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(
The present article is the second part of the study we devoted to Thomas Piketty’s book, Capital in the Twenty-First Century, whose object is the identification and analysis of the main mechanisms governing the evolution of the most advanced countries during the last three centuries. Three categories of tendencies are considered in the book: 1) the rising size of wealth stocks; 2) the concentration of wealth in the hands of the most affluent fractions of the population; and 3) the more complex pattern of variation of income inequality, with the steep upward trend observed since the 1970s within Anglo-Saxon countries
. These tendencies were hit by the triple shock of the two world wars and the Great Depression, which deeply affected their earlier course; their action—under basically unchanged forms—became again evident after 1970, the expression of the great “comeback of capital”; still following Piketty, these tendencies will be continued as long as a new shock will not upset their progress. 
A first objet of our earlier article (Actuel Marx # 56) was to provide a synthetic presentation of Piketty’s theses, both concerning the empirics and the explanatory mechanisms involved. We then questioned an important aspect in the construction of the series (the sharp character of the break in the estimates of wealth in Europe around World War I). We finally expressed our disagreement concerning the mechanisms supposed to account the tendencies allegedly inherent in “capital”.

This second article further develops our critical analysis, but its main object is the introduction of our alternative reading of history.
 We contend that it is impossible to interpret processes embracing three centuries of history without taking account of the evolving production relations and the transformation of class patterns. Starting the analysis at the beginning of the 20th century, the dynamics of a “managerial capitalism” are involved, with their “tripolar” class pattern of capitalists, managers, and popular classes. Two important consequences follow: 1) The tendencies manifest during the latter decades of the 20th century and the early 21st century are not the replica of the tendencies prevailing prior to World War I; and 2) In what Piketty interprets as the effects of shocks, we see the consequences of the inner dynamics of the mode of production, namely the underlying economic tensions—manifest in crises—and class struggle. For the recurrent impacts of shocks, we substitute the chain of successive configurations of class dominations and alliances that mark the historical advance of managerial capitalism in “social orders” (such as neoliberalism, the latter example of such a configuration).
The first section is devoted to the gradual rise of the managerial characters of capitalism since more than a century. In Piketty’s data, the most obvious expression of this rise is the comparative advance of wage income within the top layers of income hierarchies, to the detriment of capital income
. The second section contrasts our views concerning the succession of social orders with Piketty’s framework of shocks. We show how deeply the chain of social orders impacted, “modulated” one could say, secular trends. The third section straightforwardly questions the thesis concerning the comeback of capital. For capital’s return, we substitute the alternative view of a comeback of class dominations on the part of the upper classes—capitalists and managers—of managerial capitalism. The most obvious expression of this comeback is the rise of income inequality within the countries (the United States and the United Kingdom) of Anglo-Saxon neoliberalism. The last section retakes and broadens the debate initiated in our first article concerning political prospects.
No explicit models are used in the present article and the previous. This is the object of a third study
.

UPPER INCOMES IN MANAGERIAL CAPITALISM
The section, first, discusses a set of basic aspects of the historical and theoretical context of managerial capitalism. Then, more technically, the section introduces the most conspicuous manifestations of these dynamics as they can be derived from Piketty’s data, namely the gradual ascension of wages toward top income, where capital income used to dominate since the 19th century.

A tripolar class pattern—A new upper class
A major difficulty in the analysis of human societies over such considerable periods of time is the constant evolution of production relations, which finally commands changes in nature. The successive modes of production overlap to such a degree that it is uneasy to identify the actual sequence behind the mix of hybrid features. Considerable problems, notably those involved in the mechanics of rents, are posed by the analysis of production relations during the Ancien Régime (since the investigation begins in 1700). Firmer grounds could be reached, as time passes, with the growing manifestations of the rise of industry matching the secular decline in the value of land in the profiles of variables during the 19th century. Once reached the end of the 19th century and the beginning of the 20th century, the analyst could be looking forward to a well earned break, confronting a new phase of fully matured capitalist social relations. From the early decades of the 20th century, however, capitalism already engaged in the new dynamics of managerial capitalism, whose earmark is the rise of the new class of managers.
 Class patterns became more complex; the profile of technical change was deeply affected; even on top of hierarchies, wages gradually conquered the spheres of high income.
At the end of the 19th century and at the beginning of the 20th century in the United States, the rise of the managerial features of production relations was prepared by the occurrence of three major revolutions in the institutions of capitalist ownership: the corporate revolution, the revolution of financial institutions (with the formation of the large banks of the Morgans and Rockefellers, etc.), and the managerial revolution. Notably, the bulk of the tasks realized by owners were transferred to salaried managers. These transformations, the product of earlier structural developments were finally precipitated by the first “Great Depression” in the 1890s. Structural crises are the midwifes of history. 
A fundamental feature of managerial capitalism is its tripolar class pattern—capitalists, managers, and popular classes—given that, among managers, we include high ranking officials (within government institutions, University professors, and the like), as well as people engaged in professional services (such as medical doctors or lawyers) whose “managerial skills” are sold on markets, outside of the wage-labor relation. The new “supervisory” production relations and class patterns were gradually generalized worldwide, though it is not possible to contend that everything was invented in the United States. Such societies are “organized” societies, be it within enterprises or government institutions. 

We denote the statement that these dynamics foreshadow the coming of a new mode of production—a managerialism (un cadrisme), with its upper class of managers—beyond capitalism, as the “managerial hypothesis”. In this hypothesis, we see the most consistent interpretation for the rising managerial features—themselves unquestionable—within contemporary capitalism. The metamorphosis of the mode of production is a continuous process, from capitalism to managerialism, defining the hybrid features typical of managerial capitalism. The class position of the new class of managers was simultaneously transformed, from its early intermediate status of middle class to a position of full-fledged upper class.
Although Piketty never explicitly enters into such frameworks of analysis, he unambiguously refers, as we do ourselves, to the upper 10 percent fraction of the hierarchy of wage-earners as managers. Moving implicitly toward a class interpretation, Piketty points to the advanced forms of reproduction of social relations, in the transmission of social positions from parents to children (pp. 419-420, and the second part of the section Do Educational Institutions Foster Social Mobility?, pp. 484-487).
 We will not enter, ourselves, here into the analysis of the reciprocal relationship that links the exercise of power and “competence”, and their joint social reproduction. 
Wages at the conquest of the top of the income pyramid
The manifestations of these dynamics are quite conspicuous in Piketty’s data. From the beginning of the 20th century, the rising trend of wages compared to capital income (dividends, interest, and rents) at the top of social hierarchies dominates all other tendencies in the data. This trend provides the best possible quantitative expression of the progress of the managerial features of the mode of production during one hundred years or so. 
In this analysis, we distinguish between three top fractiles within the entire set of U.S. households, as ranked by their levels of total income. The figures within the parentheses show the number of households within each fractile and the minimum income (including realized capital gains) to belong the group, respectively in thousands households and thousands dollars:

1) the fractile 99.99-100, that is, the top 0.01 percent or 1/10.000th (16 thousand families – 10,256 thousand dollars) ; 

2) the fractile 99-99.99, that is, the top 1 percent excluding the previous fractile (1,591 – 394) ;

3) the fractile 90-99, that is, the top 10 percent excluding the two previous fractiles (14,461 – 114). 

Figure 6 shows the ratio of wages to the sum of wages and capital income within each fractile. (We, thus, abstract from the effects of the gradual decline of the income accruing to the sector of independent workers.)
1) Beginning with the broader fractile, 90-99, one sees that the share of wages in the sum reached about 90 percent during World War II. Then, a slight upward trend is observed. In the last observation, in 2010, a percentage of 94 percent was reached. It is worth noting that no trend downward is apparent during the recent decades (testifying to the comparative rise of capital income for this group). 

2) The secular upward trend of the share of wages for the intermediate fractile, the 99-99.99, is the most straightforward expression of the conquest of upper incomes by managers relative to capital income, within managerial capitalism. 

3) The upward trend observed for the third fractile is also striking. At the end of the period, during the 2010s, wages accounted for approximately two-thirds for this privileged minority. This is the world of what Piketty denotes as “supermanagers” but also capitalist owners. Two other features must be mentioned: a) the break in the historical trend around 1970; b) the large fluctuation during the two most recent decades. We will discuss these features at the end the following section devoted to social orders.
International comparisons are difficult due to significant differences in nomenclatures, but the income composition prevailing within the same fractiles appears rather similar in France. At the end of the period, within the top 1 percent, wages (to which it would be possible to add the income from professional services) accounted for 65 percent of the sum of the two categories of income in this country. 

Figure 6 – The ratio of wages to the sum of wages and capital income within the fractiles, and 90-99, 99-99.99 and 99.99-100 (percent): United States 
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In this figure, incomes are determined abstracting from realized capital gains (since they are at the origin of excessive fluctuations). 

All the series in this article are derived from Piketty’s data. In order to ensure a continuous numbering of figures, the above figure is denoted as Figure 6. 

The observations above provide the best possible illustration of the central thesis in this section. Managers appeared in the late 19th century early 20th century as a new middle class, between capitalists and popular classes, and consistently rose toward their position of new upper class. As can be expected, the overlapping with capitalist classes become, year after year, more obvious within the families on top of social hierarchies, where the two categories of determinations are combined, but wages gradually replaced capital incomes. The changing balance of power was clearly expressed in the latter decades, during the period of euphoria that preceded the crisis of 2001 as well as in the crisis of 2008, as mirrored in the fact that, in both cases, high wages were treated more favorably than dividends.
SHOCKS AND SOCIAL ORDERS
Piketty’s overall reading of history is dominated by the mechanics of the macro tendencies of « capital », in the terminology used, subjected to a cluster of shocks. One can, for example, read: “… the postwar period of high growth in Europe and Japan was in reality an almost mechanical consequence of the shocks of the period 1914-1945” (p. 333). Reference is, in addition, made to political events, but they come “orthogonally”. For this framework, we substitute the perspective of “social orders”, defined by specific configurations of class dominations and alliance during lasting periods of a few decades.
The variegated configurations of class dominations and alliances
In our earlier research, we distinguished between three successive social orders along the overall history of managerial capitalism (since the beginning of the 20th century): 1) the first hegemony of “Finance” (the upper fractions of capitalist classes and their financial institutions) up to the Great Depression; 2) the social compromise of the post-World War II decades, or the “social-democratic compromise”, up to the crisis of the 1970s; and 3) the second financial hegemony in neoliberalism. In the two financial hegemonies, a de facto social alliance was struck between capitalists and managers, an alliance to the right; in the postwar compromise, the alliances brought together managers and popular classes, an alliance to the left. 
Piketty insists a lot on the major shock of World War I, as felt in Europe, contrary to the United States. On this issue it is useful to consider the profiles displayed in Figure 7 for France: 1) During those years, the value of lands went on along its declining trend; 2) Rent control may account of the decline of the component Housing; 3) Our first article directly questioned the size of the fall in the value of other capital, of which a large component is the capital of enterprises
; 4) An important fall occurred concerning foreign capital, as the equivalent of one or one year and a half of national income was lost. 
Figure 7 – National wealth and its four components (percent of national income): France
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In Piketty presentations, the various components are gradually cumulated according to a determined order, up to the total. In the figure above, each component is autonomously represented, simultaneously to the total. The national income is used to normalize the variables, thus accounting for the effects of the growth of output and the variations of prices. This is equivalent to measuring wealth as numbers of years of national income. 
The way we characterized the “first financial hegemony” was determined by our investigation of the U.S. society (with the sharp break at the transition between the 19th and 20th centuries in the three revolutions mentioned earlier). The extension to Europe would require important qualifications accounting for the specific features of the continent and the differences among countries. It is noteworthy that the most firmly established aspect of the fall around World War I, namely the fall of foreign capital, is not of the nature of a change in social order, rather a break in the conduct of European imperial domination. 
Even if the notion of social order is alien to his framework, Piketty is familiar with numerous aspects of the social order that followed World War II: the “confiscatory taxation” in the United States, nationalizations in France, the great “erasement” of government debt by inflation in combination with the effects of economic growth after the war, the control of rents, the advance of welfare, and the like. Piketty, however, never takes account of the particular features of enterprise management, specific to the first postwar decades. The same is true of the measures enacted during the New Deal (for example, the separation between commercial and investment banking, or the regulation of interest rates). 
The specific features of the period following the Great Depression and the war were continued during several decades. Consistent with his own approach focusing on the impacts of shocks, Piketty tends to impute their lasting effects to the sudden break in the process of transmission of wealth through inheritance (Ch. 11). There is no questioning the fact that the children of parents from upper classes, whose wealth had been devalued by the crisis and confiscated by taxation, inherited less after the war, but the features of the first postwar decades were not determined by this single original shock, notably the high tax rates were continued to the 1980s (Piketty’s Figure 14.2). The new management procedures and the new policies (notably, as inherited from the New Deal) were prolonged up to the beginnings of neoliberalism. In our view, the period was a social order, lasting from the Great Depression (from and New Deal and the Popular Front in France) to the 1970s, in which we see the outcome of a process of class struggle, given the confrontation of capitalism to its own internal contradictions (as manifest in the depression, the war, and the formation of countries claiming a socialist identity).
A new scenario, symmetrical to the above change in social order, occurred at the end of the 1970s with the establishment of neoliberalism, itself the outcome of an episode of class struggle in which capitalist classes, in alliance with managers, had the edge over popular classes, upsetting the previous configuration of class domination and transforming it to their own benefit. This radical change in social dynamics is also a component of Piketty’s analysis, though very secondarily, under the label of “conservative revolution
”. In Europe, Piketty explains, where the feeling that capital had been set aside had been the strongest, neoliberalism was understood as a comeback of capitalism (even today, “people are still wondering when the evil genie of capitalism will be put back in its bottle” (p. 350). Differences exist here concerning the nature and importance of this revolution (a counter-revolution), as well as its causes. We cannot follow Piketty when he asserts that the conservative revolution, to a large extent, was the outcome of the growing consciousness by old countries of the gradual decline of their international hegemony. 
In a similar manner, Piketty sees in the demand for high returns on the part of enterprises, in neoliberalism, a consequence of globalization: High remunerations are required in order to attract capital in international competition—a puzzling inversion of the direction of causation, since, in our view, the free mobility of capital worldwide was one of the weapons used in the neoliberal reconquest (an early process). 

Wage inequality from one social order to the other 
Our thesis is that the distinction between social orders plays a key role in the interpretation of the profile of inequality. In the study of inequality, one must distinguish between income and wealth inequality. This section specifically discusses the impact of the changes in social order concerning one component of income inequality, namely, wage inequality.
 The issue of wealth inequality will be addressed in a subsequent section, in relation to the process Piketty denotes as the “comeback of capital”. 
In the upward trend of wage inequality within Anglo-Saxon neoliberalism, it is the comparative rise of the wages of upper classes (the upper 10 percent) that is the main issue, and secondarily the specific features of wage inequality within the upper fractions of wage earners:

1) The gap between the wages of the 10 percent upper fraction in the hierarchy of total wages and the wages of the rest of the population (the 90 percent) increased dramatically in the United States (and in the United Kingdom). The average purchasing power of the bulk of wage earners remained approximately stagnant in this country since the 1970s, while the purchasing power of the upper 10 percent went on rising along the trajectory initiated after World War II. 
2) The hierarchy of wages within the upper 10 percent of wages (mostly managers) was also affected by the succession of social orders. An examination of the wages accruing to three components of the group reveals the following important features: a) The share of total wages earned by the 9 percent, thus excluding the top 1 percent, increased moderately between World War II and neoliberalism; b) In those years, the share of the top 1 percent stagnated or slightly diminished; c) A dramatic widening of the hierarchy occurred from the 1970s onward—ten years prior to neoliberalism—with the explosion of the comparative share of the 0.01 percent that was prolonged during the neoliberal decades, as already suggested in Figure 6; d) This rise reached a maximum prior to the crisis of 2001, introducing to a phase of partial regression. 

These features directly echo the distinct natures of the various social orders: 
1) the rather parallel rise of the incomes and purchasing powers of managers and popular classes in the postwar compromise; 
2) the decline of the share in total wages of the 90 percent in the lower part of wage hierarchies and the stagnation of their purchasing power during neoliberal decades. 

3) the “take-off” of very high wages, one of the first symptoms of the end of the postwar social compromise;

4) then, the (Anglo-Saxon) neoliberal excesses in these two respects, the manifestation of the new alliance at the top;

5) a trend maintained up to the late 1990s, when unsustainable levels (one of the causes of the 2001 crisis) were reached. 
How to account for the rise of upper wages and the dilation of differences at the top? Moving upward in the hierarchy of wages, we move closer to what we denote as the “interface between ownership and management”, where the agents (financial managers) of the owners of capital and upper management interact. This is where the bargaining power of these managers is expressed in the determination of their “compensation”.
 

A comparison between the United States and France shows that the two features—the rising share of high wages with top income fractiles and the rising trend of inequality—are tightly linked. The two tendencies prevailed in the United States since the 1970s-1980s, while neither tendency can be observed in France. 

Top incomes in neoliberalism 

Figure 3 provided a very clear illustration of the rising trend of income (wages and capital income) inequality within the countries of Anglo-Saxon neoliberalism. The fluctuations observed in Figure 6 in the respective shares of wages and capital income within top incomes (the 0.01 percent), to some extent, confuse the trends that prevailed during the two latter decades. One can, we believe, conclude in favor of a form of stabilization of the split between the two categories of incomes. Thus, beyond the secular managerial tendency, the two categories of incomes (very high wages and capital income) sail together at high speed, the image of the class foundations of the new class compromise at the top. It is, however, important to stress that this assessment of the situations of the two classes in the winning alliance, capitalists-managers, is subject to the hypothesis that tax evasion only hides a moderate fraction of top incomes and wealth—what we judge not obvious.
 
Although wage inequality in France did not follow the tract observed in Anglo-Saxon countries, or only slightly, one can observe in this country a significant rise of capital income, notably dividends, which echoes the tendencies inherent in neoliberalism. The amplitude of the movement was not sufficient, however, to cause a rise of income inequality as in Figure 3. This observation again emphasizes, if necessary, the outstanding predominant role played by high wages in the formation of income inequality. 
The overall conclusion of the above analysis is that, beyond the rise of wage income at the top, neoliberalism also induced a trend upward in capital income. This was actually one among its main class objectives. The difficulty here is to grasp the features of this great comeback of capitalist classes in neoliberalism, which developed on the backdrop of the evolution of production relations inherent in the dynamics of managerial capitalism. This complex pattern is the outcome of the strategy of reconquest (or survival) on the part of capitalist classes, and of the ultimate merger at the top of class hierarchies in this “neoliberal managerial capitalism”.
COMEBACK OF CAPITAL—COMEBACK OF UPPER CLASSES 
A central theme in Capital in the Twenty-First Century is the « comeback of capital », and it is in such terms that the overall analysis is the most frequently summarized in the numerous reviews of the book. Two distinct aspects are involved. First, taking the expression in the strict sense, the value of wealth stocks—its ratio to national income—displayed an upward trend during the most recent decades. In the logic of Piketty’s framework, this trend is viewed as the expression of a process of enrichment of the owners of capital. The notion of a “comeback” suggests that the new trend followed an earlier temporary decline. This is the meaning of Piketty’s U curves, accounting schematically for the sequence of three phases, namely the fall observed during World War I, the low levels after World War II and, finally, the new rise during the latter decades (Figure 7). Knowing that wealth is unevenly distributed within the overall population, the comeback of capital tends to be intuitively assimilated to the establishment of a new upward trend of wealth inequality and, even, by extension, of income inequality, in what would define the second facet of this comeback. The true nature of capitalism would, thus, be reestablished, again generating inequality after the temporary suspension of the tendency during a few decades. 

The section first approaches sequentially the components of wealth involved in the comeback of capital; actually, only housing and other capital, since agricultural land has, long ago, been disqualified and net foreign capital is low. Time will then be ripe to address the potential manifestation of the comeback of capital in the upper trend of wealth inequality, whose investigation was set side in the previous section. Taking account of the gradual transformation of production relations, we will finally put forward the alternative thesis of a joint comeback of upper classes, capitalists and managers, supported by the new class alliance at the top. 
Theory of wealth—Theory of capital
As a preliminary to this analysis, the existence of a basic theoretical disagreement must be emphasized. We do not accept the reference to a single theoretical framework susceptible of accounting for the dynamics of the various components of wealth within capitalism and, even less, over three centuries of history. At issue here is Piketty’s great law of wealth accumulation, β=s/g, which links the ratio, β, of wealth to national income, to the rate of saving, s, and the rate of growth, g, of the economy, which our first article already criticized as general theory of wealth accumulation. 
There is no other way of accounting for the secular dynamics of the mode of production than the original reliance on the theory of capital—“capital”, as it is most commonly meant, in its relation to production—then, possibly, extending the framework to the consideration of the other components of wealth (lands and housings). 
 Piketty does not proceed in this manner, namely by the gradual extension of a core framework accounting for the basic nature of production relations—capital and incomes (wages and profits), the form taken by these incomes in capitalism, the prices of resources that express the capitalization of a set of these incomes (rents), the securities (stocks, bonds, and the like) that support ownership, the inner tendencies of the mode of production, etc.—but by the undue extension of the model of accumulation of savings. Even the title of the book, Capital in the Twenty-First Century, manifests the ambiguous character of the endeavor, since “capital” would be hardly mentioned in the book if the term and notion were not used as substitutes for “wealth”. 
Housing 
Within Piketty’s data, the comeback of capital in the housing sector is a European phenomenon, described mostly for the United Kingdom and France. In 2010, this wealth stock, sharply rising in those years, amounted to 61 percent of national wealth in France (Figure 7). Our main comment here is that Piketty’s framework cannot account for this rise. His analysis of the determination of the value of a stock of wealth by the accumulation of savings (supplemented by price effects explaining the pattern of fluctuation) cannot be applied to non-reproducible resources such as agricultural or housing land, whose variation of prices is governed by the trends of ground rents (as in housing in large cities), much more than by the price of construction. 
There is no other option, we believe, than to acknowledge our inability to account within a simple theoretical model for the trends observed, beyond the mere observation of the rising price of building land. It would be, in any case, difficult to understand how the rising price of housing could be pinned on the low growth rates of the economy (a low g in β=s/g), all the more that Piketty explains the slow growth of output by the slow advance of the demography (that should slow down the growth of the demand for housing). 
From other capitals to production capital
Concerning other capitals, in our first article we showed that the profile observed in the United States basically reproduces the profile of the ratio of enterprises’ fixed capital to national income. The present section still abstracts from the variation of the price of stocks, supposed to match the value of enterprises. (Contrary to the case of housing above, this simplifying assumption appears more plausible here, given that Tobin q coefficient, which relates the capitalization of corporations in the stock market to their accounting value, fluctuates around 1 in the very long run.) 

A difficulty, specific to the analysis of other capital, is that the national income, used to normalize all variables, is equal to production. The procedure of normalization is here problematic, since the stock of fixed capital and the national product can in no way be considered independent variables. The reason is that fixed capital is used in production. The nature of the relationship is easy to grasp, noting that the ratio between the two variables is nothing else than the inverse of the productivity of capital, a parameter describing the technique of production (that must always be understood as a “techno-organization”, including the institutional forms of organization and management).

The secular profile of capital productivity in the United States is, for us, a familiar pattern: its rise from World War I to the 1960s, followed by its later decline (differed in the United States during the 1990s by the boom of information technologies, and later reestablished). We interpret the upward trend during the first phase as the expression of the rising efficiency caused by the managerial revolution, and the subsequent downward trend as the reaffirmation of a fundamental tendency in capitalism, in which the progress of the productivity of labor are “paid” by costly investments in capital
.
Piketty, thus, believing that he merely supplies an estimate of wealth normalized by national income, actually describes a feature of the technology used in production, which he interprets in terms of enrichment or impoverishment. The interpretation of the rise of other capital as a “comeback” is, actually, more than an illusion, it is an inversion. The decline of fixed capital with respect to output during the first decades following World War II meant an increased of the output that could be produced on the basis of a given capital stock, that is, a tendency beneficial to owners instead of their impoverishment; symmetrically, the opposite is true of the increase of the ratio (a decline of the output that can be produced on the basis of a given capital stock), from the 1970s onward, which expressed the exhaustion of a favorable trajectory of technical change and a return to the trends manifest during the last decades of the 19th century, nothing of an enrichment. A similar line of reasoning could be reproduced concerning European countries, but Piketty’s data do not appear reliable. The confusion reaches its apex when the variations of wealth stocks are imputed to what we denote as social orders (see the box below).
The misdirected obvious statements of Capital in the Twenty-First Century: Wealth and political shocks
The following summary is introduced at the beginning of the book:

[1] Briefly, the shocks that buffeted the economy in the period 1914-1945—World War I, the Bolshevik Revolution of 1917, the Great Depression, World War II, and the consequent advent of new regulatory and tax policies along with controls of capital—reduced capital’s share of income to historically low levels in the 1950s. Very soon, however, capital began to reconstitute itself. The growth of capital’s share accelerated with the victories of Margaret Thatcher in England in 1979 and Ronald Reagan in the United States in 1980, marking the beginning of a conservative revolution. Then, came the collapse of the Soviet bloc in 1989, followed by financial globalization and deregulation in the 1990s. All of these events marked a political turn in the opposite direction from that observed in the first half of the twentieth century. By 2010, and despite the crisis that began in 2007-2008, capital was prospering as it had not done since 1913. Not all of the consequences of capital’s renewed prosperity were negative; to some extent it was a natural and desirable development. (p. 42)
In an article devoted to inheritance, Piketty wrote:

[2] In effect, the 1914-1945 political and military shocks generated an unprecedented wave of anticapital policies, which had a much larger impact on private wealth than the war themselves.
 

These extracts strikingly illustrate the contents and degrees of our disagreements.
 The above line of argument could, for example, match the effects of the control of rents, but the list of measures in the first quotation and the scope of the statement in the second quotation show that the field contemplated is much broader. Beyond the confusion between the logics of enrichment-impoverishment and the forms of technical change, as described above, the first extracts shows that Piketty imputes, counter wise, the fate of capital to the characters of what we call social orders. The apparent obvious character of the argument cannot be more misleading , as a social order politically adverse to capital (as after World War II) is associated with a comparatively low value of the capital stock (impoverishment), while a social order favorable to capital (as neoliberalism) is associated with a comparatively elevated value of capital (enrichment). But the entire statement, in its two facets, is wrong. 
Piketty seems, notably, not to be aware of the fact that profit rates were comparatively high after World War II, depressed in the 1970s, and not specifically high in neoliberalism: Sixty years of capitalism upside down. The effects of social orders were not felt in the technical-distributional profiles of basic variables, rather the contrary, but in the access of capitalist classes to profits. 
Wealth inequality
Piketty considers simultaneously the rise of national wealth and the concentration of wealth in favor of the wealthiest segments of the population. The question must, therefore, be raised whether the comeback of capital can be associated with a rising trend of wealth inequality (indirectly, with a corresponding rising income inequality)?
A preliminary statement is that, given the precarious character of the data involved, it would be worth discussing the upward trend of wealth inequality from 1700 to 1914 (Figure 2). The existence of such a tendency implies that the degrees of inequality were lower in the society of the Ancien Régime than in the industrializing society of the late 19th century, what is far from obvious. 
	The concentration of wealth in the United States and France 

Shares in national wealth owned by the upper fractiles of the population

	
	United States
	France

	
	90-100
	99-100
	90-100
	99-100

	1960
	67 percent
	31 percent
	70 percent
	32 percent

	2010
	72 percent
	34 percent
	62 percent
	24 percent


The table recalls some the findings in Figure 2 concerning the possible upward trend of the shares of national wealth owned by the two fractiles 90-100 and 99-100 (the 10 percent and 1 percent) between 1960 and 2010. (In Piketty’s data, the year 1960 marked the minimum of the concentration of wealth in the United States.) These figures show that the return of the concentration of wealth remains, today, limited in the United States; in France, the percentages were still lower in 2010 than in 1960. The distinct patterns in the two countries can probably be imputed to the rising income inequality in the United States, which does not exist in France. One, thus, observes that the return of housing wealth in France (by far the main component of the comeback of capital, the consequence of rising rents) did not entail any progression of wealth inequality, actually a decline. The same is, correlatively, true of the share of rents in the total income (stabilized around 6 percent) of the upper income fractiles of the population in this country since 1990, despite the sharp rise of the total share of ground rents in national income since (Piketty’s Figure 6.7). 
The limited rise of wealth concentration in the United States and the continuing decline in France must be linked to the process of formation of a “patrimonial middle class”, as described by Piketty (p. 346). The middle class, located between the 10 percent and the 50 percent of income hierarchies, is now able to accumulate wealth (notably by the purchase of homes on mortgage loans). When the ratio is made of the wealth of upper fractiles to the total wealth, the growing share of this intermediate wealth diminishes the degrees of concentration. 
Anglo-Saxon neoliberalism: The concentration of control 
As contended earlier, two distinct categories of relations of production are now involved in the analysis of contemporary societies, namely the relations expressed in capitalist ownership (the ownership of the means of production) and the relations of “supervision” (the control of the means of production). Within Anglo-Saxon neoliberalism, a relationship of cooperation between upper classes was established on the basis of this ownership-control of the means of production, whose outcome was an outstanding capability to impose class hierarchies. Specific very efficient institutional and political features are involved here, in which the alliance at the top and domination vis-à-vis the remainder of the population are combined in an overall capitalist-managerial framework, as well as the comparative weakness of class struggle. 
The upward trend of income inequality is not the single distinctive feature of Anglo-Saxon neoliberal countries. The tasks required by the management of real and financial assets are performed within a gigantic web of financial institutions worldwide; the networks of high management (the top managers that are directly involved in the management of nonfinancial corporations and that may participate in various boards of managers) were dissolved in order to strengthen the power of the agents (a category of top financial managers) of shareholders. The configuration of the institutional framework is typically capitalist, and this explains why we jointly consider large financial institutions and capitalist classes under the label of Finance. The interests of large shareholders are best served, and the power of high managers, notably the managers of large financial institutions, is maximal. The fundamental feature typical of Anglo-Saxon neoliberalism is, however, the astounding concentration of control within a simultaneously capitalist and managerial institutional structure.
 The “take off” of top wages and the dilation of the hierarchies of wages in the countries considered, as described earlier, are additional features, which match in a rather unsurprising manner these institutional features. Such a framework has never been really established in continental Europe for reasons that we tried to analyze in other works. 

One must finally mention that the epithet “Anglo-Saxon” quite appropriately emphasizes the imperialist aspect of the framework, since the above institutions are actually centered in the United States, and the United Kingdom plays the role of transmission belt. 

DEMOCRAT AND SOCIAL “MERITOCRATS”, AND THE CLASS OF MANAGERS
The conclusion of our first article emphasized the progressive aspects of the political perspectives opened by Capital in the Twenty-First Century. The horizon is that of a meritocratic society. The capitalist ownership of the means of production (in particular, its most passive form, that of the “rentiers”) is the straightforward antithesis of meritocracy, and this is the reason why Piketty denounces this return behind the comeback of capital.
 And this meritocracy is also “social” (in the sense of “welfare”), at the opposite of contemporary trends, and this means a lot. If they were in power today, the task of meritocrats would be huge. They would have to put a halt on the fundamental tendency, which Piketty imputes on capitalism, to increase the levels of inequality and stimulate anew the accumulation of wealth and its concentration since the 1970s. More generally, they would have to acquire sufficient control over capitalist ownership and impose progressive dynamics. But many ambiguous aspects remain to be resolved concerning both production relations and class patterns. What is the social nature of this meritocratic society? Does it stand beyond capitalism, or is it a moderate form of capitalism? Would it remain a class society? 
In our view, a meritocracy is a new class society, a managerialism (cadrisme), and this judgment basically alters the assessment of its potential social virtues. “Skills” are also instruments of domination and exploitation; the advance of social progress toward the final objective of the emancipation of popular classes is not a natural inclination of managerialism, rather the contrary; only in a classless society would democracy escape manipulations. It is easy to move here even one step further. What if, rather than a typically capitalist perversion, the propensity to generate rising inequality inherent in Anglo-Saxon neoliberalism was an inclination specific to the meritocrats-managers at the top of social hierarchies—to various degrees, to all meritocrats-managers—and to be called to be generalized?
The notion of social order is sorely lacking in Capital in the Twenty-First Century. The meritocrats-managers are, today, at the center of the political stage; class alliances are established at the top of class patterns in neoliberalism, to the right; while in the social order that prevailed after World War II, they had—under the impetus of the worker movement and the internal contradictions of capitalism—swung to the left. Besides the recognition of the class nature of meritocracy, how would it be possible, however, to resolve these ambiguities without making of the fact that the politics of a meritocracy-managerialism can lean to the right or left the central issue in the debate?
Such is the horizon of Capital in the Twenty-First Century. Only capitalist dynamics are identified and criticized, all temporary alterations being the effects of shocks; these dynamics command future prospects. Farewell to the metamorphosis of relations of production; farewell to the class position of the meritocrats-managers; farewell to class struggle. The meritocratic and social society should, one day, prevail, because it would be a « nice » alternative to capitalism always prompt to be born again out of its ashes (its rubbles). 
What distinguishes our political horizon from that put forward by Piketty—despite the obvious convergence concerning the involvement of managers (as contended in our first article)—might now appear more clearly. In a social compromise to the left, we see a necessary transition, along which progressive dynamics might only emerge as the outcome of the disentangling of a complex web of partly converging and partly contradictory interests, the final outcome being fraught with considerable uncertainty. The new society would not be a “gift” of meritocrats to popular classes; the horizon of such an ambitious endeavor, even successful, would anyhow remain bounded by its class nature. 
� This is the term used in the English translation of the book, despite its ambiguous character. 


� Below we will not explicitly refer to our earlier work, notably: Duménil Gérard et Lévy Dominique, The Crisis of Neoliberalism, Cambridge MA, Harvard University Press, 2011; and La Grande Bifurcation, Paris, La Découverte, 2014.


� In the original French edition, the two words “patrimoine” (wealth) and “capital” are used as equivalent. We would rather restrict the reference to “capital” to the capital of enterprises or securities (stocks, bonds, and the like), excluding land and housing. Consequently, “capital income” would be more adequately expressed here as “income on wealth” (revenu du patrimoine). 


� Thomas Piketty’s Economics: Measuring Wealth and Wealth Inequality                               (http://www.jourdan.ens.fr/levy/dle2014h.pdf).





� One problem with the use of the term “managerial” is that the expression “managerial capitalism” has been used in reference to capitalism during the first decades after World War II in the United States (as in John Kenneth Galbraith’s “technostructure”), while we use the phrase to refer to capitalism in the 20th and 21st century, after the managerial revolution at the beginning of the 20th century. 





� The title of the the section Méritocratie et oligarchie à l’université, pp. 777-782, in the French edition has been omitted in the English translation.


� 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 net wealth. 


� pp. 42, 98, 138, 333, and 511.


� In this analysis we leave aside the income of independent workers, whose historical decline manifests the comparative growth of big business. 


� Piketty considers the interpretation of these high compensations in terms of individual “productivity” as “naïve” (p. 525). That is the least one can say. See also the discussion in which Piketty contends that top wages cannot be explained by a straightforward relationship to diplomas (p. 314), or that the link is weak with the performances of enterprises (p. 334)


� The issue is discussed in relation to the wealth of nations (p. 465). See Zucman, G. La Richesse cachée des nations, Le Seuil-La République des idées, Paris, 2013.





� Thomas Piketty’s Economics, op. cit., note 2.


� We express the (apparent) productivity of capital as the ratio of output to the stock of fixed capital, both variables being measured in nominal terms. 


� This is where the relationship with Marx’s theory of the tendencies of technical and distributional changes in capitalism is the tightest (see the section Back to Marx and the falling rate of profit, p. 227; see also p. 7). Piketty describes his understanding of Marx’s framework. The main criticism is the absence of the notion of “structural growth”, supported by the progress of labor productivity (that Piketty links to a structural theory of overaccumulation, attributed to Marx). Obviously, this interpretation cannot be defended. This discussion must also be related to the investigation in the previous section of Capital in the Twenty-First Century concerning the controversy between the “two Cambridges”, since the two discussions converge. Piketty seems not to be aware of the mechanics of the rising composition of capital in Marx’s work, which underlie the “law of capitalist accumulation” in the last parts of Volume I and the study of tendencies in Volume III of Capital.





� Piketty T., On the Long-Run Evolution of Inheritance: France 1820-2050, The Quarterly Journal of Economics, Vol. CXXVI, #3, 1071-1131, p. 1095.


� The French text has been significantly modified in the English translation. The commentary below has been adapted. 


� See the La Grande Bifurcation, Chapter 7.


� Never radically, however, as obvious in the last sentence of the first extract in the box. 





