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The publication by Thomas Piketty of his voluminous book under the title Capital in the Twenty-First Century emphasizes the prospective ambition of the endeavor. The author goes off in search of the great tendencies underlying the evolution of capitalism and contends that, in a more or less distant future, the immoderate growth of inequalities will no longer be politically tolerated. (Piketty does not hesitate to refer to “revolution”, p. 414). A basic change is required, and Piketty informs the reader of the forms he would give to the transformation, if he were in a position to dictate its contents. The line of argument is based on the fully convincing observation that the “past” is actually the laboratory of our impossible experiments. Thus, as a preliminary to the consideration of possible outcomes, the book provides a fascinating account of the historical dynamics of capitalism, from the early forms of its emergence within the agrarian societies of the 18th century, to the present. And this is one of the main interests of the book. 
Piketty’s work already helped us a lot in our own research. When, for the first time, in the middle of the 1990s, we put forward our interpretation of neoliberalism (a term that Piketty never uses) as a class phenomenon, we based our statement on a set of estimates we had realized on our own, intending to demonstrate that the objective of the new social order was the maximizing of the income and wealth of upper classes.
 In those years, we had no access to Piketty’s data yet, and we did not consider tax data as a reliable source of information in the description of high incomes (due to the importance of tax evasion in the upper segments of the social pyramid). Piketty seized these statistics with both hands, and supplemented them with data derived from other sources.
 Even if significant degrees of uncertainty remain, it is now clear that this was the right decision to be made. In particular, the data concerning upper wages proved highly useful in our investigation of “managers”. We can only applaud when Piketty introduces one of the sections in the book under the title From a ‘Society of Rentiers’ to a ‘Society of Managers’ (p. 276) or when he devotes long developments to “supermanagers’ (p. 315).
This does not mean that we follow Piketty in most aspects of his analysis. His interpretation of the history of capitalism is based on the identification of great economic tendencies in which macro variables are linked (namely, the ratio of wealth to national income, the rate of return on these assets, the rate of saving, and the growth rate); the course of these tendencies was unsettled by the triple shock of the two world wars and the Great Depression, and was reestablished from the 1970s onward. We make a thoroughly distinct reading of history, in which the transformation of relations of production (the advance of the managerial features of capitalism during the 20th and 21st centuries) and class struggle (as manifest in the sequence of “social orders”, that is specific configurations of class dominations and alliances) are central. The introduction of this alternative framework is the object of the second part of this article to be published in the next issue of the journal (#57). 
With the exception of the short last section (devoted to the “politics” of Piketty), the present article has two objectives, namely the introduction and discussion of the analysis in the book. The first section summarizes Piketty’s main theses, a broad set of elements whose complexity should not be underestimated—too often reduced to the single observation of rising inequalities. Involved are the levels of wealth, the rise of both wealth and income inequalities and, in this latter respect, a distinction is made between capital income and wages. The range of action of these tendencies is rather broad, but the existence of important differences between historical periods and countries (in the past but also today) must also be emphasized. A critical analysis of these theses is undertaken in the second and third sections below, from both the viewpoints of empirics and theory. We first question the “large break” identified in Europe around World War I. The ensuing adjustment in the profile of historical series does not unsettle Piketty’s entire framework but, once performed, the apparently compelling character of the analysis—the three shocks (the two wars and the Great Depression), assumed to affect basically unchanged tendencies—is considerably impaired. We then, more fundamentally, question the relevance of the basic laws determining wealth levels and governing the growth of wealth inequalities, which we judge unconvincing. In addition, no economic similar law is put forward by Piketty concerning wage inequalities, despite their importance. (Moreover, we actually do not see what kind of mechanisms could be involved.) The critical assessment in the present first part of the article must be understood as a preliminary step prior to the introduction of our own alternative framework in the second part, which brings to completion our overall line of argument: 1) What does Piketty contend? 2) Why do we judge his demonstration unconvincing? 3) What do we read in his broad set of data?

Concerning politics, Piketty’s ambition is clearly to sketch out an alternative project whose direction is social progress. A careful reading shows that the author simultaneously keeps himself “to the right” and “to the left”. The various degrees of radicalism of basic political options are skillfully weighted. The capitalist nature of relations of production is not directly at issue, but one may wonder what would remain of the power of capitalist classes if Piketty’s reforms were implemented. The criticism of the unequal character of the U.S. society is severe, but Piketty also knows how to strike the cord of U.S. patriotism, invoking the great democratic inclinations in the early stages of the formation of the country, or the radical character of the conquests of the New Deal. The decisive point is that Piketty succeeded in the tour-de-force of bringing the debate on inequalities into the big medias on a world scale. Finally, a blow that reached the target. 
PIKETTY’S ANALYSIS AS IN ITSELF

We will not discuss here the first fundamental law identified by Piketty, namely the equality between: 1) the share of income from wealth in national income, and 2) the product of the rate of return on wealth and the wealth/income ratio (the ratio of national wealth to national income. This equality is actually an identity (p. 52)
. The second law explains the levels of national wealth by the ratio of two variables, namely the rate of saving in the numerator, and the growth rate of the economy in the denominator. Below, we will refer to this second law as a “first great thesis” on the dynamics of capitalism. Correlatively, we will call the historical rising tendency of wealth inequality a “second great thesis”. In the same vein, we could denote the also rising tendency of income inequality as a third thesis, but no mechanism similar to the above is put forward in the book (with the exception of the statement that wealth inequality may generate the inequality of capital income, one component of income inequality). 
Three major empirical observations

Piketty’s first considers the value of the national wealth (the ratio of the wealth stock to national income). Wealth denotes here all private and public (government), real and financial assets, used for production or not, to which a price can be given on a market.  (“Wealth” and “capital” are regarded synonyms in the book, p. 47.
) These assets are measured “net of debt” (that is, assets minus debt). The values involved typically grow with the overall size of outputs and are subject to the variation of prices. They are, therefore, expressed as percentages of the domestic product of the country, or years of output—or, almost equivalently, as percentages of national income.
Figure 1 shows the estimates of this variable for France and the United Kingdom since 1700 (that is, along three centuries of history), and for the United States since 1770. Up to World War I, this wealth amounted to seven years of the national income of the two European countries. A sharp break—of which we basically question the amplitude—then occurred, when a loss equivalent to more than four years of national income was observed in these countries. (We consider a more realistic estimate of the fall could be one or two years of national income.) Since the 1950s or 1960s, a new tendency upward is manifest, the values observed gradually catching up with the levels supposedly recorded prior to the break.  The profile is distinct in the United States. Around 1800, the total wealth in this country only amounted to three years of national income. The equivalent of half a year was lost between 1920 and 1950, and finally recovered at the end of the period, when the figures for the United States and the United Kingdom converged (see the caption of Figure 1). Piketty anticipates a continuing rise of the ratio on a world scale (p. 195).   
The second important observation is about wealth inequality. A preliminary statement is that the degrees of wealth inequality are high. For example, nowadays in France, the 10 percent wealthiest families own 62 percent of all wealth, while the lower 50 percent only own 4 percent (p. 257). 
Figure 1 – The capital/income ratio (percent): United States, United Kingdom, and France
[image: image1.emf]
All the series in this study are borrowed from Piketty’s work or, concerning Figure 4, from U.S. national accounting frameworks. Two important commentaries must be made. First, we pin about two thirds of the fall recorded around World War I in the two European countries on problems in the construction of the series, which we will discuss below. Second, the peak apparent for the United States during the Great Depression cannot be understood as the last stages of the earlier rise. This peak is not specific to this country.  It mirrors the fall of output during the depression. Nothing similar appears in Europe for the simple reason that the data have not been computed. 
Figure 2 shows the shares of national wealth owned by the top deciles (the two upper curves) and the top percentiles (the two curves below) of households as ranked according to their wealth for the United States and France since 1810.
 Prior to World War II, at least since 1810, a rising tendency towards the concentration of wealth (the first expression of the “endless inegalitarian spiral” inherent in capitalism, p. 8) is apparent in the two countries. A significant decline is then observed to the aftermaths of World War II in the United States, and to 1970 in France, ushering in a period of stagnation of wealth inequality, finally followed by a slight upward trend since 1970 or 1980. To Piketty’s eyes, this new trend is evocative of the earlier tendency prior to 1910. Finally, in France, wealth appears much less concentrated today than in the 19th century, and even less than in 1960—more precisely, for the top percentile, only 24 percent of national wealth in 2010, to be compared to the maximum percentage of 60 percent reached in 1910, or to the 32 percent observed in 1960. (The levels of wealth inequality and their growth rates have been historically low during the most recent decades.) In the United States, the percentage reached 34 percent in 2010, to be compared to 45 percent in 1910, slightly above the 31 percent observed in 1960 (p. 349).
Figure 2 – Share of national wealth owned by the top decile and percentile (percent): United States and France
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The two upper lines account for the shares of the top deciles, and the two lower lines for the shares of the top percentiles. Prior to 1910, the two lines for France are above those for the United States (and the converse is true at the end of the period). 
The third category of observations is about income inequality. Figure 3 shows the shares of national income accruing to the top deciles of households in the overall hierarchy of incomes after 1900 in the three countries. The three lines illustrate the dramatic decreases of the shares of the top deciles between 1900 and 1945 (a continuous decline in the United Kingdom, and a sudden fall during World War II for the two other countries)—overall a loss amounting to more than 10 percentage points of national income. Income inequality remained low between 1945 and 1980 (despite the bulge during the 1960s in France). One can then observe, in the United States and the United Kingdom, the rising share of the national income accruing to the top decile, up to levels similar to those prevailing prior to World War II.
 Nothing similar occurred in France, and the same is true of other large countries such as Germany and Japan. The strong upward trend in income inequality since 1980 is, thus, typical of Anglo-Saxon
 countries. We will see that the bulk of the rise can be imputed to high wages. Piketty comments that, since the late 1990s, similar trends can now be detected in France with respect to top executives (p. 290).
 
Figure 3 – Shares of top deciles in national income (percent): United States, United Kingdom, and France
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Two theses on the history of capitalism 
This section introduces the two great theses on the history of capitalism that Piketty puts forward in his interpretation of the above observations. (The discussion of the mechanisms involved is made in the following sections.)
The object of the first thesis is the dynamics of wealth from one situation of equilibrium to a subsequent equilibrium. Following Piketty, the variable in Figure 1—the ratio, β, of national wealth to national income—is determined by the ratio of the rate of saving (the share of national income that is not consumed, that is, which is “saved”), denoted as s, to the growth rate of the economy, g, as in the relationship β=s/g
.

Thus, the formation of the stock of wealth is the result of a long-term process of accumulation of savings. This process may be affected by recurrent shocks but the overall dynamics are governed by the fundamental law. (Shocks are manifested as “breaks” in the data.) If the two parameters, s and g, remain constant during a sufficient period of time, the ratio β between the two variables (the wealth stock and the national income) will tend toward s/g. In the absence of shock, a form of “equilibrium” will be reached. (The law would, thus, fully prevail.) The relationship above is not an accounting identity, but the outcome of a process, that Piketty denotes as the « second fundamental law of capitalism », to which we refer as Piketty’s « first thesis ». 
Piketty interprets the profiles observed in Figure 1 in the above framework:

1) In Europe, an equilibrium of the fundamental law was maintained during the two first centuries. A dramatic shock—of which, as already stated, we radically question the amplitude—occurred during World War I. The fundamental law later governed a return toward a new equilibrium, a situation which, as of 2010, had not yet been fully reached.  Piketty insists that wealth accumulation is a time consuming process (p. 168). Only in neoliberalism, Europe recovered wealth/income (capital/income) ratios similar to those prevailing prior to World War I.  
2) In the United States, such an equilibrium had not yet been reached in 1914. The downward shock was much smaller than in Europe but, still following Piketty, the same rising dynamics are again in motion since the 1950s. 
3) In the two regions of the world, Piketty pins the new rise of wealth stocks during the recent decades on the declining growth rates (the “drift” of g, the parameter whose impact Piketty considers as dominant), in turn mainly explained by the slow growth of the population
.

The object of the second thesis is the rise of wealth inequality. Within the analytical framework of Piketty, the tendency to rise inherent in the dynamics of wealth inequality is imputed to the fact that the rates of return on wealth, denoted r, are larger than growth rates. The rate of return is defined as the ratio of the annual income on wealth (capital income) to the value of wealth.
 The ratio does not straightforwardly account for the growth rate of the stock of wealth, since the owners spend a share of the income thus garnered to finance their consumption. 

Three exogenous parameters—the growth rate, the rate of saving, and the rate of return (all average rates for the entire economy)—are involved. The wealth stock grows at a rate equal to the rate of return multiplied by the rate of saving. Under such conditions, Piketty states: “inherited wealth grows faster than output and income” (p. 26). This larger rate of growth of inherited wealth is considered a crucial element in support of the general argument in the book: “it sums up the overall logic of my conclusions” (p. 25). This statement shows that Piketty considers this property more important that the mechanisms governing the variations of the wealth/income ratio or, even, the dynamics of income inequality. To Piketty’s eyes, the historical rise of wealth inequality is the main trend, even more destabilizing that the rise of high wages (p. 23). 
Such is the analytical framework used by Piketty to account for the profiles revealed in Figure 2. The two trends toward the concentration of wealth, respectively prior to 1910 and during the recent decades, are the outcomes of a same cause, namely that rates of returns are larger than growth rates. As in the investigation of the historical trends of wealth, the effects of this latter great historical tendency were again manifested unambiguously after the triple shock of the intermediate period. 

Concerning the explanation of income inequality, no specific economic mechanism is introduced, susceptible of accounting for the profiles observed in Figure 3. The upward trend of wage inequality—the dominating component in the rise of income inequality since 1970 within Anglo-Saxon countries—is the product of dynamics that Piketty himself considers more straightforwardly as being “political”. The rise in the inequality of capital income can be explained by the upward trend of wealth inequality. To this extend, it is possible to surmise the existence of a rising trend of capital income inequality prior to World War I, though the series only begins in 1900. 

THE LEVELS OF NATIONAL WEALTH (THEIR RATIO TO NATIONAL  INCOME) 
This section and the following open the discussion to be continued in our second article. We will first examine here the relevance of Piketty’s thesis concerning the ratio of wealth to national income in the United States, the country for which the data are the more reliable. United Kingdom and France are then considered at the light of this first investigation. 
United States: Confronting the first great thesis (Piketty’s second law) to the dynamics of accumulation 
The two explanatory variables, namely the rate of saving and the growth rate, involved in Piketty’s second great law (β=s/g), can be easily determined for the United States since World War II. They are shown in Figure 4. Their short-term fluctuations are not at issue here, only average values over periods of a few years. It is, therefore, more appropriate to consider trend lines. The ratio s/g can be calculated dividing the figures in the first trend line by those in the second. 
A preliminary observation is that the trend line of the rate of saving is the object of much larger variations than the growth rate, despite Piketty’s insistence on the opposite statement, emphasizing the dominant impact of growth rates now doomed to mediocre performances within the most advanced countries, those of the « technological frontier » (p. 94). Growth rates diminished slightly at the end of the period (as noted by Piketty) but, overall, the figure shows that the rate of saving decreased much more. The general trend of s/g is, therefore, downward and not upward, in particular within neoliberalism. 
The ratio of the two trend lines in Figure 4 is shown in Figure 5, jointly with the wealth/income ratio (as in Figure 1) as measured by Piketty for the United States, that it is supposed to explain. (We provisionally abstract from the continuous line.) A tight fit could not be expected, since the fundamental law is affected by shocks, but the data in Figure 5 show that s/g and β have nothing in common.
Figure 4 – Saving rates and growth rates since World War II (percent): United States
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Figure 5 – Two models for the wealth/income ratio since the Civil War (percent): United States
[image: image5.emf]
A failure definitively will not do. We suggest the following alternative interpretation. It is first necessary to recall that Piketty distinguishes between four components within the overall stock of wealth: 1) agricultural land; 2) housing; 3) other domestic capital; and 4) net foreign capital. An examination of these components in the United States shows that the profile (trend and variations) of national wealth in this country as in Figure 1 is determined by the profile of the third component, other domestic capital—this is equivalent to saying that the total of the three other components, land, housing, and foreign capital, remained approximately constant in this country. Since the values of the other capital is determined subtractively (the total minus the three remaining components), it is not easy to identify the exact content of the category other capital. We can only surmise that a large segment of these assets measures the values of the capital of enterprises (independent workers and corporations)—typically what most economists would call “capital”—since these values are not included in any other category.
Thus, focusing the analysis on the capital devoted to production (production capital), we are back to the familiar framework that we used in the analysis of historical trend in the U.S. economy in many earlier studies—an approach to economic dynamics quite distinct from Piketty’s.
 Wages (the outcome of social struggle) and technology (as impacted by the availability of labor and the level of wages) determine the relative shares of wages and profits, as well as the profit rate. The rate of saving on income and the productivity of capital determine, in turn, the growth rate of the stock of capital, hence the growth rate of output. (If only capitalists save, the profit rate and the rate of saving determine the growth rate). The object of the reconstruction below is to compare the relevance of this approach to the framework in the book. 
In these earlier works, we provided estimates of the stock of fixed capital (and other variables) in the United States since the Civil War.
 Fixed capital is only one fraction of the total amount of capital used in production. (It would, at least, be necessary to add the stocks of inventories and immaterial assets, patents, trademarks, and the like). We, therefore, “expand” the variable, multiplying by a coefficient assumed constant. It is easy to add this estimate of the stock of capital used in production to a constant amount equal to the average total value of the three other components over the entire period (thus abstracting from the slight variation of the sum) to obtain an estimate of national wealth, in what we denote as “our model”. The result is shown in Figure 5.

For obvious reasons, we cannot expect a strict correspondence. A notable difference between the variables in our model and Piketty’s data is that the component other capital is measured at market value in the book—that is, on the stock market for corporations—instead of replacement cost as in our estimates. Significant discrepancies can be expected.
 Figure 5 shows, however, that our model accounts for the profile of wealth (the ratio β) since the Civil War much more convincingly than the ratio s/g. We see here a confirmation of the explanatory power of the alternative framework we put forward, in sharp contrast with Piketty’s model that we judge as not empirically plausible. 
United Kingdom and France: The World-War-I plunge at issue
Two thirds of the dramatic fall in wealth within the two European countries around World War I, as revealed in Figure 1—the equivalent of four years of national income—can be imputed to the component other capital. Measuring this capital in pounds sterling, and correcting for inflation, the value of this component was allegedly divided by 6.3 in Piketty’s data for the United Kingdom. Such a plunge is, in itself, unbelievable. 
The success of the above attempt to relate the component other capital for the United States to an estimate of the fixed capital of enterprises suggests that this component could be interpreted in the same way for Europe. The computation can be made for the United Kingdom, using the estimates realized by Charles Feinstein
. Comparing Piketty’s figures for 1913 and 1920, a division by a factor of 5.5 is obtained, while Feinstein’s data shows a slight increase. As Piketty indicates, the war was not waged on British territory; there was no destruction of productive capital, rather a small increase. (Even in France, the physical destruction of fixed capital does not account as fully as could be expected for the fall in the component other capital.) It is also interesting to note that Feinstein’s series for the United Kingdom reveal a profile for the 20th century, similar to that observed in the United States. 
What kind of phenomena does the great plunge hide? The collapse of the component other capital could manifest a ruin of the rentier class caused by the devaluation of the government debt, an effect of high inflation rates during the war, but, no devaluation of the government debt was observed, and anyhow this debt is not involved here since total wealth is considered, both private and government wealth.. The capital held over other countries is, as well, not involved, since this capital is not part of the other capital but a component of foreign capital. The consideration of this devaluation, which clearly did affect the wealth of the rentiers, is irrelevant here. 

Piketty does not provide any precise answer to the question raised in the previous paragraph. In the analysis of the sequence of shocks in Europe, Capital in the Twenty-First Century generally approaches the period 1914-1945 globally—the triple shock of the two wars and the Great Depression—while, in the series, all the fall is concentrated between 1910 and 1920. It is worth reading the section Shocks to Capital in the Twentieth Century (p. 146), whose title suggests that it might provide the answer. The analysis in the section shifts from one war to the other, and up to the 1950s, but no comparative assessment of the impacts of the various events is clearly put forward, not even an unambiguous statement concerning the consequences of World War I. Piketty emphasizes the effects of the low levels of the saving rate in various countries during the entire period. (The rentiers did not sufficiently reduce their expenses, p. 369.)  From Feinstein data, we know, however, that the stock of fixed capital (as measured in years of national income) did not decline, an observation that supports the hypothesis of the prevalence of rather “usual” rates of saving (given that, in the total economy, saving is equal to investment). Other available studies confirm this statement.

Overall, we believe that no interpretation of the course of history can be derived from measurements in which the European “break” plays a significant role (see our second article). 
THE RISE OF WEALTH INEQUALITY 
This section is devoted to the analysis of the historical rising tendency of wealth inequality. This analysis retakes Piketty’s line of reasoning, in which the tendency is linked to the fact that the rate of return on capital is larger than the growth rate of the economy (the second thesis above)—following Piketty, a general feature in the dynamics of capitalism. In this relationship, capital gains—resulting from the variation of prices and not the product of saving—are not considered. (In Piketty’s analytical framework, wealth is only increased by additions resulting from saving.)  

More generally, a difficult point here is that Piketty does not posit any link between saving and investment. The three parameters—the rate of return, the rate of saving, and the growth rates—are considered independent variables. Thus, Piketty’s economics “neglect” a basic macroeconomic loop. On the one hand, wealth (and the income that accrues to the holders of wealth, as well as the share of the income that is saved and increases the stock of wealth) and, on the other hand, output, can growth at their own autonomous speeds. If the discrepancy between r and g were large enough, the economy would reach a paradoxical path in which saving (the share of income that is not consumed) would grow faster than income. Despite the apparently obvious character of Piketty’s formulation, a more rigorous analysis reveals its unacceptable character. In a framework in which saving is equal to investment (the rise of the stock of capital that follows saving), there is no way of escaping the fact that the growth rate is endogenously determined (for a given state of the technology). Along such a trajectory, the growth rate of the economy and the growth rate of the capital stock will finally converge. Piketty’s line of reasoning, in the simple form of its original formulation (r >g), is all the more misleading that it meets the common insight, widely held in the left, that the economy harbors a class or sector endowed with the endless capability to accumulate wealth, independently of output.   
Piketty, comparing the wealth acquired along a lifetime work to the wealth inherited, discusses the mechanisms governing the transmission of wealth through inheritance (p. 26). The finding is that inheritance stimulates all the more wealth inequality that the rates of return are high and growth rates low, a clear fact. 
A simple line of reasoning can be substituted for Piketty’s framework. In a model of accumulation, in which the equality between overall saving and investment is recognized as such, a natural assumption is that a subset among the holders of wealth save more than others (even that other economic agents may dissave, that is, go into debt). The large holders of capital save more and, thus, become comparatively even richer. One can add to the argument that they enjoy higher rates of return than the standard savers and, therefore, increase even further their performances as “wealth accumulators”.  A concentration of wealth to the benefit of these highly favored wealth holders would take place, along a trajectory in which they would finally own the entire economy. Such a potential concentration of wealth is, unquestionably, part of the dynamics inherent in capitalism (a straightforward echo of Marx’s thesis concerning the “concentration of capital”). But, in the reference to such mechanisms, Piketty only sees factors reinforcing the fundamental tendency (pp. 26-27), while we consider such mechanisms define the only possible framework. Nothing is, however, empirically simple since, in the estimates of wealth inequality, the supergrowth of the richest fraction of the population was counteracted by the rise of intermediate savers investing in their homes, as Piketty also contends.  
Returning to empirical observation, Piketty’s analytical framework does not convincingly account for the profile of the data in Figure 2. One can already notice that, considering the top 10 percent during the neoliberal decades, wealth inequality increased more in the United States than in France, while the rate of growth of output was larger in the United States (2.8 percent in the United States against 2.2 percent in France, p. 174). The main issue is that Piketty confers such a towering role on the mechanism governing the rise of wealth inequality (summing up “the overall logic”), that a fast reader might believe that this mechanism accounts for the most spectacular tendency put forward in the book, namely the rise of income inequality within Anglo-Saxon countries since the 1970s (Figure 3). This is in no way true, as this latter rise was actually the effect of the hike of high wages. 
One can finally mention that, in Piketty’s mind, a link is assumed to exist between the two dynamics respectively involved in the two theses concerning respectively wealth levels and wealth inequality (p. 167), but we do not judge the argument convincing. In addition, the contention does not match the empirical observation (for example, in France, the ratio of national wealth to national income grew very rapidly since 1970, while wealth inequality remained almost constant, Figures 1 and 2).
Summing up the analyses in the present and the previous sections, we consider the interpretation of the great tendencies remains, for the essential, to be done (once realized the correction in the profile of the component other domestic capital in Europe). This is the object of our second article. 
PIKETTY’S POLITICS: MERIT VS OWNERSHIP
Paradoxically, the main problems we find in Capital in the Twenty-First Century are economic problems, both empirical and theoretical issues. As far as politics are implied, Piketty manifests a strongly critical attitude toward capitalism as it was in the past, as it is today, and as it might become in the future. Piketty evokes and violently rejects the prospects of possible hyperpatrimonial and hypermeritocratic societies (the society of supermanagers), such as those the trends observable during the most recent decades in the United States seem to foreshadow (pp. 264-265). Piketty calls for a “social” economy-society, in which an end would be put to the immoderate growth of wealth by way of a confiscatory taxation similar to that established during the New Deal. (Chapter 13, devoted to welfare expenses, draws a broad picture of “social states” in the past and present.) The establishment of such a society is seen as a condition for democracy. One can read between the lines of Capital in the Twenty-First Century that this democracy is understood as a tool in the possible conduct of more profound transformations. Thus, Piketty’s political program opens rather broad prospects in the direction of social progress, even if the character of the key measure contemplated in a somehow shorter run, namely the sharp taxation of top wealth (the euthanasia of the rentiers), may be judged “reformist”—actually already an extremely ambitious program, since its implementation would require the harmonization of taxation on a world scale and a complete transparency of financial transactions, conditioned by and conditioning an actual end put on tax havens, etc.  
No doubt, Piketty’s horizon is truly a meritocratic society—meritocracy and democracy come always hand in hand (see the section The Rentier, Enemy of Democracy, p. 422)—that is, what we denote as a “managerial society” and, in our terminology, a society clearly governed by a “social alliance to the left” with popular classes, one step forward along the road to emancipation. Crucial to our very long-run political perspective is the observation that such a meritocratic society remains a class society
, but, if it were politically leaning to the left, we would already live in another world. 

It is finally fair to mention that Capital in the Twenty-First Century addresses briefly but in a quite critical manner the issue of international relationships. It is worth reading the pages of the book devoted to petroleum rents and the imperial wars of the United States (p. 537). 
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� Piketty Thomas, Capital in the Twenty-First Century, Cambridge M.A., Belknap-Harvard,  2014: “It consists of the sum of financial assets (land, dwellings, commercial inventories, other buildings, machinery, infrastructure, patents, and other directly owned professional assets) and financial assets (bank accounts, mutual funds, bonds, stocks, financial investments of all kinds, insurance policies, pension funds, etc.), less the total amount of financial liabilities (debt).” (p. 48).


� In this type of calculation, households are ranked according to the value of a variable, here their wealth, from the smallest wealth holders to the larger. The top decile (percentile) refers to the top 10 percent (1 percent) of households in this ranking.


� Piketty extrapolates: “If the trend observed in the United States were to continue, then by 2030 the top 10 percent of earners will be making 9,000 euros a month (and the top 1 percent 34,000 euros), the middle 40 percent will earn 1,750, and the bottom 50 percent just 800 a month” (p. 257).


� This is the term used in the English translation of the book, despite its ambiguous character.  


� The text has been modified in the translation from French to English (p. 458 of the French edition).


� Piketty considers the case of Japan as a typical illustration of this mechanism, with a saving rate of 15 percent and a growth rate of 2 percent: “It is hardly surprising that Japan has over the long run accumulated a capital stock worth six to seven years of national income. This is an automatic consequence of the dynamic law of accumulation: β=s/g” (p. 175). 


� In the same vein, Piketty explains the structural gap between U.S. and European growth rates by the differences in the demography of the two regions (pp. 167 and 174).


� The rate of return is derived from the share of capital (before taxes) within national income, whose order of magnitude is 30 percent, divided by the ratio of the stock of wealth in national income (pp. 199-200). The rate of return is worth between 4 percent and 6 percent (p. 206). Following Piketty, the return would be influenced by the abundance of capital (see the section Too Much Capital Kills the Return on Capital, p. 215).


� Duménil Gérard et Lévy Dominique, La Dynamique du capital. Un siècle d’économie américaine, Paris, Puf, 1996.


� Duménil Gérard et Lévy Dominique, The Economics of the Profit Rate. Competition, Crisis and Historical Tendencies, Aldershot, England, Edward Elgar, 1993. The updated data can be found at the following address: � HYPERLINK "http://www.jourdan.ens.fr/levy/uslt4x.txt" ��http://www.jourdan.ens.fr/levy/uslt4x.txt�.


� Piketty discusses the possible effects of stock-market and housing bubbles (p. 170). Once acknowledged the possible amplitude of such deviations, Piketty concludes that they do not question the effects of the fundamental relations. We see, in this statement, a stimulation to continue the investigation in this section. 


� The data are available in Piketty’s technical appendix. 


� Hills Sally, Thomas Ryland et Dimsdale Nicholas, « The UK Recession in Context—What Do Three Centuries of Data Tell Us? », The Quarterly Bulletin of the Bank of England, Fourth quarter 2010, pp. 277-291.


� Duménil Gérard et Lévy Dominique, La Grande Bifurcation, Paris, La Découverte, 2014.





