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1. CAPITAL

Though Piketty’s book was published@apital in the Twenty-First Centuryhe title is often
abridged as Piketty’'sCapital, and a link straightforwardly established with Marx’s
Capital—Piketty as the Marx of the twenty-first century. The ambitiand contents of the
books are, however, quite distinct. Marx’s analysis had two main pe@beady clearly set
out in theCommunist ManifestoFirst, the demonstration that the specific mechanism of
extraction of surplus-labor—the common property of all modes of prastucs class
societies—in capitalism is the appropriation of surplus-value iroranwdity producing
economy based on the private ownership of the means of production. Secamdiateal
character of this phase in the history of human societies is expressed inritomnadictions,
notably the propensity of the economy to enter into episodes of hatsmight become
deeper and deeper). A whole conceptual apparatus was put forward »yoMhese ends,
beginning with the labor theory of value and the definition of chpgavalue taken in a
movement of self-expansion, then moving to the analysis of the tenslesfciechnical
change and income distribution and the fundamental instability inhereatpitalism (as in
the business cycle, an analytical project never truly fulfilpdvarx) and financial instability
in the accumulation of fictitious capital.

The object of Piketty’s investigation is much more limited, nantte®dynamics of wealtla
broader notion than capital), its accumulation, and the unequal distributitinsofvealth
among households—in combination with income inequality. A central elemseribe
identification of a tendency toward the rising concentration odltvein the hands of a



privileged minority of households. There, Piketty sees a politiadler than economic
limitation. (Piketty [2014a] does not hesitate to refer to ‘revohifip. 263.) This tendency
was superseded (even inverted) during the first half of tkeatieth century as an effect of
‘shocks’ (the two world wars and the Great Depression) but is agaerent since the 1970s
or 1980s in what Piketty calls the ‘comeback of capital'.

Since the seminal article of 2003 with Emmanuel Saez (8adzZiketty [2003]), Piketty and
his research collaborators spent years collecting and amglyzcome data and building
estimates of wealth stocks within the United States and, grgduale, other countries. The
empirical findings immediately appeared of utmost interest aleyance to the analysis of
contemporary societies. The reason is that, since the mid-1970ssdahef inequality has
become a crucial feature of the societies of the UnitedsSaaie the United Kingdom, and is
more and more perceived as such. The link with our own research, alsedogn high
income and wealth, is tight. Piketty’s work showed that crucial imédion was embodied in
tax data to assess the income and, indirectly, the wealth of upper classes.

What is really new irCapital in the Twenty-First Centuig the broad historical interpretation
briefly sketched above. When Piketty began to publish his data, wealveaely engaged in
the analysis of ‘neoliberalism’ (a term that Piketty neuses), as the phase in which
capitalism entered in the late 1970s or early 1980s. In the mid-1@90aheffirst time, we
gave a class interpretation of neoliberalism, as a new ‘soial’ whose objective was the
restoration and increase of the income and wealth of upper classleis reading of history,
the word ‘restoration’ is important. Our understanding was that—consideti least the
United States—the income of these classes had been diminishethaftéreat Depression
and World War Il and was, then, restored in neoliberalism. This gsptg the meaning of
the U curves in Piketty’s analysis, symbolically denoting theilprof wealth and inequalities,
‘high-low-high’. Contrary to Piketty, however, we do not interpret th&torical pattern as
the effect of shocks affecting a fundamental mechanism linkindtflweanational income,
rather as the result of successive episodes of class stmitfyldiverging outcomes. Besides
the identification of the U pattern, a new point of convergence is thewcentral role
conferred on ‘managers’, a key point in our reading of histdSee Piketty’s Sectiofrom a
‘Society of Rentiers’ to a ‘Society of Managers’ 276, and the reference to ‘supermanagers’,
p. 315.) Though the class analysis remains implicit in Piketty’'s framewdity?s utopia is

a meritocracy, that is, a society under managerial leadershippcadyl oriented to the left (a
form of ‘capitalist-managerial welfare state’).

Fully acknowledging the importance of the collection of data, waatcconsider Piketty’s
Capital provides a relevant interpretation of the historical dynamiasapitalism. Given the
complex of convergences and divergences, we devoted several siutievariegated facets

of the debate (Duménil and Lévy [2014a], [2014b], and [2014c]). Most of the spaper
published on Piketty’s book stress that the object of the analysi$ isapital’ in the sense of
the resources used by firms in production, but total ‘wealth’. Theodstration of this
obvious property is not the object of the present study. The focugdsohethe specific

1 A recent presentation of this thesis can be four@iménil and Lévy (2011). This aspect of Piketrmlysis

is clearly identified by Beker (2014), who writdEPiketty’s claim is correct, it would be a fornaidle empirical
argument in favour of managerial theories of thefiReferences to the structures of power relatiamsalso be
found in Wade (2014) and Ghosh (2014). Correspaghginboth Beker and Wade point to the growing
importance of wages at the top of income hieraschie



content of thenalyticsof Piketty main theses on the history of capitalism. The @onbis to
demonstrate the empirical failure of Piketty’s analysis andqruiard original interpretations
of the profiles observed.

Section Two briefly discusses Piketty’s first law, an iden@gction Three is devoted to the
dynamics of wealth. Piketty considers the wealth of householdshdaseholds’ and
government’s wealth, that is, national wealth) as a ratio to nafimc@me. The value of this
ratio is explained by the rate of saving divided by the groatih of the economy in Piketty’'s
second law. The basic line of reasoning is intuitive (savings tfee stock of wealth but the
ratio of wealth to national income is also impacted by the grgpwutput in the denominator),
but the model is based on empirical assumptions that are noiesiat&ction Four analyzes
the profile of wealth stocks as compared to national income tafipsession of the U curve
as observed in Europe. (This historical profile is apparent iddteefor European countries,
but not significantly manifest in the United States.) Section Eoresiders the upward trend
of wealth inequality. Piketty explains the concentration of wealt the top of social
hierarchies by the observation that the rate of return on wealtitapital’) is larger than the
growth rate of the economy. Taken at face value, this mechamsmpparently
straightforward, as income on wealth is the source of saving®udeholds holding assets
(setting aside the consumption of these households); larger ratgsrof allow for the faster
growth of the stock of wealth. We contend, however, that this intetipreta not convincing.
Section Six concludes with respects to Piketty’s economics.

2. FIRST LAW: THE AMBIGUOUS CHARACTER OF A FAMILIAR
IDENTITY

Reading Piketty'€Capital, an economist will not be surprised by Piketty’s first lave r .
The first variablegq, is the share of ‘income from capital in national income’; ‘this rate of
return on capital’; an@ is ‘the capital/income ratio’ (p. 52). Using a familiar notatjeith 77
for profits, Y for national income, anld for capital), one will easily recognize the well-known
relationshipl7/Y = ([7/K)x(K/Y). Piketty is perfectly aware that this ‘law’ is an identity.

The important and obvious point here is that such a relationship isfemadidy definitions of
the three variables. Economists familiar with traditionainigavorks such as the production
function or the Marxian falling profit rate will, however, tend dentify the three variables in
relation to production, namely profits, capital used in production, and niaifmueane. As
noted in most commentaries of the book (for example in Stigl@24] or Yanis Varoufakis
[2014]), this is not Piketty’s choice. ‘Capital’ is understood ad teéalth (excluding human
capital); ‘capital income’ is any income flow derived from twenership of wealth; only
‘national income’ (or ‘national product’) is what is usually meant by the phrase.

A last observation is that the way a relationship tikerf is written is not innocent. For

example, Piketty does not write ©~ B, which would be suggestive of a traditional
calculation of a profit rate. As discussed in the followingisas a direction of causation is
implied from r and3 towarda (see Piketty’s Chapter 6).

3. SECOND LAW: THE VALUE OF NATIONAL WEALTH

This section is devoted to the determination of the ratio of natveealth to national income,
that is, Piketty’s ‘second great law’ of capital (actualigalth). The ratiop, is explained by
the relationshig3 = s / g, dividing the rate of saving, s, by the growth rate, gyatibnal



income. We first address the theoretical foundations of thisoe$dip and, then, discuss its
empirical relevance for the United States. An alternative model is fidefiged.

3.1.Getting richer by saving: An asymptotic dynamic

It is first necessary to emphasize that the relation$hifs / g accounts for the features of an
asymptotic equilibrium. Each of the two variables, the stock of wealth armhakithcome, of
which B is the ratio, follows its own historical dynamics: (i) Mai&l income grows at an
exogenously given growth rate, g; and (ii) At each period, savimgigoflal income minus
consumption) are added to the existing wealth stock. It is easpvothat, independently of
the initial value of wealth, these two dynamics result in @egmptotic convergenoaf 3
toward s / g (an equilibrium valuéRiketty’s framework is not formally wrong.

Two properties of this analytical framework must, however, be esg#d whose
importance will later become obvious:

1) In such a model, the wealth stock only grows as a result of savirgypiidperty rules
out any form of ‘price effect’, an increase (diminution) of weahanifesting the
variations of stock market indices or of the price of (urban) land.

2) For given values of s and g, the asymptotic valugisfdetermined, and wealth grows
at the same rate as output. The prevalence of an equilibriumoffluaeans that the
ratio of wealth to output is asymptotically constant and this prppgeohibits any
historical tendency to the rise of this ratio. Correlatively, asg or decline op must
be interpreted as a process of new convergence back toward eguilditer a shock
affecting wealth or output, or resulting from a change in the vatdethe two
exogenous parameters in the model, s or g (which displaces the equilibrium).

The model obviously rests on the assumption that the two exogenous teasasiand g, are
constant or, at least, are subject to very slow variations.

3.2 An empirical failure

It is easy to determine the values of the two series, s dodthe U.S. economy since World
War I, thus empirically testing for the model for a period afrenthan half a century. They
are shown in Figure 1. Their short-term fluctuations are notu issre, only average values
over periods of a few years. It is, therefore, more appropriatengder trend lines. The ratio
s/g can be calculated dividing the figures in the first trend line by those incthhadse

Figure 1 here

A preliminary observation is that the trend line of the rate wingais the object of much
larger variations than the trend line of the growth rate, despkietty’s insistence on the
opposite observation. (Piketty emphasizes the dominant impact of grawwthnow doomed
to mediocre performances within the most advanced countries, thoke @échnological

2 piketty’s model is described in the technical agfpe to the book. He assumes that g and s canskawly, but
‘if the savings rate and the growth rate both $iebiat some given level (...), then the wealtlgime ratiof,
must necessarily convergefias/g” (Piketty [2014b, 28]).



frontier’, p. 94). Growth rates diminished slightly at the end of thmgpdas noted by Piketty)
but, overall, the figure shows that the rate of saving decreased mureh A preliminary
observation is, therefore, that the general trend of s/g is downvwarchat upward, in
particular within neoliberalism.

The ratio of the two trend lines in Figure 1 is shown in Figurei@tly with the estimates of
the ratio, which s/g is supposed to explain. There was no point in expectingcta s
coincidence as the manifestation of the law is subject to shocki,amutears that and s/qg,
actually, have nothing in common. The main reason is that the assoraptionstant values
of s and g is not confirmed by empirical observation or, more rigorothsdt parameters s
and g vary more rapidly than the varialfiethus invalidating the modal.

3.3.The central role of production capital in the inpeetation of historical
trends

This section suggests an alternative interpretation. In the ‘exalpmiodel’ introduced below,
the production capitalof firms plays a crucial role, a variable that remainsrato Piketty’s
analysis.

Figure 2 here

Estimating the wealth of institutional sectors is rendered cdiffiby the existence of
reciprocal financial relationships. For example, households may vboin@m financial
institutions, but the same households or others may also be the @ittegse institutions as
shareholders; the government debt is also an asset of finarstialtions and households; etc.
A process of ‘consolidation’ is required. The national wealth (eealth of final owners,
households and the government), is equal to the sum of all wealth compthvatrde not
disappear after consolidation, namely: (i) real (or nonfinanciafiitivethat is, land, housing,
the real wealth of the government, and firms’ production capital; and (ii) treessets held on
the rest of the world. This is equivalent to saying that, onceetaddhe complex network of
reciprocal financial relationships, it appears that financiatitutions and financial
mechanisms play a role of intermediary.

In such a calculation, the stocks representing the ownership of cavpsrate valued at their
price on the stock market (their market price), instead of thee @ms derived from the
accounts of corporations (their book value). The ratio of the forméettatter is known as
Tobin g. The difference between the two estimates necessasilyrlii the process of
consolidation, though not to the point of blurring the final correspondeneedetthe
resulting estimates and observed data. (The outcome may be tdigtien bubbles or
financial crises are observed.) A final note is that we usehing@se ‘production capital’ to
refer to the fixed capital of firms, to which the value of inveewrand intangible assets
(patents, trademarks, and the like) is added, and which we estimatgiven percentage of
fixed capital.

The second property is a specific empirical feature of the dddoeny. In this country, after
the consolidation of financial relationships has been performed andaline of production

% Boyer (2014) raises the issue of the duratiorefdonvergence process.



capital set aside, the value (as number of years of national @adrother assets amounts to
an approximately constant figure. This observation, avoiding the sepamasideration of
each other component, greatly simplifies the investigation: Omlgséimate of firms’ fixed
capital is required to derive an approximate valug.bThe third variable in Figure 2 is the
outcome of such a calculation:

1) Obviously, a strict reconstruction of the series could not be expe€tee figure
shows, however, that this empirical model matches the profile dthwiaahe United
States since the Civil War much more closely than Piketgti® s/g. One will, in
particular, notice the capability of the model to account for ge of at the end of
the nineteenth century as well as the quite significant declitveebe World War |
and the 1950s.

2) Two main types of approximations are involved in the interpretatidheobbserved
deviations: (i) the neglect of the varying values of g; andh@)assumption that the
total of the other components of wealth was constant. A temporanyficagt
deviation is observed at the end of the period, probably the outcome of sidakt m
and housing bubbles. Piketty discusses the possible effects of such devetopm
(p. 103), acknowledging their potential amplitude, but asserts thatdthenpt upset
the fundamental relationships.

The conclusion of this undertaking is straightforward. Without gingain the analysis of the
accumulation process of each separate component of wealth, one shibkatvihe ratio of
fixed capital to national income (that is, the national product) prowadesry satisfactory
estimate of the secular fluctuations of the ratio of the wedlllouseholds to national income,
for which Piketty wants to account by the relationghp s/ g. The ratio of fixed capital to
national income is the inverse of the apparent productivity of ¢apitee of the basic
parameters (with labor productivity) that define the technigyeaduction. Thus, the profile
observed hacks back to historical changes in technology and organizdtihich much
could be said (know-how, institutions, management, labor costs and skillabéadsources,
etc.). Such processes are, however, in no sense the expressiomyidhecs of historical
macroeconomics such as those considered by Piketty (and which poadiegly, do not
measure up to empirical test).

4. THE BIG ‘U’ IN EUROPE

The historical pattern of the big U put forward by Piketty tooaot for the sequence of
declining, low, and rising values @f is not clearly evident in the United States, or only in a
quite limited fashion. The present section discusses the first (decline) andisieygliases in
Europe: in France and, more specifically, the United Kingdom.

* Reference is frequently made to the Cambridgercvetsy on the measurement of capital in the ass&ssof
Piketty data (Taylor [2014], Moseley [2014]), amdfour articles of thdReal-world economics revieWg9 (Syl
[2014], Ghosh [2014], Baker [2014], Varoufakis [2))l We do not believe, however, Piketty’s analyshsuld
be criticized on such grounds.

® Besides this fluctuation, a significant declin@isserved at the end of World War |, the likely eegsion of the
collapse of stock market indices (corrected folaiidn).



4.1.The World War | collapse

For the two European countries, France and the United Kingdom, Pitetiies a sharp
fall—the equivalent of four years of national income—of the ratio ofonal wealth to
national income around World War I. The sudden devaluation of the compeefdreign
capital severely affected the wealth of the rentier class, matki@agnd of a period (the end
of a form of imperialism in which the export of capital playecracial role), and cannot be
interpreted as a shock affecting a fundamental tendency, whasemngcould be expected.
Two thirds of this fall actually mirror the decline of the qumentOther domestic capitdhs
distinct from Agricultural land Housing and Net foreign capitgdl revealing a sudden
collapse that is not easy to interpret in Piketty's data andtiQus the corresponding
estimates:

1) The collapse 0Other domestic capitatould mirror the ruin of ‘rentiers’ as a result of
the devaluation of government debt by inflation during the war, but tipiareation
must be rejected. The series under investigation account for natieakih, including
the government and households. The debt of the government is consequently not
involved after consolidation. (Considering the variations of the debt,pjhesde of a
collapse was actually observed, as the government debt as emtpgec of GNP
skyrocketed during the war; only after World War II, the delats weduced by
inflation.)

2) An alternative explanation could be the devaluation of the fixed ta&pitams. The
series collected by Charles Feinstein for the United Kingdom show that noedeeks
observed when fixed capital is assessed at current or copst®® A major fall of
stock market indices (after correction for inflation) occurredrduworld War I, and
could account for part of the break. In the general case, howekettyR series do
not reflect the fluctuations of stock market indices (in partrqoiiior to World War 1).
One may, thus, wonder why it would be the case only during World W\fe]
consequently, have serious doubts concerning the calculation (the broadtsubwf
particular components from a total)@ther domestic capital

Surprisingly enough, Piketty does not provide any precise answérs above interrogations.
With respect to shocks in Europe, the period 1914-1945 is generally consideaedhole—

the triple shock of the two world wars and the Great Depression—wihilee data, the fall is
entirely located between 1910 and 1920. It is worth reading on thisties&ection ‘Shocks

to Capital in the Twentieth Century’ (p. 146), where answers coulddy&dpd. The analysis
moves from one war to the next, up the 1950s, and no convincing assessthentrgfacts

of distinct events can be found, notably to take stock of what can be imputed to World War |.

To sum up, we consider the uncertainty levels are so high thant@ngretation based on the
big break in the series in Europe around World War | would be hazardous.

4.2 The comeback of capital

Piketty denotes the third segment (the final upward trend) in thé that accounts for the
profile of B as the ‘comeback of capital’. This comeback marks the end dkthporary

®The series is reproduced in the technical appesfdiiketty and Zucman (2013).



decline of the ratio, following the triple shock of the two world wars and tkat@wepression.
Wealth returns to its equilibrium value as modeled in the fundamental relati@rsisip g.

A first observation is that this comeback of capital is weathe United States (as was the
decline). In Piketty’'s data, the comeback is basically a Europle@momenon (in the United
Kingdom, Germany, and France). The main aspect was the shaop theevalue of housing.
In France, for example, housing reached 61 percent of total wedl@i1th In Germany, the
percentage was 57 percent in 2011, also a high figure, all thestni&ieg than no rise at all
was observed for the other components of wealth since 1950.

The question must, therefore, be raised of the explanatory powakeifyR framework
concerning the rise of the value of housing. It is, first, clear @htheoretical framework
accounting for the rise of wealth by the accumulation of sawagsot be applied to non-
reproducible resources such as agricultural land or urban land, whaseigprbasically
impacted by the upward trend of rents, rather than by the priag®radtruction.Piketty
certainly acknowledges the importance of such price effectsohag recognized that their
effect is dominant, such mechanisms should have been substituted fondlaenéntal law.
The analytical scheme of a fundamental law of accumulation whgsa is here fully
irrelevant.

5. THE UPWARD TREND OF WEALTH INEQUALITY

Piketty points to the existence of an upward trend of wealth itiggaa a major historical
tendency in capitalism. This thesis is well received in the d&f it matches the widely-held
insight that, in capitalism, a parasitic financial class atasehas acquired an unbounded
capability to increase its wealth independently of what is pedluc the economy. The
tendency is explained by the observation that the rate, r, of retwmeaith is larger than the
growth rate of the economy (r > g), thus accounting for theesuration of wealth at the
top.” We contend that the larger values of the rate of return cannot adooamty unlimited
rise of wealth inequality but can explain tekevated levelsf wealth inequality.

The two properties introduced in Section 3.1 are here crucial:

1) The consideration of the capital (wealth) gains that follow tkengi price of a
component of wealth is irrelevant here. Only the increment ofthvézat follows
from the accumulation of savings is in debate. One way of accguotiran upward
trend of income inequality would be to assume the prevalence ainbounded
upward trend of a set of prices, independently of fundamental undetgimds in the
economy, for example a permanent rise of stock market indicesafhoch the upper
fractions of the population would benefit. (Under such circumstancesoutd be
fully appropriate to refer to ‘fictitious capital’.) It ipossible to contemplate the

" Galbraith (2014) points to theon sequitur‘Even it is generally true that r > g, it doed falow that capitalist
economies have a necessary tendency toward amgnegeshare of profit in income. (...) If the shareuaffit in

income is not rising, there is no obvious reasanafealth to become more concentrated.” (‘Unpackheyfirst
fundamental law.



existence of such a historical tendency, though it is not supporteemipyrical
observation, but this trend would, anyhow, be alien to Piketty’'s frameivork.

2) Piketty wants to account for ambounded upward tendenoy wealth inequality in
the same secular time frame as implied in the consideratitmedasic relationship
B =s/g. In other words, the issue here is not the discussion of a adm@bnew
convergence) toward the historical trajectory of capitaliger af sequence of shocks.
In this context, Piketty should immediately recognize the impassioint
consideration of a law stipulating the unbounded rise of inequalityefticbhanted
world in which the growth rate of the wealth of rich people wouldabger than the
growth rate of national income) and an homothetic trajectory akdmch all growth
rates are equal. As the two properties are incompatible, akaist the line of
argument is necessarily involved. The point is that no link is estedoliby Piketty
between the rise of wealth and investment, when the two variables arecespahts.
Piketty’'s framework of analysis ‘neglects’ this fundamentacro relationship. In
other words, Piketty erroneously assumes that the two parametars] g, are
exogenous and independént.

Actually, the explanatory power of the relationship between igasdot the one assumed by
Piketty. For thegrowth of wealth inequality, one must substitutelégel Wealth inequality is
all the more elevated than r is larger than g. For examgeftyPiestablishes a link between
wealth inequality and the transmission of wealth by inheritararaparing the wealth stocks
following from the income generated by a life of work to the kstagarnered by inheritance
(p- 26). In this framework, one can contend that elevated rates of egtdrlow growth rates
result in larger ratios between inherited wealth and the nealttwéollowing from the
accumulation of savings during the year. Inheritance unquestionaualy feealth inequality
(Duménil and Lévy [2013c]).

In the analysis of the upward historical trend of wealth inegiaitcommon-sense line of
reasoning can be substituted for Piketty framework. The assumptioa sidset of holders
of wealth saves more than others is straightforward. Big holdeesraore and become richer.
One could add that they also benefit from larger rates of returnjntnessing their records

8 Stiglitz (2014) points to this issue, certainljesant when applied to Europe: (...) Piketty’s book)(get the
impression that the accumulation of wealth — savings responsible for the rise in inequality. (...) &cf, you
cannot explain what has happened to the wealthfiec@tio by that analysis. A closer look at what ane on
suggests that a large fraction of the increasedaltl is an increase in the value of land [notadural land,
urban land and natural resources], not in the atofucapital goods.

° The discussion around the possible relationshipwéen the growth rate and the rate of return{gg<=r, g >

r) is surrounded by considerable ambiguity. In Bike book, as in many commentaries, g and r aratéd as
exogenous parameters and may, consequently, takevalmes. In other instances, the parameters are
endogenous and linked to one another. A quite walwmud puzzling statement is made by Boyer (2014is
easy to understand that in this pure real econongema gap between the profit and growth rateaaaoccur”,
thatis, g =r.

By definition, with | denoting investment, one hassI1/K and g =1/ K and, consequently, g = fIl An both
Kaleckian and postKeynesian long-term accumulatieodels, investment is equal to savings, 1=S. One,
therefore, has: g = r 1. (a) With the Kaleckian assumption that only calpits save, S=H, one has: g =sr.
(b) In the postKeynesian perspective, as in Ta{2@14), savings are derived from total income: $¥and
g=rsY /Ml =rs/a(wherex =I1/Y is the profit share). Thus Taylor can writEvidently r > g is tantamount
tomn>s”.



as wealth accumulators. Under such assumptions, a concentratioaltf teehe advantage
of the wealthiest fraction of the population follows along a ttajgcconverging toward a
situation in which the entire national wealth would be owned byféwsred minority, the
asymptotic equilibrium of the model. This outcome (the hyper-coratent of wealth) also
reveals the limited relevance of this approach. There is no doubtapaalism potentially
embodies such tendencies toward the concentration of wealth (evocdti\arx’s
‘concentration of capital’), but a theory of counter-tendenciesgsimed. Anyhow, Piketty
only sees in such mechanisms subsidiaries developments strengttiemifigndamental
tendency (pp. 26-27).

6. THE POVERTY OF PIKETTY'S ECONOMICS OF WEALTH

The great law = s / g is quite telling of Piketty’s historical macroeconom{gsthe growth
rate of the economy is an exogenous variable ; and (ii) No econbeacytis called on in
order to account for growth (the growth rate of the economy beipigiegd by the growth
rate of the population). The disconnection is total between saving anthiewesn all of its
components, directly linked to production or not.

Our perspective is symmetrical to the above. We contend that, Unitexrl States, the profile
of B is basically explained by the fixed capital of firms (itgio to national income). A
specific feature of this component of wealth is that the natiogahie is equal to the national
product, that is, the total output produced by firms on the basis of Icafotks. The
‘normalization’ of wealth stocks by output or, equivalently, nationabnme (that is, the
consideration of the ratios of wealth stocks to output) is here gnabte, since fixed capital
and output cannot be considered independent variables. As contended in thessegiions,
the inverse off is the apparent productivity of capital. Thus, when Piketty mistgke
believes he is giving a straightforward measure of wealth asmber of years of national
income, he actually describes the historical pattern of technical change.

The confusion is here total, actually an ‘inversion’. The compardieatine of fixed capital
in relation to output during the first decades following World Wamwd#s actually the
expression of a capability to produce gradually more on the baaigigén stock of capital,
that is, a tendency intrinsically beneficial to capitalist awnmstead of their impoverishment
(which had other causes) as contended by Piketty; symmetritedlyise off from the 1970s
onward (a decline of the output that could be realized on the basmvamastock of capital)
mirrored the exhaustion of a favorable trajectory of technibahge, and a return to the
patterns of technical change observed during the late nineteentirycembthing of an
enrichment. The more favorable position of capitalist classes atibamlism had other
causes (Dumeénil and Lévy (2011]).

A second expression of the distance taken by Piketty vis-a-vis éasnomic principles is
that, despite the objective of building a truly general theory,giioeind rent is finally
forgotten. The theoretical framework neglects ‘price effgctspital gains and losses) in the
treatment of non-reproducible resources.

Summarizing the overall assessment in a very compact stajeamentcan contend that
Piketty’s failure mirrors the fact that, in our opinion, there candosimple general theory of
the accumulation of wealth in relation to national income—not evewialg for a significant

degree of approximation. Piketty’s endeavor is vain. Multiple caargegvolved, depending
on the variety of components, their distinct patterns of formatiod, tha fundamental



relationship that links one particular and important component, productidalcépinational
income through production technology whose exogenous character is engraved ia émeldat
cannot be derived from any macroeconomic laws such as those put forward by Piketty
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Figures

Figure 1 — The saving and growth rates: The United States since World War 1l (percent)
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Source: U.S. national accounting.

Figure 2 — The ratio of wealth to income (percent): The United States since the Civil war
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Sources: The yearly estimatesiadre from : Piketty and Zucman (2013). The stock of fixed
capital (net of depreciation) of U.S. firms since the Civil War are deriwed fine authors’
earlier research and available at the following address:
http://www.jourdan.ens.fr/levy/uslt4x.ixt
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