20,932.65 10,516.05 30,844.13 6,340.31 

LTU 27 USD (2018) 15,433.42 7,672.98 24,434.83 5,392.84 

LUX 27 USD (2018) 68,062.13 55,275.72 90,369.49 9,967.24 

LVA 27 USD (2018) 12,844.39 5,746.17 19,509.27 4,394.40 

MEX 27 USD (2018) 15,029.36 11,916.93 16,847.26 1,433.30 
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Country Number of 
Observations Currency Mean Minimum 

Value 
Maximum 
Value 

Standard 
Deviation 

NLD 27 USD (2018) 39,232.60 31,612.15 45,141.88 4,789.36 

NOR 27 USD (2018) 54,298.23 37,647.08 63,657.76 8,840.22 

POL 27 USD (2018) 15,106.51 8,925.99 22,744.61 4,349.95 

PRT 27 USD (2018) 24,864.87 19,191.49 27,781.16 2,719.85 

SVN 27 USD (2018) 21,394.68 14,729.07 27,859.20 3,951.21 

SWE 27 USD (2018) 35,487.96 25,069.71 46,049.75 6,577.91 

TUR 27 USD (2018) 14,415.61 10,075.24 21,561.99 3,318.26 

USA 27 USD (2018) 43,962.53 35,333.90 51,294.30 5,283.45 
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Table 6: National Wealth Statistics – All Countries 

Country Number of 
Observations Currency Mean Minimum 

Value 
Maximum 
Value 

Standard 
Deviation 

National 
Wealth 

*Note: this is the summary statistics for the dependent variable, share of wealth, 
for the full population in the respective countries 

AUS 27 USD (2018) 156,916.60 68,700.50 261,298.00 61,468.02 

CAN 27 USD (2018) 107,981.20 40,163.76 177,823.50 42,165.77 

CZE 22 USD (2018) 4,406.50 2,585.33 6,236.21 1,005.16 

DEU 27 USD (2018) 114,859.70 66,265.60 155,906.30 20,170.07 

DNK 19 USD (2018) 25,814.60 14,534.97 39,149.57 8,831.37 

ESP 26 USD (2018) 131,393.70 54,636.78 188,240.40 36,695.56 

FIN 4 USD (2018) 123,767.40 116,731.80 130,622.90 5,676.69 

FRA 27 USD (2018) 128,335.40 54,736.27 188,539.10 35,291.30 

GBR 27 USD (2018) 269,292.20 62,241.27 422,259.60 80,614.70 

GRC 25 USD (2018) 93,304.37 39,031.82 143,528.20 29,246.94 

ITA 27 USD (2018) 132,774.70 51,384.61 182,480.10 26,778.57 

KOR 18 USD (2018) 148.36 82.22 207.85 41.38 

MEX 6 USD (2018) 4,412.54 3,471.30 226,703.80 26,289.95 

NOR 27 USD (2018) 34,799.39 17,066.54 65,019.03 14,707.27 

SWE 27 USD (2018) 20,480.78 9,432.65 54,721.57 10,867.73 

USA 27 USD (2018) 204,133.00 77,526.62 276.452.00 46,350.71 
 

One important limitation that I face in this study is the availability of wealth statistics for 

all 32 countries. Austria, Belgium, Chile, Estonia, Hungary, Israel, Ireland, Latvia, Lithuania, 

Luxembourg, Poland, Portugal, Slovakia, Slovenia and Turkey have no data on average national 

wealth per adult. Other countries have less than the 27-year-span that I analyze with income data, 

including Czech Republic (22 years), Denmark (19 years), Spain (26 years), Finland (4 years), 

Greece (25 years), South Korea (18 years), Mexico (6 years), and Netherlands (18 years). This is 

a result of the difficulty in measuring average wealth per individual in certain countries.   
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Table 7: Herfindahl-Hirschman Index Summary Statistics 

Country Number of 
Observations Mean Minimum 

Value 
Maximum 
Value 

Standard 
Deviation 

AUS 27 0.13 0.07 0.27 0.06 

AUT 22 0.12 0.10 0.19 0.12 

BEL 17 0.08 0.07 0.08 0.01 

CAN 27 0.57 0.23 0.69 0.12 

CHL 26 0.09 0.07 0.17 0.03 

CZE 23 0.15 0.11 0.31 0.05 

DEU 27 0.05 0.04 0.09 0.02 

DNK 27 0.10 0.06 0.31 0.07 

ESP 27 0.10 0.05 0.25 0.06 

EST 21 0.08 0.07 0.10 0.12 

FIN 27 0.07 0.04 0.20 0.05 

FRA 22 0.06 0.05 0.08 0.01 

GBR 23 0.06 0.04 0.07 0.01 

GRC 26 0.09 0.04 0.37 0.10 

HUN 24 0.13 0.08 0.34 0.06 

IRL 24 0.11 0.09 0.22 0.03 

ISR 21 0.16 0.12 0.20 0.16 

ITA 22 0.05 0.04 0.08 0.01 

JPN 27 0.10 0.07 0.19 0.03 

KOR 27 0.12 0.08 0.29 0.05 

LTU 22 0.06 0.05 0.09 0.06 

LUX 17 0.10 0.09 0.13 0.01 

LVA 22 0.07 0.05 0.11 0.02 

MEX 26 0.61 0.17 0.71 0.11 

NLD 24 0.11 0.09 0.31 0.05 

NOR 23 0.09 0.08 0.13 0.01 

POL 22 0.12 0.08 0.19 0.04 
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Country Number of 
Observations Mean Minimum 

Value 
Maximum 
Value 

Standard 
Deviation 

PRT 27 0.13 0.08 0.27 0.05 

SVN 22 0.10 0.07 0.16 0.03 

SWE 24 0.05 0.04 0.11 0.02 

TUR 27 0.11 0.03 0.46 0.12 

USA 25 0.07 0.05 0.12 0.02 
 

Table 7 is a snapshot of each country’s overall market concentration using the HHI ratio 

as an indicator. On average, Mexico and Canada have the highest HHI score (0.61 and 0.57, 

respectively). This is an initial indicator that both economies are heavily concentrated. On the 

contrary, Italy and Germany have very low mean HHI scores (0.50 each), signaling less 

concentrated economies. Among all 32 countries, the average HHI score is approximately 0.13, 

with a maximum value of 0.71 and a minimum value of 0.03. The small standard deviation of 0.14 

for all 32 countries’ HHI score indicates that these data are clustered around the true population 

mean. I compare each country’s mean HHI score in Figure 1 below.  
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Figure 1: Average Herfindahl-Hirschman Index Score Per Country 

 
Figure 2: Average Income Per Adult (USD) 
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Figure 3: Average Wealth Per Adult (USD) 

 
 As elucidated in Figures 1, 2 and 3, there is a noticeable trend between the average HHI 

score and the average income per individual and average wealth per individual. For both Canada 

and Mexico (the two countries with the highest average HHI score), income per individual is lower 

as compared to the other countries. Similarly, the average wealth per individual is also lower than 

the average wealth compared to the other countries in which data are available. These noticeable 

trends highlight a clear relationship between a country’s HHI score and economic inequality.   
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Findings and Analysis 
 
 Throughout my research, I use two empirical models to analyze the relationship between 

market concentration and wealth and income inequality. While related, my dependent variables of 

interest tell a very different story about the economic conditions within a society, as highlighted 

by my results below. A hypothesis gaining support in this literature is that increased market power 

has an indisputable effect on inequality. To study this theory further, I use a country’s HHI score 

as a proxy to measure how concentrated a country’s economy is. I then regress national income 

and national wealth separately on HHI, holding key country demographics and economic variables 

constant. This section presents the results of my findings, which support my hypothesis that market 

concentration is in fact associated with economic inequality.  

 Overall, my results are consistent and quite telling for both models. The first research 

question I pose is whether market concentration has a discernable impact on income inequality 

(outlined in Tables 8 and 10). As expected, after regressing national income on HHI, I find that 

the two variables have a very strong, negative association. My model produces a high F-statistic 

of 14,821.48 and an R"value of 0.996. The T-statistic on my coefficient of interest, HHI, is 4.62 

with a p-value of 0.000, which is statistically significant at all conventional levels. These results 

indicate that, while controlling for key country demographics and economic variables, HHI score 

plays a critical role in determining per adult national income. Furthermore, the negative sign on  

𝛽" indicates an inverse relationship between the two variables. As such, there is sufficient evidence 

that there is less income available to the average resident of a country with an increase in the 

consolidation of markets.     

 The second research question I study is whether or not market concentration has an effect 

on wealth inequality (outlined in Tables 9 and 11). My second model produces similarly robust 
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results. The regression indicates a strong, negative relationship between HHI and national wealth 

(highlighted in Tables 7 and 9). The overall F-statistic is 66.72, with an R" value of 0.398. The T-

statistic on my coefficient of interest, HHI, is 4.08, with a p-value of 0.000, which is statistically 

significant at all conventional levels. The negative sign on 𝛽" in this model indicates an inverse 

relationship between the two variables. As a result, there is a strong case that market concentration 

has an impact on the amount of adult national wealth on average available to residents in these 

countries.   

 In order to address any omitted variable bias (OVB) issues, I control for specific country 

demographic and economic variables in both my OLS and Fixed Effects regressions. Specifically, 

I control for: GDP per capita (GDP); GDP per hour worked (GDPHRWRK); GDP growth 

(GDPHRWRK); country income level (HIGHINC); stocks traded (STOCKSTRADED); the 

number of listed domestic companies within a country (DOMESTICCOMP); net domestic product 

(NETDOMPROD); total population (TOTALPOP); total portion of the labor force (LBRALL); 

the proportion of the labor force that are female (LBRFEM); and life expectancy at birth 

(LIFEEXP).  

 To assess whether or not there is economic inequality in these 32 OECD countries, I 

highlight the variables in my regressions that have negative coefficients. This inverse relationship 

elucidates the fact that there may be less income or wealth for an average resident within a given 

country due to the variable of interest.   

As my research focuses specifically on economic inequality, I highlight the variables in 

my regressions that have negative coefficients on either income or wealth. The purpose of this 

paper is to highlight the economic variables that lead to less available income or wealth for an 

average resident within a given country. I base this methodology on the premise that if an economic 
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indicator is associated with the decrease in per adult national income (or per adult national wealth), 

it may be contributing to economic inequality in a country. 

OLS Model 

The first method I use is the OLS model, holding the variables above constant. Significant 

results are outlined in Table 8 and Table 9 below: 

Table 8: OLS – Significant Associations on Per Adult National Income  
Variable Name Description Sign of 𝜷 Significance Level 
HHI Herfindahl–Hirschman Index Negative 0.000*** 
GDP GDP per capita (2018 US dollars) Positive 0.007*** 

GDPHRWRK GDP per hour worked is a measure 
of labor productivity Negative 0.000*** 

HIGHINC GNI per capita of $12,376 or more Negative 0.000*** 

DOMESTICCOMP 

Listed domestic companies, 
including foreign companies 
which are exclusively listed, are 
those which have shares listed on 
an exchange at the end of the year. 

Negative 0.000*** 

NETDOMPROD Average net domestic product 
within a given percentile group. Positive 0.000*** 

TOTALPOP 

 
Total population of adults over age 
20 
 

Positive 0.000*** 

LBRALL Labor force, total Negative 0.000*** 

LIFEEXP Life expectancy at birth, total 
(years); Positive 0.013*** 

*: statistically significant at the 90 percent level 
**: statistically significant at the 95 percent level 
***: statistically significant at the 99 percent level        
  
 Table 8 outlines the results from my first OLS model, highlighting the variables that have 

a significant association on national income per adult and the sign of each variable’s coefficient. 

As hypothesized, controlling for key economic and demographic variables listed above, market 

concentration has a negative association with per adult national income at all conventional levels. 

As a result, I make the case that a 0.01-unit increase in a country’s HHI score is associated with a 
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decrease in per adult national income by $819.80. In other words, as the dispersion of trade value 

across an exporter’s partners becomes more concentrated, there is an associated decrease in 

$819.80 per resident on average, holding other variables in the model constant.  

Along with my independent variable of interest, there are other noteworthy findings from 

the control variables in this OLS model. The economic variables that I hold constant – GDP, GDP 

per hour worked, whether the economy is classified as “high income,” number of domestic 

companies that are listed on an exchange at the end of the year, and the average net domestic 

product within the population – are all statistically significant at the 99% significance level. These 

results are also expected and contribute to the existing literature that economic conditions have a 

strong association with national income per adult resident.    

I also study country labor demographics in this analysis. The total population of adults over 

the age of 20, the percentage of the population that is in the labor force, and the total life expectancy 

are all statistically significant at the 99% significance level. This implies that, like economic 

conditions, the makeup of a country’s population – particularly its labor population – has an 

indisputable effect on economic inequality.  

 

 

 

 

 

 

 



46  

Table 9:OLS – Significant Associations on Per Adult National Wealth  
Variable Name 
 Description Sign of 𝜷 Significance Level 

HHI Herfindahl–Hirschman Index Negative 0.000*** 

GDPHRWRK GDP per hour worked is a 
measure of labor productivity Positive 0.000*** 

STOCKSTRADED 

Stocks traded, total value (% of 
GDP); The value of shares 
traded is the total number of 
shares traded, both domestic 
and foreign, multiplied by their 
respective matching prices. 

Positive 0.001*** 

DOMESTICCOMP 

Listed domestic companies, 
including foreign companies 
that are exclusively listed, are 
those which have shares listed 
on an exchange at the end of the 
year. 

Positive 0.000*** 

TOTALPOP Total population of adults over 
age 20 Positive 0.001*** 

LBRALL Labor force, total Negative 0.000*** 

LIFEEXP Life expectancy at birth, total 
(years) Negative 0.000*** 

*: statistically significant at the 90 percent level 
**: statistically significant at the 95 percent level 
***: statistically significant at the 99 percent level        
 

Table 9 presents important findings between country demographics and economic factors 

and national wealth per adult. Notably, a one-unit increase in my independent variable of interest, 

HHI, is associated with a decrease in average national wealth per individual by $83,839.13, 

holding other variables in the model constant. In other words, as the dispersion of trade value 

across an exporter’s partners becomes more concentrated, there is an associated decrease in 

$83,839.13 per resident wealth on average, holding other variables in the model constant. 

 In this second OLS model, I also control for certain country demographics and economic 

factors. The economic variables in this analysis, GDP per hours worked, stocks traded and the list 

of domestic companies on an exchange per year, are all statistically significant at the 99% level. 
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Similarly, key demographic variables, including total population of a country, total percentage of 

the adult population in the labor force, and life expectancy, are statistically significant at all 

conventional levels.   

My findings presented in Table 8 and Table 9 generally produce unsurprising effects when 

only looking at each variable’s statistical significance. With the only exception of GDP in the 

model on wealth inequality, I expected that most economic and country demographic variables 

would produce statistically significant results. In other words, these variables all have a discernable 

effect on the amount of wealth made available to the average person in each of these 32 OECD 

countries. As these highlighted variables are produce robust statistical significance, it is worth 

exploring their impact further.    
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Table 10: OLS Model – Market Concentration and Income Inequality 
National Income per Adult (USD) 

Variable Description Coefficient SE Confidence 
Interval 

HHI Herfindahl–Hirschman Index -819.804*** 177.518 -1,169.05,  
-470.558 

NATLWLUSD Average market-value national 
wealth  0.000 0.001 -0.001,  

0.001 

GDP GDP per capita (2018 US$) 0.015*** 0.005 0.004,  
0.025 

GDPHRWRK GDP per hour worked is a 
measure of labor productivity -33.275*** 6.690 -46.437,  

-20.113 

HIGHINC GNI per capita of $12,376 or 
more 

-
1,417.587*** 345.719 -2097.747,  

-737.427 

STOCKSTRADED Stocks traded, total value (% of 
GDP) 0.765 0.691 -0.594,  

2.124 

DOMESTICCOMP 

Listed domestic companies are 
those which have shares listed 
on an exchange at the end of the 
year. 

-0.150*** 0.035 -0.220,  
-0.081 

NETDOMPROD Average net domestic product 
within a given percentile group 1.007*** 0.009 0.990,  

1.024 

TOTALPOP Total population of adults over 
age 20 0.000*** 0.000 0.000,  

0.000 

LBRALL Labor force, total -0.000*** 0.000 -0.000, 
 -0.000 

LBRFEM Labor force, female (% of total 
labor force) -6.877 14.555 -35.512,  

21.758 

LIFEEXP Life expectancy at birth, total 
(years) 114.926*** 33.200 49.608,  

180.244 
𝑹𝟐 =0.9964                F (12,322) = 14821.84 
n = 334                       Prob>F = 0.000 

*: statistically significant at the 90 percent level 
**: statistically significant at the 95 percent level 
***: statistically significant at the 99 percent level        
 
 Table 10 and Table 11 highlight the magnitude of the coefficient of each independent 

variable, its standard deviation and confidence interval for national income and national wealth, 

respectively. The table highlights mixed results in my OLS model. The most concerning variables 

in this regression are those economic and demographic variables that produce a negative 𝛽. This 

negative association indicates less income available for the average resident in the countries of 
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interest. These economic variables include: HHI, GDPHRWRK, HIGHINC, and 

DOMESTICCOMP. The demographic variables that produce negative 𝛽𝑠 are: LBRALL and 

LBRFEM. Similar to the HHI interpretation above, a one-unit increase in these variables are 

associated with a decrease in national income per adult, holding other variables in the model 

constant. The economic variables that produce positive coefficients are: GDP, STOCKSTRADED 

and NETDOMPROD. In other words, a one-unit increase in one of these variables is associated 

with an increase in the average income available per resident.  

Based on previous literature by Piketty, Saez, and Zucman,97 some of these results were 

expected. For example, country GDP is a key macroeconomic variable in many studies on 

inequality. In this model, the data for GDP are measured in 2018 constant USD, as the gross 

domestic product divided by midyear population.98 As a result, an increase in a country’s GDP per 

capita by one USD is associated with an increase in per adult national income by approximately 

$0.015. The standard error for this variable is quite small (0.0006), which signifies that this sample 

population is representative of the true population mean. Similar logic applies to the average net 

domestic product (NETDOMPROD), which is measured by the total value of goods and services 

produced in a country minus the value of the fixed capital used in production.99 An increase in net 

domestic production is associated with an increase in income by approximately $1.00.  

 There are, however, results that are fairly unexpected. GDP per hour worked 

(GDPHRWRK) is an indicator of a country’s labor productivity, as it measures how efficiently 

labor input is combined with other factors of production (which is defined as total hours worked 

 
97 Piketty, Seaz, Zucman, 37. 
 
98 World Bank Group and World Integrated Trade Solution, “HH Market Concentration Index.” 
 
99 World Inequality Database, “Summary Table: World Inequality Database.” 
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of all people engaged in that production). The sample drawn indicates that there is a negative 

association between GDP per hour worked and the average national income per adult of 

approximately $33.28 per individual. This is in direct contradiction to my initial prediction that an 

increase in the labor productivity would naturally lead to an increase in individual income. One 

important caveat to note with this variable, though, is the fact that it is by no means a perfect 

indicator for overall labor productivity per worker in a given country. It only represents partial 

productivity, as it does not take into account individual capabilities and other inputs throughout 

the process. Despite this, it is interesting to note that this economic variable is statistically 

significant at all conventional levels and yields a fairly narrow standard error (6.69).  

Another surprising result applies to stocks traded as a percentage of a country’s GDP 

(STOCKSTRADED). The stock market is a widely accepted economic indicator for how well 

companies – and, therefore an economy – are doing. In this model, an increase in the proportion 

of stocks traded in a country is associated with a minimal increase in per adult national income of 

$0.76, holding the other variables in the regression constant. This conclusion goes against the 

narrative that when a country’s stock market is doing well, individuals will see an increase in their 

overall income and wealth. With a p-value of 0.269, we can conclude that the stock market is not 

necessarily as good of an indicator for national income as compared to other economic variables. 

Instead, the variable for the number of domestic companies listed in a country’s exchange 

(DOMESTICCOMP) is a more useful indicator. My results yield that an increase in the number 

of companies listed on the exchange represent a modest decrease in the annual income per adult, 

by approximately $0.15 on average.  

Lastly, I report on the categorization of a country’s income level. Based on the World Bank 

Atlas methodology, a country’s economy is considered “high income” if its GNI per capita is 
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above $12,376 or more.100 In this regression, I create a dummy variable to highlight my sample’s 

income level. For all countries that are considered “high income,” the dummy variable is set equal 

to one. If a country is considered to have anything below high income (low, lower middle, or upper 

middle), the value is set equal to 0. This allows me to analyze the difference in economic conditions 

for those countries that are considered to be wealthier.  

This variable produces both surprising and important results. Holding all other variables in 

the model constant, a country that is considered high income is associated with a $1,417.59 

decrease in average adult income. As such, this may indicate that high income countries have less 

even income distributions among residents. Figure 4 below highlights this possible inequity. 

Conventional assumption predicts that higher income countries have a higher national income 

within the entire population. As Figure 4 elucidates, this is not entirely true. A majority of the 

high-income countries have an average national income per adult at or below $50,000 USD. 

Furthermore, this cluster is roughly equal to those countries that are not classified as “high 

income.” This not only begs the question of how much money is available to each resident, but 

also how this money is distributed.    

 
100 Reg Onglao, “Going Deeper into TCdata360 Data Availability Leaders and Laggers,” World Bank (blog), January 2, 2018, 
http://blogs.worldbank.org/opendata/going-deeper-tcdata360-data-availability-leaders-and-laggers. 
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Figure 4: Average Income Per Country (USD) 

In this model, I also control for country demographics. The independent variables, total 

population over 20-years-old, labor force participation and life expectancy at birth, are all 

statistically significant. Notably, an increase in life expectancy by one year is associated with an 

increase in national income by approximately $114.93, holding the other variables in the model 

constant. In other words, countries with higher life expectancies are more likely to have higher 

national incomes as compared to those with lower life expectancies. While I expected this result, 

it’s worth noting that this trend is still apparent within the time frame in which this sample is 

gathered (1989 to 2015). Another important – yet expected – conclusion is the relationship between 

total population and national income per individual. An increase in the total population by one 

individual, on average, is associated with a very modest increase in national income by 

$0.0000623.  

One surprising result from the country demographic variables that are included in this 

model is the effect that the proportion of females in the labor force has on average national income. 
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Although the results are not statistically significant at any conventional level, it’s worth 

highlighting that there is a negative association between female labor force participation and 

average national income. That is, an increase in the proportion of females in the labor force is 

associated with a $6.88 decrease in average national income per individual, holding other variables 

in the model constant. However, it’s important to highlight that the p-value is 0.637, suggesting 

that further research must be done to analyze the direct impact that this variable has on national 

income.  

Lastly, this model produces a high R" value. Although an R" value cannot determine causal 

relationships in my study, it emphasizes the percent of variation of national income per individual 

as described by the independent variables in my regression. As such, an R" value of 0.9964 

emphasizes the fact that approximately 99.64 percent of the variation in my dependent variable is 

attributable to the economic and demographic variables I’ve included.  

Table 11 highlights the relationship between the same economic variables with overall 

national wealth per adult over the age of 20, as measured in 2018 USD.  
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Table 11: OLS Model – Market Concentration and Wealth Inequality 
National Wealth per Adult (USD) 

Variable Description Coefficient SE Confidence 
Interval 

HHI Herfindahl–
Hirschman Index -83,839.13*** 120527.86 -124225.3,  

-43452.99 

NATLWLUSD Average market-
value national wealth  0.214 7.158 -13.869,  

14.296 

GDP GDP per capita 
(current US$) 0.425 0.627 -0.809,  

1.659 

GDPHRWRK 
GDP per hour 
worked is a measure 
of labor productivity 

2722.854*** 699.553 1346.566, 
4099.143 

HIGHINC GNI per capita of 
$12,376 or more 30286.48 32067.91 -32803.34, 

93376.3 

STOCKSTRADED Stocks traded, total 
value (% of GDP) 285.893*** 87.287 114.166, 

457.620 

DOMESTICCOMP 

Listed domestic 
companies are those 
that have shares 
listed on an exchange 
at the end of the year. 

37.703*** 4.957 27.951,  
47.455 

NETDOMPROD 

Average net 
domestic product 
within a given 
percentile group 

1.209 7.254 -13.061,  
15.480 

TOTALPOP Total population of 
adults over age 20 0.004 0.001 0.002,  

0.007 

LBRALL Labor force, total -0.007 
*** 0.002 -0.010,  

-0.003 

LBRFEM 
Labor force, female 
(% of total labor 
force) 

-275.479 1354.419 -2940.138, 
2389.18 

LIFEEXP Life expectancy at 
birth, total (years) -16291.36*** 4089.106 -24336.19,  

-8246.525 
𝑹𝟐 =0.3979                F (12,321) = 66.73 
n = 334                       Prob>F = 0.000 

*: statistically significant at the 90 percent level 
**: statistically significant at the 95 percent level 
***: statistically significant at the 99 percent level        
 

Similar to my national income analysis above, economic variables yield mostly expected 

results in their association with average wealth per adult. Notably, the association between 

domestic companies listed on an exchange produced similar results as my analysis above. An 
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increase in the listed companies on a country’s exchange is associated with an expected increase 

in average wealth per individual by $37.70, on average. Although this is significantly higher than 

my results for national income, there is a statistically significant increase per individual.  

There are several economic indicators, however, that produce very different results from 

my analysis of national income. GDP, for example, did not generate statistically significant results, 

although it is important to highlight the magnitude of the coefficient. An increase in GDP per 

capita is associated with an increase in national wealth per individual by approximately $0.42 on 

average. The modest increase, and high p-value of nearly 0.50, between GDP and national wealth 

indicates that this may not be the most relevant indicator when measuring a country’s national 

wealth. Another surprising result was the way in which GDP per hour worked changed 

dramatically between national income and national wealth. An increase in the labor productivity 

indicated by this variable is associated with a $2,722.85 increase in per adult national wealth (and 

is statistically significant at all conventional levels). Unlike national income, this indicates that 

overall worker productivity may have a stronger association with wealth in a given country and is 

worthy of exploring further.  

Another important result worth highlighting from Table 11 is the association between the 

number of stocks traded and national wealth. Unlike national income, there is a strong correlation 

between these two economic variables. An increase in one percentage point of the total value of 

shares traded as a percentage of GDP is associated with a $285.89 increase in national wealth per 

individual. This 𝛽 is substantially different than the coefficient on national income. This is likely 

because stocks play a stronger role in wealth creation than income creation. This finding further 

supports the hypothesis that wealth creation is largely a result of a company’s stocks. Therefore, 

the more concentrated certain markets are, the more wealth is created.    



56  

Unlike national income, the country demographic variables produce quite surprising 

results. For example, an increase in life expectancy by one year is associated with a decrease in 

national wealth by $16,291.36 on average. I am skeptical of this result, as it goes against the 

common narrative that more developed countries (i.e. those that have higher life expectancies) 

have more wealth per individual. These results claim the opposite. It is unclear why my regression 

produce these results, and it is worth exploring in more detail in a follow-up study.  

Unlike my model for national income, the R" produced in my wealth model is significantly 

lower but not insignificant. Approximately 40 percent of the variation in national wealth per 

individual is described by the economic and demographic variables included in my model. 

Although this does not determine causality, it’s important to highlight when analyzing the 

dependent variable’s variation.  

Fixed Effects Model 
 

Along with my OLS models, I run a Fixed Effects model for both national income and 

national wealth. As there are many variables that contribute to a country’s overall average national 

income per adult and average wealth per adult, I run a Fixed Effects model to avoid omitted 

variable bias with time invariant characteristics.  

 
Significant results are outlined in Table 12 and Table 13 below: 
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Table 12: FE Model – Significant Associations on Per Adult National Income  

Variable Description Sign of 𝜷 Significance 
Level 

HHI† Herfindahl–Hirschman Index Positive 0.260 

GDPHRWRK GDP per hour worked is a measure of labor 
productivity Negative 0.028** 

NETDOMPROD Average net domestic product within a given 
percentile group. Positive 0.000*** 

TOTALPOP Total population of adults over age 20 Positive 0.083* 
LBRALL Labor force, total Negative 0.108* 
LIFEEXP Life expectancy at birth, total (years) Positive 0.040** 
† Although HHI is not statistically significant at most conventional levels, I still include for interpretation below.  

 
Table 13: FE Model – Significant Associations on Per Adult National Wealth 
Variable Description Sign of 𝜷 Significance 

Level 
HHI† Herfindahl–Hirschman Index Positive 0.630 
STOCKSTRADED Stocks traded, total value (% of GDP) Positive 0.007*** 
DOMESTICCOMP Listed domestic companies are those which 

have shares listed on an exchange at the end 
of the year. 

Positive 0.006*** 

LBRALL Labor force, total Positive 0.075* 
† Although HHI is not statistically significant at most conventional levels, I still include for interpretation below. 

*: statistically significant at the 90 percent level 
**: statistically significant at the 95 percent level 
***: statistically significant at the 99 percent level        
 
Table 12 and Table 13 highlight the statistically significant coefficients for the two Fixed Effects 

models. These models control for unchanging characteristics that may contribute to per adult 

national income and wealth, respectively. Although the Fixed Effects model yield important 

information on the economic and demographic observed characteristics included in the 

regressions, it does not produce the most reliable results in terms of the association between market 

concentration and national income and wealth inequality, as I denote above.  

 The benefit to using a Fixed Effects model is that this methodology controls for invariant 

variables, or those that do not change over time. However, as I include several variables that lack 

variation across time (namely HHI), the applicability of a Fixed Effects model is imperfect. 
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Because HHI is measured in limited terms, an index between 0 and 1 (with a unit increase or 

decrease of 0.01), there is little variation within each country over the designated 26-year time 

frame. Therefore, the applicability of a Fixed Effects model is inadequate. As a result, I rely on 

the OLS models to directly interpret my coefficients.  

Specification Error  
 
 Given my concerns for omitted variables and missing data in my OLS regression models, 

I conduct both link tests and a Ramsey’s RESET regression specification error test to determine 

any functional form errors with my variables. The results from the link tests are highlighted in 

Table 14 below:   

Table 14: Specification Error Test Results 
Variable National Income Per Adult National Wealth Per Adult 

HHI Specification Error***  Specification Error *** 

GDP Specification Error*** Specification Error *** 

GDPHRWRK Specification Error*** No Specification Error 

HIGHINC Specification Error *** Specification Error *** 

STOCKSTRADED No Specification Error  Specification Error *** 

DOMESTICCOMP No Specification Error Specification Error *** 

NETDOMPROD Specification Error *** Specification Error *** 

TOTALPOP Specification Error *** Specification Error *** 

LBRALL Specification Error *** Specification Error *** 

LBRFEM Specification Error *** No Specification Error 

LIFEEXP No Specification Error Specification Error *** 
*: statistically significant at the 90 percent level 
**: statistically significant at the 95 percent level 
***: statistically significant at the 99 percent level        
 
 Nearly all results produce specification errors at the 1% level of significance. Several 

variables have no specification error in the models. In order to check for whether or not my models 
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are missing variables in my analysis, I conduct a Ramsey RESET model test. The results highlight 

that my study likely suffers from omitted variable bias. Similarly, the results of these tests cannot 

accommodate for the presence of heteroscedasticity in my models. In order to adjust for this in all 

regressions, I use the heteroskedastic-robust standard errors. As I do this in each regression, I am 

hopeful that I remediated at least some of the issues identified by these tests. 
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Limitations 
 
 As alluded to in the previous section, there are several important limitations with this study. 

First, as there are many factors that contribute to economic inequality, my study likely has omitted 

variables. This includes both variables that are difficult to measure (such as “under the table” 

wages and wealth assets that are not highlighted in tax returns) and variables that are unobservable 

(such as individual attitude towards working environment). As these variables are much more 

difficult to measure, data are not as readily available to include in my analysis.  

 In order to balance these limitations, a Fixed Effects model would be the most appropriate 

empirical framework to run these regressions. However, in order to run these models appropriately, 

the time frame in which this study would have to be significantly longer. As I’ve included both 

economic and demographic control variables that do not substantially change over time, it would 

be more useful to extend this period of analysis further to add more variation within the existing 

control variables.   
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Conclusion and Policy Implications 
 

The most significant finding in my study is the clear association between market power 

(using concentration as a proxy) and wealth and income inequality. The sign of the coefficient, 

and its statistical significance, on HHI for both OLS models indicate a robust, negative 

relationship. In other words, an increase in market concentration is strongly associated with a 

decrease in average annual income and wealth per resident in the 32 OECD countries I analyze. 

Due to the limitations in my study, I do not imply that there is a causal relationship between market 

concentration and economic inequality. Nonetheless, there is sufficient evidence to conclude that 

market concentration does in fact have a discernable, negative association with economic equality.  

To expand on this concept, I suggest analyzing another factor that contributes to market 

power: corporate profits. Research shows that increased corporate profits can further entrench 

economic inequality, as a decline in competition leads to a decline in the labor share of income.101 

Like market concentration, markup prices serve as a great proxy in analyzing market power in 

particular industries. Although difficult to calculate based on the availability of data, this 

methodology allows researchers to analyze the ways in which firms are exercising – and perhaps 

abusing – their market power. Recent literature suggests that markups are on the rise, indicating 

that firms are increasingly able to set prices above their marginal cost of production (see Appendix 

C).102 “Given the current distribution of business ownership assets in the United States, market 

power can be a powerful mechanism for transferring wealth from the many among the working 

and middle classes to the few belonging to the 1% and 0.10% at the top of the income and wealth 

 
101 Simcha Barkai, “Declining Labor and Capital Shares,” Journal of Finance, forthcoming (November 2019): 1-
5,https://ssrn.com/abstract=3489965.    
 
102 Kavaoussi, “How Market Power Has Increased U.S. Inequality.” 
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distribution,” asserts Lina Khan and Sandeep Vaheesan.103 As a result, the gap between the rich 

continues to grow.  In other words, if the United States economy were viewed as an economic pie 

with 100 slices, the richest 20 percent of Americans would have 90 slices, while the rest of the 

population would be fighting for just ten.104 This trend is worth studying in greater detail, as it 

indicates that corporate profits could be a strong catalyst for economic inequality. Both markup 

prices and market concentration serve as strong proxies for analyzing market power within an 

industry or an economy. 

My research provides a useful tool for policymakers and economists to identify those 

economies that may suffer from an increase in market power in certain industries. As such, I 

recommend the following domestic policies (in a U.S.-context): 

1. Support and promote the Measuring Real Income Growth Act of 2018 (S.3440);   
2. Enforce tighter restrictions on mergers and acquisitions; and 
3. Update antitrust statutes.    

 
Support and Promote the Measuring Real Income Growth Act Of 2018 

 A country’s GDP is perhaps the most commonly used and accepted macroeconomic 

performance indicator. While it serves a very useful purpose in displaying a country’s overall 

growth rate, it does little to highlight where this growth actually occurs within an economy. As a 

result, people tend to look at these types of economic indicators as a symbol that the entire country 

is doing well. However, as empirical evidence has shown, this not always the case. As I highlight 

in my research, the distributional effects of income and wealth growth within an economy are often 

unequal – as smaller portions of the population continue to earn more.   

 
103 Khan and Vaheesan, "Market Power and Inequality: The Antitrust Counterrevolution and Its Discontents,"235. 
 
104 Christopher Ingraham, "The Richest 1 Percent Now Owns More of the Country's Wealth than at Any Time in the past 50 
Years," The Washington Post, December 06, 2017, https://www.washingtonpost.com/news/wonk/wp/2017/12/06/the-richest-1-
percent-now-owns-more-of-the-countrys-wealth-than-at-any-time-in-the-past-50-
years/?noredirect=on&utm_term=.bc8c3bf3765f.  
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Specifically, when conducting research on inequality, it would be useful to have data that 

are tailored to certain income groups. Introduced in 2018 by Senators Chuck Schumer and Martin 

Heinrich, the Measuring Real Income Growth Act of 2018 would require the Bureau of Economic 

Analysis (BEA) to show exactly how economic growth is distributed within the country.105 This 

would provide researchers with the necessary tools to measure how certain portions of the 

population are living. The bill is currently awaiting further consideration by the Senate Committee 

on Commerce, Science and Transportation.106    

Enforce Tighter Restrictions on Mergers and Acquisitions 

In the United States, the process for reviewing mergers and acquisitions is relatively 

private.107 The 1982 Merger Guidelines, published by the U.S. government, made it significantly 

easier for companies to merge without interference from oversight bodies. In the fifth section of 

the merger guide, the DOJ states: “In the overwhelming majority of cases, the Guidelines will 

allow firms to achieve available efficiencies through mergers without interference from the 

Department [of Justice].”108 Unsurprisingly, after this document was published, the number of 

mergers and acquisitions increased.109  

The traditional merger review analyzes the effect that a merger or acquisition will have on 

the overall price of a good or service, as well as the efficiency of a particular market as it stands..110 

 
105 Emily Stewart, “Senate Democrats want the government to say if GDP growth is Helping the Middle Class,” Vox, August 28, 
2018, https://www.vox.com/policy-and-politics/2018/8/28/17790800/gdp-growth-income-inequality-q2-schumer-heinrich. 
 
106 Measuring Real Income Growth Act of 2018, S. 3440, 115th Cong. (2018),” https://www.congress.gov/bill/115th-
congress/senate-bill/3440. 
 
107 Wu, The Curse of Bigness: Antitrust in the New Gilded Age, 130.  
 
108 “1982 Merger Guidelines,” The United States Department of Justice Archives, last updated August 4, 2015, 
https://www.justice.gov/archives/atr/1982-merger-guidelines.  
 
109 Shapiro, “Antitrust in a Time of Populism,” 738. 
 
110 Marc Jarsulic, Ethan Gurwitz and Andrew Schwartz. “Toward a Robust Competition Policy,” 19. 
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These strict terms are considerably outdated in the 21st century and have led to the increased 

consolidation of many industries. “The fact that a merger may be designed to eliminate a future or 

‘potential’ competitor is often ignored as too speculative. Innovation and dynamic effects, being 

harder to measure, do not get due consideration,” argues Wu,,111 who notes that there should be a 

higher bar for giant mergers (with over $6 billion in value)..112 These updated guidelines would be 

especially helpful in the technology sector. The current pattern is that large technology companies 

– like Facebook and Google – have limited competition by buying out smaller companies before 

they become rivals.113 Policymakers need to be thinking about the effect that mergers and 

acquisitions have on future competition, not just the current environment.   

Update Antitrust Statutes  

The bedrock of antitrust policy begins with two pieces of legislation that have governed 

this policy space for over a hundred years: the Sherman Act of 1890 and the Clayton Antitrust Act 

of 1914.114 While it is beyond the scope of my paper to speculate how and to what extent these 

laws should be updated, it is without a doubt that they should be modernized to reflect the changing 

nature of the economy.  

The ways in which our laws are currently outlined are based on the legal precedent set 

decades ago. As such, recent cases have increasingly sided with incumbent firms.115 With the 

shifting economy, it is imperative to update these statutes to match the times. Currently, the U.S. 

 
111 Wu, Tim. The Curse of Bigness: Antitrust in the New Gilded Age, 128. 
 
112 Wu, The Curse of Bigness: Antitrust in the New Gilded Age, 129. 
 
113 Shapiro, “Antitrust in a Time of Populism,” 733-735. 
 
114 Howard Shelanski, “The Case for Rebalancing Antitrust and Regulation,” Michigan Law Review, vol. 109 no. 5 (2011): 686, 
https://repository.law.umich.edu/cgi/viewcontent.cgi?article=1160&context=mlr. 
 
115 Shelanski “The Case for Rebalancing Antirust and Regulation,” 722. 
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DOJ and the FTC will typically review antitrust cases if a firm is accountable for at least 60 percent 

of the market share in an industry based on legal precedent.116 However, the ways in which markets 

are defined are on a case by case basis. As a result, markets are often defined in too broad of a 

scope which enables firms to decrease their overall percentage of market share. The government 

needs to establish clear, universal boundaries so that each case is not subjected to the whim of 

firms defining their own space. This would provide another solution to the increase in market 

power of few, dominant firms today.  

The discussion of economic inequality is vast and inherently divisive. Those on the left 

tend to argue for stricter regulations and strengthening our current antitrust laws. On the contrary, 

more conservative thinkers and policymakers—who adhere to the Chicago Economic School of 

Thought – believe businesses should be left unregulated. As markets are becoming increasingly 

more concentrated, it’s imperative to analyze the potential consequences and the impact that this 

power may have on society. Understanding these costs through data allows us to make sound 

policy recommendations as we seek to reverse trends of inequality.     

 
116 Hovenkamp, Lesli, Shelanski and Sullivan, Antitrust Law, Policy and Procedure: Cases, Materials, and Problems. 



66  

Appendix A: Kuznets Curve 
 

 
 

Figure 5: Kuznets Curve 

 
One dominant theory in development economics is attributed to Simon Kuznets. In his 

theory of development, he argues that all economies undergo multiple phases. In pre-industrialized 

economies (or under-developed capitalist societies), a society faces greater inequality as the wealth 

of profits for development go into fewer hands. This trend, however, is expected to hit a peak, in 

which the trend reverses. As soon as a country hits the state of industrialization, equality is 

expected to even out.  

Recently, some economists have been questioning whether or not the Kuznets Curve will 

reverse yet again (the green arrow on the graph above). As there has been increasing economic 

inequality over the past four to five decades, some economists argue that developed countries, like 

the United States, are likely to see another bell-shaped curve, which would be akin to a second 

industrial revolution.    
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Appendix B: Market Concentration in the United States, as measured by CR50 
 
 

 
Figure 6: Change in Market Concentration by Sector, 1997-2012 
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Appendix C: The Rise of Markups in the United States 
 

 
Figure 7: The Rise of Markups in the United States 

 
 This figure is based on data collected by authors Jan De Loecker, Jan Eeckhout, and Gabriel 

Unger.119 Their findings indicate how markup prices has risen at an exponentially faster rate than 

the rest of the world. This may be due to lenient U.S. policy. 

  

 
119 Kavaoussi, “How Market Power Has Increased U.S. Inequality.” 
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