
FIGURE I.1.   Income inequality in the United States, 1910–2010
The top decile share in US national income dropped from 45–50 percent in the 1910s–1920s to less than 35 percent in the
1950s (this is the fall documented by Kuznets); it  then rose from less than 35 percent in the 1970s to 45–50 percent in the
2000s–2010s.
Sources and series: see piketty.pse.ens.fr/capital21c.

I will show that this spectacular increase in inequality largely reflects an unprecedented explosion
of very elevated incomes from labor, a veritable separation of the top managers of large firms from
the rest of the population. One possible explanation of this is that the skills and productivity of these
top managers rose suddenly in relation to those of other workers. Another explanation, which to me
seems more plausible and turns out to be much more consistent with the evidence, is that these top
managers by and large have the power to set their own remuneration, in some cases without limit and
in many cases without any clear relation to their individual productivity, which in any case is very
difficult to estimate in a large organization. This phenomenon is seen mainly in the United States and
to a lesser degree in Britain, and it may be possible to explain it in terms of the history of social and
fiscal norms in those two countries over the past century. The tendency is less marked in other
wealthy countries (such as Japan, Germany, France, and other continental European states), but the
trend is in the same direction. To expect that the phenomenon will attain the same proportions
elsewhere as it has done in the United States would be risky until we have subjected it to a full
analysis—which unfortunately is not that simple, given the limits of the available data.
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The Fundamental Force for Divergence: r > g
The second pattern, represented in Figure I.2, reflects a divergence mechanism that is in some ways
simpler and more transparent and no doubt exerts greater influence on the long-run evolution of the
wealth distribution. Figure I.2 shows the total value of private wealth (in real estate, financial assets,
and professional capital, net of debt) in Britain, France and Germany, expressed in years of national
income, for the period 1870–2010. Note, first of all, the very high level of private wealth in Europe in
the late nineteenth century: the total amount of private wealth hovered around six or seven years of
national income, which is a lot. It then fell sharply in response to the shocks of the period 1914–1945:
the capital/income ratio decreased to just 2 or 3. We then observe a steady rise from 1950 on, a rise
so sharp that private fortunes in the early twenty-first century seem to be on the verge of returning to
five or six years of national income in both Britain and France. (Private wealth in Germany, which
started at a lower level, remains lower, but the upward trend is just as clear.)

This “U-shaped curve” reflects an absolutely crucial transformation, which will figure largely in
this study. In particular, I will show that the return of high capital/income ratios over the past few
decades can be explained in large part by the return to a regime of relatively slow growth. In slowly
growing economies, past wealth naturally takes on disproportionate importance, because it takes only
a small flow of new savings to increase the stock of wealth steadily and substantially.

If, moreover, the rate of return on capital remains significantly above the growth rate for an
extended period of time (which is more likely when the growth rate is low, though not automatic),
then the risk of divergence in the distribution of wealth is very high.

This fundamental inequality, which I will write as r > g (where r stands for the average annual rate
of return on capital, including profits, dividends, interest, rents, and other income from capital,
expressed as a percentage of its total value, and g stands for the rate of growth of the economy, that
is, the annual increase in income or output), will play a crucial role in this book. In a sense, it sums up
the overall logic of my conclusions.

FIGURE I.2.   The capital/income ratio in Europe, 1870–2010
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The Global Distribution of Production
I begin by examining the evolution of the global distribution of production, which is relatively well
known from the early nineteenth century on. For earlier periods, estimates are more approximate, but
we know the broad outlines, thanks most notably to the historical work of Angus Maddison,
especially since the overall pattern is relatively simple.

From 1900 to 1980, 70–80 percent of the global production of goods and services was
concentrated in Europe and America, which incontestably dominated the rest of the world. By 2010,
the European–American share had declined to roughly 50 percent, or approximately the same level as
in 1860. In all probability, it will continue to fall and may go as low as 20–30 percent at some point in
the twenty-first century. This was the level maintained up to the turn of the nineteenth century and
would be consistent with the European–American share of the world’s population (see Figures 1.1
and 1.2).

In other words, the lead that Europe and America achieved during the Industrial Revolution
allowed these two regions to claim a share of global output that was two to three times greater than
their share of the world’s population simply because their output per capita was two to three times
greater than the global average.  All signs are that this phase of divergence in per capita output is
over and that we have embarked on a period of convergence. The resulting “catch-up” phenomenon
is far from over, however (see Figure 1.3). It is far too early to predict when it might end, especially
since the possibility of economic and/or political reversals in China and elsewhere obviously cannot be
ruled out.

FIGURE 1.1.   The distribution of world output, 1700–2012
Europe’s GDP made 47 percent of world GDP in 1913, down to 25 percent in 2012.
Sources and series: see piketty.pse.ens.fr/capital21c.
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FIGURE 1.2.   The distribution of world population, 1700–2012
Europe’s population made 26 percent of world population in 1913, down to 10 percent in 2012.
Sources and series: see piketty.pse.ens.fr/capital21c.

FIGURE 1.3.   Global inequality, 1700–2012: divergence then convergence?
Per capita GDP in Asia-Africa went from 37 percent of world average in 1950 to 61 percent in 2012.
Sources and series: see piketty.pse.ens.fr/capital21c.

60

http://piketty.pse.ens.fr/capital21c
http://piketty.pse.ens.fr/capital21c


62



Global Inequality: From 150 Euros per Month to 3,000 Euros per Month
To sum up, global inequality ranges from regions in which the per capita income is on the order of
150–250 euros per month (sub-Saharan Africa, India) to regions where it is as high as 2,500–3,000
euros per month (Western Europe, North America, Japan), that is, ten to twenty times higher. The
global average, which is roughly equal to the Chinese average, is around 600–800 euros per month.

These orders of magnitude are significant and worth remembering. Bear in mind, however, that the
margin of error in these figures is considerable: it is always much more difficult to measure
inequalities between countries (or between different periods) than within them.

For example, global inequality would be markedly higher if we used current exchange rates rather
than purchasing power parities, as I have done thus far. To understand what these terms mean, first
consider the euro/dollar exchange rate. In 2012, a euro was worth about $1.30 on the foreign
exchange market. A European with an income of 1,000 euros per month could go to his or her bank
and exchange that amount for $1,300. If that person then took that money to the United States to
spend, his or her purchasing power would be $1,300. But according to the official International
Comparison Program (ICP), European prices are about 10 percent higher than American prices, so
that if this same European spent the same money in Europe, his or her purchasing power would be
closer to an American income of $1,200. Thus we say that $1.20 has “purchasing power parity” with
1 euro. I used this parity rather than the exchange rate to convert American GDP to euros in Table
1.1, and I did the same for the other countries listed. In other words, we compare the GDP of
different countries on the basis of the actual purchasing power of their citizens, who generally spend
their income at home rather than abroad.

FIGURE 1.4.   Exchange rate and purchasing power parity: euro/dollar
In 2012, 1 euro was worth $1.30 according to current exchange rate, but $1.20 in purchasing power parity.
Sources and series: see piketty.pse.ens.fr/capital21c.
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(European Union, United States, Canada, and Japan) in global income was 46 percent in 2012 if we
use purchasing power parity but 57 percent if we use current exchange rates.  The “truth” probably
lies somewhere between these two figures and is probably closer to the first. Still, the orders of
magnitude remain the same, as does the fact that the share of income going to the wealthy countries
has been declining steadily since the 1970s. Regardless of what measure is used, the world clearly
seems to have entered a phase in which rich and poor countries are converging in income.

FIGURE 1.5.   Exchange rate and purchasing power parity: euro/yuan
In 2012, 1 euro was worth 8 yuan according to current exchange rate, but 5 yuan in purchasing power parity.
Sources and series: see piketty.pse.ens.fr/capital21c.
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Growth over the Very Long Run
Before turning to present trends, I will go back in time and present the stages and orders of magnitude
of global growth since the Industrial Revolution. Consider first Table 2.1, which indicates growth
rates over a very long period of time. Several important facts stand out. First, the takeoff in growth
that began in the eighteenth century involved relatively modest annual growth rates. Second, the
demographic and economic components of growth were roughly similar in magnitude. According to
the best available estimates, global output grew at an average annual rate of 1.6 percent between 1700
and 2012, 0.8 percent of which reflects population growth, while another 0.8 percent came from
growth in output per head.

Such growth rates may seem low compared to what one often hears in current debates, where
annual growth rates below 1 percent are frequently dismissed as insignificant and it is commonly
assumed that real growth doesn’t begin until one has achieved 3–4 percent a year or even more, as
Europe did in the thirty years after World War II and as China is doing today.

In fact, however, growth on the order of 1 percent a year in both population and per capita output,
if continued over a very long period of time, as was the case after 1700, is extremely rapid, especially
when compared with the virtually zero growth rate that we observe in the centuries prior to the
Industrial Revolution.

Indeed, according to Maddison’s calculations, both demographic and economic growth rates
between year 0 and 1700 were below 0.1 percent (more precisely, 0.06 percent for population growth
and 0.02 percent for per capita output).

To be sure, the precision of such estimates is illusory. We actually possess very little information
about the growth of the world’s population between 0 and 1700 and even less about output per head.
Nevertheless, no matter how much uncertainty there is about the exact figures (which are not very
important in any case), there is no doubt whatsoever that the pace of growth was quite slow from
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The Law of Cumulative Growth
In order to understand this argument better, it may be helpful to pause a moment to consider what
might be called “the law of cumulative growth,” which holds that a low annual growth rate over a
very long period of time gives rise to considerable progress.

Concretely, the population of the world grew at an average annual rate of barely 0.8 percent
between 1700 and 2012. Over three centuries, however, this meant that the global population
increased more than tenfold. A planet with about 600 million inhabitants in 1700 had more than 7
billion in 2012 (see Figure 2.1). If this pace were to continue for the next three centuries, the world’s
population would exceed 70 billion in 2300.

To give a clear picture of the explosive effects of the law of cumulative growth, I have indicated in
Table 2.2 the correspondence between the annual growth rate (the figure usually reported) and the
long-term growth multiplier. For example, a growth rate of 1 percent per year will multiply the
population by a factor of 1.35 after thirty years, 3 after one hundred years, 20 after three hundred
years, and more than 20,000 after one thousand years. The simple conclusion that jumps out from
this table is that growth rates greater than 1–1.5 percent a year cannot be sustained indefinitely
without generating vertiginous population increases.

FIGURE 2.1.   The growth of world population, 1700–2012
World population rose from 600 million inhabitants in 1700 to 7 billion in 2012.
Sources and series: see piketty.pse.ens.fr/capital21c.

We see clearly how different choices of time frame lead to contradictory perceptions of the
growth process. Over a period of one year, 1 percent growth seems very low, almost imperceptible.
People living at the time might not notice any change at all. To them, such growth might seem like
complete stagnation, in which each year is virtually identical to the previous one. Growth might
therefore seem like a fairly abstract notion, a purely mathematical and statistical construct. But if we
expand the time frame to that of a generation, that is, about thirty years, which is the most relevant
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increase in just over two centuries, as mentioned earlier. The crucial difference, obviously, is that the
demographic growth of the New World was largely due to immigration from other continents,
especially Europe, whereas the 1.5–2 percent growth in Asia and Africa is due entirely to natural
increase (the surplus of births over deaths).

As a consequence of this demographic acceleration, global population growth reached the record
level of 1.4 percent in the twentieth century, compared with 0.4–0.6 percent in the eighteenth and
nineteenth centuries (see Table 2.3).

It is important to understand that we are just emerging from this period of open-ended
demographic acceleration. Between 1970 and 1990, global population was still growing 1.8 percent
annually, almost as high as the absolute historical record of 1.9 percent achieved in the period 1950–
1970. For the period 1990–2012, the average rate is still 1.3 percent, which is extremely high.

According to official forecasts, progress toward the demographic transition at the global level
should now accelerate, leading to eventual stabilization of the planet’s population. According to a UN
forecast, the demographic growth rate should fall to 0.4 percent by the 2030s and settle around 0.1
percent in the 2070s. If this forecast is correct, the world will return to the very low-growth regime
of the years before 1700. The global demographic growth rate would then have followed a gigantic
bell curve in the period 1700–2100, with a spectacular peak of close to 2 percent in the period 1950–
1990 (see Figure 2.2).

Note, moreover, that the demographic growth anticipated for the second half of the twenty-first
century (0.2 percent in the period 2050–2100) is entirely due to the continent of Africa (with annual
growth of 1 percent). On the three other continents, the population will probably either stagnate (0.0
percent in America) or decrease (−0.1 percent in Europe and −0.2 percent in Asia). Such a prolonged

3

78



period of negative demographic growth in peacetime would be unprecedented (see Table 2.3).

FIGURE 2.2.   The growth rate of world population from Antiquity to 2100
The growth rate of world population was above 1 percent per year from 1950 to 2012 and should return toward 0 percent by
the end of the twenty-first  century.
Sources and series: see piketty.pse.ens.fr/capital21c.
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Note that an important part of these services, especially in health and education, is generally
financed by taxes and provided free of charge. The details of financing vary from country to country,
as does the exact share financed by taxes, which is higher in Europe, for example, than in the United
States or Japan. Still, it is quite high in all developed countries: broadly speaking, at least half of the
total cost of health and education services is paid for by taxes, and in a number of European countries
it is more than three-quarters. This raises potential new difficulties and uncertainties when it comes to
measuring and comparing increases in the standard of living in different countries over the long run.
This is not a minor point: not only do these two sectors account for more than 20 percent of GDP
and employment in the most advanced countries—a percentage that will no doubt increase in the
future—but health and education probably account for the most tangible and impressive improvement
in standards of living over the past two centuries. Instead of living in societies where the life
expectancy was barely forty years and nearly everyone was illiterate, we now live in societies where it
is common to reach the age of eighty and everyone has at least minimal access to culture.

In national accounts, the value of public services available to the public for free is always estimated
on the basis of the production costs assumed by the government, that is, ultimately, by taxpayers.
These costs include the wages paid to health workers and teachers employed by hospitals, schools,
and public universities. This method of valuing services has its flaws, but it is logically consistent and
clearly more satisfactory than simply excluding free public services from GDP calculations and
concentrating solely on commodity production. It would be economically absurd to leave public
services out entirely, because doing so would lead in a totally artificial way to an underestimate of the
GDP and national income of a country that chose a public system of health and education rather than
a private system, even if the available services were strictly identical.

The method used to compute national accounts has the virtue of correcting this bias. Still, it is not
perfect. In particular, there is no objective measure of the quality of services rendered (although
various correctives for this are under consideration). For example, if a private health insurance system
costs more than a public system but does not yield truly superior quality (as a comparison of the
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With these preliminaries out of the way, what can we say about future growth rates? Some
economists, such as Robert Gordon, believe that the rate of growth of per capita output is destined to
slow in the most advanced countries, starting with the United States, and may sink below 0.5 percent
per year between 2050 and 2100.  Gordon’s analysis is based on a comparison of the various waves
of innovation that have succeeded one another since the invention of the steam engine and
introduction of electricity, and on the finding that the most recent waves—including the revolution in
information technology—have a much lower growth potential than earlier waves, because they are
less disruptive to modes of production and do less to improve productivity across the economy.

Just as I refrained earlier from predicting demographic growth, I will not attempt now to predict
economic growth in the twenty-first century. Rather, I will attempt to draw the consequences of
various possible scenarios for the dynamics of the wealth distribution. To my mind, it is as difficult to
predict the pace of future innovations as to predict future fertility. The history of the past two
centuries makes it highly unlikely that per capita output in the advanced countries will grow at a rate
above 1.5 percent per year, but I am unable to predict whether the actual rate will be 0.5 percent, 1
percent, or 1.5 percent. The median scenario I will present here is based on a long-term per capita
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The Posterity of the Postwar Period: Entangled Transatlantic Destinies
Continental Europe and especially France have entertained considerable nostalgia for what the French
call the Trente Glorieuses, the thirty years from the late 1940s to the late 1970s during which
economic growth was unusually rapid. People still do not understand what evil spirit condemned them
to such a low rate of growth beginning in the late 1970s. Even today, many people believe that the last
thirty (soon to be thirty-five or forty) “pitiful years” will soon come to an end, like a bad dream, and
things will once again be as they were before.

In fact, when viewed in historical perspective, the thirty postwar years were the exceptional
period, quite simply because Europe had fallen far behind the United States over the period 1914–1945
but rapidly caught up during the Trente Glorieuses. Once this catch-up was complete, Europe and the
United States both stood at the global technological frontier and began to grow at the same relatively
slow pace, characteristic of economics at the frontier.

FIGURE 2.3.   The growth rate of per capita output since the Industrial Revolution
The growth rate of per capita output surpassed 4 percent per year in Europe between 1950 and 1970, before returning to
American levels.
Sources and series: see piketty.pse.ens.fr/capital21c.

A glance at Figure 2.3, which shows the comparative evolution of European and North American
growth rates, will make this point clear. In North America, there is no nostalgia for the postwar
period, quite simply because the Trente Glorieuses never existed there: per capita output grew at
roughly the same rate of 1.5–2 percent per year throughout the period 1820–2012. To be sure,
growth slowed a bit between 1930 and 1950 to just over 1.5 percent, then increased again to just over
2 percent between 1950 and 1970, and then slowed to less than 1.5 percent between 1990 and 2012.
In Western Europe, which suffered much more from the two world wars, the variations are
considerably greater: per capita output stagnated between 1913 and 1950 (with a growth rate of just
over 0.5 percent) and then leapt ahead to more than 4 percent from 1950 to 1970, before falling

96

http://piketty.pse.ens.fr/capital21c


The Double Bell Curve of Global Growth
To recapitulate, global growth over the past three centuries can be pictured as a bell curve with a very
high peak. In regard to both population growth and per capita output growth, the pace gradually
accelerated over the course of the eighteenth and nineteenth centuries, and especially the twentieth,
and is now most likely returning to much lower levels for the remainder of the twenty-first century.

There are, however, fairly clear differences between the two bell curves. If we look at the curve
for population growth, we see that the rise began much earlier, in the eighteenth century, and the
decrease also began much earlier. Here we see the effects of the demographic transition, which has
already largely been completed. The rate of global population growth peaked in the period 1950–1970
at nearly 2 percent per year and since then has decreased steadily. Although one can never be sure of
anything in this realm, it is likely that this process will continue and that global demographic growth
rates will decline to near zero in the second half of the twenty-first century. The shape of the bell
curve is quite well defined (see Figure 2.2).

When it comes to the growth rate of per capita output, things are more complicated. It took longer
for “economic” growth to take off: it remained close to zero throughout the eighteenth century, began
to climb only in the nineteenth, and did not really become a shared reality until the twentieth. Global
growth in per capita output exceeded 2 percent between 1950 and 1990, notably thanks to European
catch-up, and again between 1990 and 2012, thanks to Asian and especially Chinese catch-up, with
growth in China exceeding 9 percent per year in that period, according to official statistics (a level
never before observed).

FIGURE 2.4.   The growth rate of world per capita output from Antiquity to 2100
The growth rate of per capita output surpassed 2 percent from 1950 to 2012. If the convergence process goes on, it  will
surpass 2.5 percent from 2012 to 2050, and then will drop below 1.5 percent.
Sources and series: see piketty.pse.ens.fr/capital21c.

What will happen after 2012? In Figure 2.4 I have indicated a “median” growth prediction. In fact,
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this is a rather optimistic forecast, since I have assumed that the richest countries (Western Europe,
North America, and Japan) will grow at a rate of 1.2 percent from 2012 to 2100 (markedly higher
than many other economists predict), while poor and emerging countries will continue the
convergence process without stumbling, attaining growth of 5 percent per year from 2012 to 2030
and 4 percent from 2030 to 2050. If this were to occur as predicted, per capita output in China,
Eastern Europe, South America, North Africa, and the Middle East would match that of the wealthiest
countries by 2050.  After that, the distribution of global output described in Chapter 1 would
approximate the distribution of the population.

In this optimistic median scenario, global growth of per capita output would slightly exceed 2.5
percent per year between 2012 and 2030 and again between 2030 and 2050, before falling below 1.5
percent initially and then declining to around 1.2 percent in the final third of the century. By
comparison with the bell curve followed by the rate of demographic growth (Figure 2.2), this second
bell curve has two special features. First, it peaks much later than the first one (almost a century later,
in the middle of the twenty-first century rather than the twentieth), and second, it does not decrease
to zero or near-zero growth but rather to a level just above 1 percent per year, which is much higher
than the growth rate of traditional societies (see Figure 2.4).

FIGURE 2.5.   The growth rate of world output from Antiquity to 2100
The growth rate of world output surpassed 4 percent from 1950 to 1990. If the convergence process goes on, it  will drop
below 2 percent by 2050.
Sources and series: see piketty.pse.ens.fr/capital21c.

By adding these two curves, we can obtain a third curve showing the rate of growth of total global
output (Figure 2.5). Until 1950, this had always been less than 2 percent per year, before leaping to 4
percent in the period 1950–1990, an exceptionally high level that reflected both the highest
demographic growth rate in history and the highest growth rate in output per head. The rate of
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FIGURE 2.6.   Inflation since the Industrial Revolution
Inflation in the rich countries was zero in the eighteenth and nineteenth centuries, high in the twentieth century, and roughly
2 percent a year since 1990.
Sources and series: see piketty.pse.ens.fr/capital21c.

I will have more to say later about the role played by inflation in the dynamics of wealth
distribution, and in particular about the accumulation and distribution of fortunes, in various periods of
time.

At this stage, I merely want to stress the fact that the loss of stable monetary reference points in
the twentieth century marks a significant rupture with previous centuries, not only in the realms of
economics and politics but also in regard to social, cultural, and literary matters. It is surely no
accident that money—at least in the form of specific amounts—virtually disappeared from literature
after the shocks of 1914–1945. Specific references to wealth and income were omnipresent in the
literature of all countries before 1914; these references gradually dropped out of sight between 1914
and 1945 and never truly reemerged. This is true not only of European and American novels but also
of the literature of other continents. The novels of Naguib Mahfouz, or at any rate those that unfold in
Cairo between the two world wars, before prices were distorted by inflation, lavish attention on
income and wealth as a way of situating characters and explaining their anxieties. We are not far from
the world of Balzac and Austen. Obviously, the social structures are very different, but it is still
possible to orient perceptions, expectations, and hierarchies in relation to monetary references. The
novels of Orhan Pamuk, set in Istanbul in the 1970s, that is, in a period during which inflation had
long since rendered the meaning of money ambiguous, omit mention of any specific sums. In Snow,
Pamuk even has his hero, a novelist like himself, say that there is nothing more tiresome for a novelist
than to speak about money or discuss last year’s prices and incomes. The world has clearly changed
a great deal since the nineteenth century.
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FIGURE 3.1.   Capital in Britain, 1700–2010
National capital is worth about seven years of national income in Britain in 1700 (including four in agricultural land).
Sources and series: see piketty.pse.ens.fr/capital21c.
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The Metamorphoses of Capital in Britain and France
I will begin by looking at changes in the capital structure of Britain and France since the eighteenth
century. These are the countries for which we possess the richest historical sources and have
therefore been able to construct the most complete and homogeneous estimates over the long run.
The principal results of this work are shown in Figures 3.1 and 3.2, which attempt to summarize
several key aspects of three centuries in the history of capitalism. Two clear conclusions emerge.

FIGURE 3.2.   Capital in France, 1700–2010
National capital is worth almost seven years of national income in France in 1910 (including one invested abroad).
Sources and series: see piketty.pse.ens.fr/capital21c.

We find, to begin with, that the capital/income ratio followed quite similar trajectories in both
countries, remaining relatively stable in the eighteenth and nineteenth centuries, followed by an
enormous shock in the twentieth century, before returning to levels similar to those observed on the
eve of World War I. In both Britain and France, the total value of national capital fluctuated between
six and seven years of national income throughout the eighteenth and nineteenth centuries, up to 1914.
Then, after World War I, the capital/income ratio suddenly plummeted, and it continued to fall during
the Depression and World War II, to the point where national capital amounted to only two or three
years of national income in the 1950s. The capital/income ratio then began to climb and has continued
to do so ever since. In both countries, the total value of national capital in 2010 is roughly five to six
years’ worth of national income, indeed a bit more than six in France, compared with less than four in
the 1980s and barely more than two in the 1950s. The measurements are of course not perfectly
precise, but the general shape of the curve is clear.

In short, what we see over the course of the century just past is an impressive “U-shaped curve.”
The capital/income ratio fell by nearly two-thirds between 1914 and 1945 and then more than doubled
in the period 1945–2012.
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Nations and other international organizations, but national accounting is not, and never will be, an
exact science. Estimating public debts and financial assets poses no major problems. By contrast, it is
not easy to set a precise market value on public buildings (such as schools and hospitals) or
transportation infrastructure (such as railway lines and highways) since these are not regularly sold.
In theory, such items are priced by observing the sales of similar items in the recent past, but such
comparisons are not always reliable, especially since market prices frequently fluctuate, sometimes
wildly. Hence these figures should be taken as rough estimates, not mathematical certainties.

In any event, there is absolutely no doubt that net public wealth in both countries is quite small and
certainly insignificant compared with total private wealth. Whether net public wealth represents less
than 1 percent of national wealth, as in Britain, or about 5 percent, as in France, or even 10 percent if
we assume that the value of public assets is seriously underestimated, is ultimately of little or no
importance for present purposes. Regardless of the imperfections of measurement, the crucial fact
here is that private wealth in 2010 accounts for virtually all of national wealth in both countries: more
than 99 percent in Britain and roughly 95 percent in France, according to the latest available estimates.
In any case, the true figure is certainly greater than 90 percent.
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FIGURE 3.3.   Public wealth in Britain, 1700–2010
Public debt surpassed two years of national income in 1950 (versus one year for public assets).
Sources and series: see piketty.pse.ens.fr/capital21c.
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Public Wealth in Historical Perspective
If we examine the history of public wealth in Britain and France since the eighteenth century, as well
as the evolution of the public-private division of national capital, we find that the foregoing description
has almost always been accurate (see Figures 3.3–6). To a first approximation, public assets and
liabilities, and a fortiori the difference between the two, have generally represented very limited
amounts compared with the enormous mass of private wealth. In both countries, net public wealth
over the past three centuries has sometimes been positive, sometimes negative. But the oscillations,
which have ranged, broadly speaking, between +100 and −100 percent of national income (and more
often than not between +50 and −50) have all in all been limited in amplitude compared to the high
levels of private wealth (as much as 700–800 percent of national income).

In other words, the history of the ratio of national capital to national income in France and Britain
since the eighteenth century, summarized earlier, has largely been the history of the relation between
private capital and national income (see Figures 3.5 and 3.6).

FIGURE 3.4.   Public wealth in France, 1700–2010
Public debt is about one year of national income in France in 1780 as well as in 1880 and in 2000–2010.
Sources and series: see piketty.pse.ens.fr/capital21c.

The crucial fact here is of course well known: France and Britain have always been countries
based on private property and never experimented with Soviet-style communism, where the state
takes control of most capital. Hence it is not surprising that private wealth has always dominated
public wealth. Conversely, neither country has ever amassed public debts sufficiently large to radically
alter the magnitude of private wealth.

With this central fact in mind, it behooves us to push the analysis a bit farther. Even though public
policy never went to extremes in either country, it did have a nonnegligible impact on the
accumulation of private wealth at several points, and in different directions.

In eighteenth- and nineteenth-century Britain, the government tended at times to increase private
wealth by running up large public debts. The French government did the same under the Ancien
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Régime and in the Belle Époque. At other times, however, the government tried to reduce the
magnitude of private wealth. In France after World War II, public debts were canceled, and a large
public sector was created; the same was true to a lesser extent in Britain during the same period. At
present, both countries (along with most other wealthy countries) are running large public debts.
Historical experience shows, however, that this can change fairly rapidly. It will therefore useful to
lay some groundwork by studying historical reversals of policy in Britain and France. Both countries
offer a rich and varied historical experience in this regard.

FIGURE 3.5.   Private and public capital in Britain, 1700–2010
In 1810, private capital is worth eight years of national income in Britain (versus seven years for national capital).
Sources and series: see piketty.pse.ens.fr/capital21c.

FIGURE 3.6.   Private and public capital in France, 1700–2010
In 1950, public capital is worth almost one year of national income versus two years for private capital.
Sources and series: see piketty.pse.ens.fr/capital21c.
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Germany: Rhenish Capitalism and Social Ownership
I begin with the case of Germany. It is interesting to compare the British and French trajectories with
the German, especially in regard to the issue of mixed economy, which became important, as noted,
after World War II. Unfortunately, the historical data for Germany are more diverse, owing to the
lateness of German unification and numerous territorial changes, so there is no satisfactory way to
trace the history back beyond 1870. Still, the estimates we have for the period after 1870 reveal clear
similarities with Britain and France, as well as a number of differences.

FIGURE 4.1.   Capital in Germany, 1870–2010
National capital is worth 6.5 years of national income in Germany in 1910 (including about 0.5 year invested abroad).
Sources and series: see piketty.pse.ens.fr/capital21c.

The first thing to notice is that the overall evolution is similar: first, agricultural land gave way in
the long run to residential and commercial real estate and industrial and financial capital, and second,
the capital/income ratio has grown steadily since World War II and appears to be on its way to
regaining the level it had attained prior to the shocks of 1914–1945 (see Figure 4.1).

Note that the importance of farmland in late nineteenth-century Germany made the German case
resemble the French more than the British one (agriculture had not yet disappeared east of the Rhine),
and the value of industrial capital was higher than in either France or Britain. By contrast, Germany on
the eve of World War I had only half as much in foreign assets as France (roughly 50 percent of
national income versus a year’s worth of income for France) and only a quarter as much as Britain
(whose foreign assets were worth two years of national income). The main reason for this is of
course that Germany had no colonial empire, a fact that was the source of some very powerful
political and military tensions: think, for example, of the Moroccan crises of 1905 and 1911, when the
Kaiser sought to challenge French supremacy in Morocco. The heightened competition among
European powers for colonial assets obviously contributed to the climate that ultimately led to the

133

http://piketty.pse.ens.fr/capital21c


FIGURE 4.2.   Public wealth in Germany, 1870–2010
Public debt is worth almost one year of national income in Germany in 2010 (as much as assets).
Sources and series: see piketty.pse.ens.fr/capital21c.

In regard to the accumulation of public assets, the German case is again similar to the French: the
government took large positions in the banking and industrial sectors in the period 1950–1980, then
partially sold off those positions between 1980 and 2000, but substantial holdings remain. For
example, the state of Lower Saxony today owns more than 15 percent of the shares (and 20 percent
of the voting rights, which are guaranteed by law, despite objections from the European Union) of
Volkswagen, the leading automobile manufacturer in Europe and the world.  In the period 1950–1980,
when public debt was close to zero, net public capital was close to one year’s national income in
Germany, compared with barely two years for private capital, which then stood at a very low level
(see Figure 4.3). Just as in France, the government owned 25–30 percent of Germany’s national
capital during the decades of postwar reconstruction and the German economic miracle. Just as in
France, the slowdown in economic growth after 1970 and the accumulation of public debt (which
began well before reunification and has continued since) led to a complete turnaround over the course
of the past few decades. Net public wealth was almost exactly zero in 2010, and private wealth,
which has grown steadily since 1950, accounts for nearly all of national wealth.

3
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FIGURE 4.3.   Private and public capital in Germany, 1870–2010
In 1970, public capital is worth almost one year of national income, versus slightly more than two for private capital.
Sources and series: see piketty.pse.ens.fr/capital21c.

There is, however, a significant difference between the value of private capital in Germany
compared to that in France and Britain. German private wealth has increased enormously since World
War II: it was exceptionally low in 1950 (barely a year and a half of national income), but today it
stands at more than four years of national income. The reconstitution of private wealth in all three
countries emerges clearly from Figure 4.4. Nevertheless, German private wealth in 2010 was
noticeably lower than private wealth in Britain and France: barely four years of national income in
Germany compared with five or six in France and Britain and more than six in Italy and Spain (as we
will see in Chapter 5). Given the high level of German saving, this low level of German wealth
compared to other European countries is to some extent a paradox, which may be transitory and can
be explained as follows.

The first factor to consider is the low price of real estate in Germany compared to other European
countries, which can be explained in part by the fact that the sharp price increases seen everywhere
else after 1990 were checked in Germany by the effects of German reunification, which brought a
large number of low-cost houses onto the market. To explain the discrepancy over the long term,
however, we would need more durable factors, such as stricter rent control.

4
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FIGURE 4.4.   Private and public capital in Europe, 1870–2010
The fluctuations of national capital in Europe in the long run are mostly due to the fluctuations of private capital.
Sources and series: see piketty.pse.ens.fr/capital21c.

In any case, most of the gap between Germany on the one hand and France and Britain on the
other stems not from the difference in the value of the housing stock but rather from the difference in
the value of other domestic capital, and primarily the capital of firms (see Figure 4.1). In other words,
the gap arises not from the low valuation of German real estate but rather from the low stock market
valuation of German firms. If, in measuring total private wealth, we used not stock market value but
book value (obtained by subtracting a firm’s debt from the cumulative value of its investments), the
German paradox would disappear: German private wealth would immediately rise to French and
British levels (between five and six years of national income rather than four). These complications
may appear to be purely matters of accounting but are in fact highly political.

At this stage, suffice it to say that the lower market values of German firms appear to reflect the
character of what is sometimes called “Rhenish capitalism” or “the stakeholder model,” that is, an
economic model in which firms are owned not only by shareholders but also by certain other
interested parties known as “stakeholders,” starting with representatives of the firms’ workers (who
sit on the boards of directors of German firms not merely in a consultative capacity but as active
participants in deliberations, even though they may not be shareholders), as well as representatives of
regional governments, consumers’ associations, environmental groups, and so on. The point here is
not to idealize this model of shared social ownership, which has its limits, but simply to note that it
can be at least as efficient economically as Anglo-Saxon market capitalism or “the shareholder model”
(in which all power lies in theory with shareholders, although in practice things are always more
complex), and especially to observe that the stakeholder model inevitably implies a lower market
valuation but not necessarily a lower social valuation. The debate about different varieties of capitalism
erupted in the early 1990s after the collapse of the Soviet Union.  Its intensity later waned, in part no
doubt because the German economic model seemed to be losing steam in the years after reunification
(between 1998 and 2002, Germany was often presented as the sick man of Europe). In view of
Germany’s relatively good health in the midst of the global financial crisis (2007–2012), it is not out
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FIGURE 4.5.   National capital in Europe, 1870–2010
National capital (sum of public and private capital) is worth between two and three years of national income in Europe in
1950.
Sources and series: see piketty.pse.ens.fr/capital21c.

In fact, the budgetary and political shocks of two wars proved far more destructive to capital than
combat itself. In addition to physical destruction, the main factors that explain the dizzying fall in the
capital/income ratio between 1913 and 1950 were on the one hand the collapse of foreign portfolios
and the very low savings rate characteristic of the time (together, these two factors, plus physical
destruction, explain two-thirds to three-quarters of the drop) and on the other the low asset prices
that obtained in the new postwar political context of mixed ownership and regulation (which
accounted for one-quarter to one-third of the drop).

I have already mentioned the importance of losses on foreign assets, especially in Britain, where
net foreign capital dropped from two years of national income on the eve of World War I to a slightly
negative level in the 1950s. Britain’s losses on its international portfolio were thus considerably greater
than French or German losses through physical destruction of domestic capital, and these more than
made up for the relatively low level of physical destruction on British soil.

The decline of foreign capital stemmed in part from expropriations due to revolution and the
process of decolonization (think of the Russian loans to which many French savers subscribed in the
Belle Époque and that the Bolsheviks repudiated in 1917, or the nationalization of the Suez Canal by
Nasser in 1956, to the dismay of the British and French shareholders who owned the canal and had
been collecting dividends and royalties on it since 1869) and in even greater part to the very low
savings rate observed in various European countries between 1914 and 1945, which led British and
French (and to a lesser degree German) savers to gradually sell off their foreign assets. Owing to low
growth and repeated recessions, the period 1914–1945 was a dark one for all Europeans but
especially for the wealthy, whose income dwindled considerably in comparison with the Belle Époque.
Private savings rates were therefore relatively low (especially if we deduct the amount of reparations
and replacement of war-damaged property), and some people consequently chose to maintain their
standard of living by gradually selling off part of their capital. When the Depression came in the
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Capital in America: More Stable Than in Europe
Before studying in greater detail the rebound in the capital/income ratio in the second half of the
twentieth century and analyzing the prospects for the twenty-first century, I now want to move
beyond the European framework to examine the historical forms and levels of capital in America.

Several facts stand out clearly. First, America was the New World, where capital mattered less
than in the Old World, meaning old Europe. More precisely, the value of the stock of national capital,
based on numerous contemporary estimates I have collected and compared, as for other countries,
was scarcely more than three years of national income around the time that the United States gained
its independence, in the period 1770–1810. Farmland was valued at between one and one and a half
years of national income (see Figure 4.6). Uncertainties notwithstanding, there is no doubt that the
capital/income ratio was much lower in the New World colonies than in Britain or France, where
national capital was worth roughly seven years of national income, of which farmland accounted for
nearly four (see Figures 3.1 and 3.2).

The crucial point is that the number of hectares per person was obviously far greater in North
America than in old Europe. In volume, capital per capita was therefore higher in the United States.
Indeed, there was so much land that its market value was very low: anyone could own vast quantities,
and therefore it was not worth very much. In other words, the price effect more than
counterbalanced the volume effect: when the volume of a given type of capital exceeds certain
thresholds, its price will inevitably fall to a level so low that the product of the price and volume,
which is the value of the capital, is lower than it would be if the volume were smaller.

FIGURE 4.6.   Capital in the United States, 1770–2010
National capital is worth three years of national income in the United States in 1770 (including 1.5 years in agricultural
land).
Sources and series: see piketty.pse.ens.fr/capital21c.
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income from 1910 to 2010 (see Figure 4.6), whereas in Europe it dropped from more than seven
years to less than three before rebounding to five or six (see Figures 3.1–2).

FIGURE 4.7.   Public wealth in the United States, 1770–2010
Public debt is worth one year of national income in the United States in 1950 (almost as much as assets).
Sources and series: see piketty.pse.ens.fr/capital21c.

To be sure, US fortunes were also buffeted by the crises of 1914–1945. Public debt rose sharply
in the United States due to the cost of waging war, especially during World War II, and this affected
national saving in a period of economic instability: the euphoria of the 1920s gave way to the
Depression of the 1930s. (Cameron tells us that the odious Hockley commits suicide in October
1929.). Under Franklin D. Roosevelt, moreover, the United States adopted policies designed to reduce
the influence of private capital, such as rent control, just as in Europe. After World War II, real estate
and stock prices stood at historic lows. When it came to progressive taxation, the United States went
much farther than Europe, possibly demonstrating that the goal there was more to reduce inequality
than to eradicate private property. No sweeping policy of nationalization was attempted, although
major public investments were initiated in the 1930s and 1940s, especially in infrastructures. Inflation
and growth eventually returned public debt to a modest level in the 1950s and 1960s, so that public
wealth was distinctly positive in 1970 (see Figure 4.7). In the end, American private wealth decreased
from nearly five years of national income in 1930 to less than three and a half in 1970, a not
insignificant decline (see Figure 4.8).
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FIGURE 4.8.   Private and public capital in the United States, 1770–2010
In 2010, public capital is worth 20 percent of national income, versus over 400 percent for private capital.
Sources and series: see piketty.pse.ens.fr/capital21c.

Nevertheless, the “U-shaped curve” of the capital/income ratio in the twentieth century is smaller
in amplitude in the United States than in Europe. Expressed in years of income or output, capital in the
United States seems to have achieved virtual stability from the turn of the twentieth century on—so
much so that a stable capital/income or capital/output ratio is sometimes treated as a universal law in
US textbooks (like Paul Samuelson’s). In comparison, Europe’s relation to capital, and especially
private capital, was notably chaotic in the century just past. In the Belle Époque capital was king. In
the years after World War II many people thought capitalism had been almost eradicated. Yet at the
beginning of the twenty-first century Europe seems to be in the avant-garde of the new patrimonial
capitalism, with private fortunes once again surpassing US levels. This is fairly well explained by the
lower rate of economic and especially demographic growth in Europe compared with the United
States, leading automatically to increased influence of wealth accumulated in the past, as we will see
i n Chapter 5. In any case, the key fact is that the United States enjoyed a much more stable
capital/income ratio than Europe in the twentieth century, perhaps explaining why Americans seem to
take a more benign view of capitalism than Europeans.
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increasingly negative in the 1990s and 2000s as a result of accumulating trade deficits. Nevertheless,
US investments abroad continued to yield a far better return than the nation paid on its foreign-held
debt—such is the privilege due to confidence in the dollar. This made it possible to limit the
degradation of the negative US position, which amounted to roughly 10 percent of national income in
the 1990s and slightly more than 20 percent in the early 2010s. All in all, the current situation is
therefore fairly close to what obtained on the eve of World War I. The domestic capital of the United
States is worth about 450 percent of national income. Of this total, assets held by foreign investors
(minus foreign assets held by US investors) represent the equivalent of 20 percent of national income.
The net national wealth of the United States is therefore about 430 percent of national income. In
other words, the United States is more than 95 percent American owned and less than 5 percent
foreign owned.

To sum up, the net foreign asset position of the United States has at times been slightly negative, at
other times slightly positive, but these positions were always of relatively limited importance
compared with the total stock of capital owned by US citizens (always less than 5 percent and
generally less than 2 percent).

FIGURE 4.9.   Capital in Canada, 1860–2010
In Canada, a substantial part of domestic capital has always been held by the rest of the world, so that national capital has
always been less than domestic capital.
Sources and series: see piketty.pse.ens.fr/capital21c.
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FIGURE 4.10.   Capital and slavery in the United States
The market value of slaves was about 1.5 years of US national income around 1770 (as much as land).
Sources and series: see piketty.pse.ens.fr/capital21c.

This emerges even more clearly when we distinguish southern from northern states and compare
the capital structure in the two regions (slaves included) in the period 1770–1810 with the capital
structure in Britain and France in the same period (Figure 4.11). In the American South, the total
value of slaves ranged between two and a half and three years of national income, so that the
combined value of farmland and slaves exceeded four years of national income. All told, southern
slave owners in the New World controlled more wealth than the landlords of old Europe. Their
farmland was not worth very much, but since they had the bright idea of owning not just the land but
also the labor force needed to work that land, their total capital was even greater.

If one adds the market value of slaves to other components of wealth, the value of southern capital
exceeds six years of the southern states’ income, or nearly as much as the total value of capital in
Britain and France. Conversely, in the North, where there were virtually no slaves, total wealth was
indeed quite small: barely three years of the northern states’ income, half as much as in the south or
Europe.
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FIGURE 4.11.   Capital around 1770–1810: Old and New World
The combined value of agricultural land and slaves in the Southern United States surpassed four years of national income
around 1770–1810.
Sources and series: see piketty.pse.ens.fr/capital21c.

Clearly, the antebellum United States was far from the country without capital discussed earlier. In
fact, the New World combined two diametrically opposed realities. In the North we find a relatively
egalitarian society in which capital was indeed not worth very much, because land was so abundant
that anyone could became a landowner relatively cheaply, and also because recent immigrants had not
had time to accumulate much capital. In the South we find a world where inequalities of ownership
took the most extreme and violent form possible, since one half of the population owned the other
half: here, slave capital largely supplanted and surpassed landed capital.

This complex and contradictory relation to inequality largely persists in the United States to this
day: on the one hand this is a country of egalitarian promise, a land of opportunity for millions of
immigrants of modest background; on the other it is a land of extremely brutal inequality, especially in
relation to race, whose effects are still quite visible. (Southern blacks were deprived of civil rights
until the 1960s and subjected to a regime of legal segregation that shared some features in common
with the system of apartheid that was maintained in South Africa until the 1980s.) This no doubt
accounts for many aspects of the development—or rather nondevelopment—of the US welfare state.
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Capital’s Comeback in Rich Countries since the 1970s
In order to illustrate the difference between short-term and long-term movements of the
capital/income ratio, it is useful to examine the annual changes observed in the wealthiest countries
between 1970 and 2010, a period for which we have reliable and homogeneous data for a large
number of countries. To begin, here is a look at the ratio of private capital to national income, whose
evolution is shown in Figure 5.3 for the eight richest countries in the world, in order of decreasing
GDP: the United States, Japan, Germany, France, Britain, Italy, Canada, and Australia.

FIGURE 5.3.   Private capital in rich countries, 1970–2010
Private capital is worth between two and 3.5 years of national income in rich countries in 1970, and between four and seven
years of national income in 2010.
Sources and series: see piketty.pse.ens.fr/capital21c.

Compared with Figures 5.1 and 5.2, as well as with the figures that accompanied previous
chapters, which presented decennial averages in order to focus attention on long-term trends, Figure
5.3 displays annual series and shows that the capital/income ratio in all countries varied constantly in
the very short run. These erratic changes are due to the fact that the prices of real estate (including
housing and business real estate) and financial assets (especially shares of stock) are notoriously
volatile. It is always very difficult to set a price on capital, in part because it is objectively complex to
foresee the future demand for the goods and services generated by a firm or by real estate and
therefore to predict the future flows of profit, dividends, royalties, rents, and so on that the assets in
question will yield, and in part because the present value of a building or corporation depends not only
on these fundamental factors but also on the price at which one can hope to sell these assets if the
need arises (that is, on the anticipated capital gain or loss).

Indeed, these anticipated future prices themselves depend on the general enthusiasm for a given
type of asset, which can give rise to so-called self-fulfilling beliefs: as long as one can hope to sell an
asset for more than one paid for it, it may be individually rational to pay a good deal more than the
fundamental value of that asset (especially since the fundamental value is itself uncertain), thus giving
in to the general enthusiasm for that type of asset, even though it may be excessive. That is why
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Turning now to average savings rates in the period 1970–2010, again one finds large variations
between countries: the private savings rate generally ranges between 10 and 12 percent of national
income, but it is as low as 7 to 8 percent in the United States and Britain and as high as 14–15 percent
in Japan and Italy (see Table 5.1). Over forty years, these differences mount up to create significant
variation. Note, too, that the countries that save the most are often those whose population is stagnant
and aging (which may justify saving for the purpose of retirement and bequest), but the relation is far
from systematic. As noted, there are many reasons why one might choose to save more or less, and it
comes as no surprise that many factors (linked to, among other things, culture, perceptions of the
future, and distinctive national histories) come into play, just as they do in regard to decisions
concerning childbearing and immigration, which ultimately help to determine the demographic growth
rate.

If one now combines variations in growth rates with variations in savings rate, it is easy to explain
why different countries accumulate very different quantities of capital, and why the capital/income
ratio has risen sharply since 1970. One particularly clear case is that of Japan: with a savings rate
close to 15 percent a year and a growth rate barely above 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. Similarly, it is not surprising
that the United States, which saves much less than Japan and is growing faster, has a significantly
lower capital/income ratio.

More generally, if one compares the level of private wealth in 2010 predicted by the savings flows
observed between 1970 and 2010 (together with the initial wealth observed in 1970) with the actual
observed levels of wealth in 2010, one finds that the two numbers are quite similar for most
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The Two Components of Private Saving
For the sake of completeness, I should make clear that private saving consists of two components:
savings made directly by private individuals (this is the part of disposable household income that is not
consumed immediately) and savings by firms on behalf of the private individuals who own them,
directly in the case of individual firms or indirectly via their financial investments. This second
component consists of profits reinvested by firms (also referred to as “retained earnings”) and in
some countries accounts for as much as half the total amount of private savings (see Table 5.2).

If one were to ignore this second component of savings and consider only household savings
strictly defined, one would conclude that savings flows in all countries are clearly insufficient to
account for the growth of private wealth, which one would then explain largely in terms of a
structural increase in the relative price of assets, especially shares of stock. Such a conclusion would
be correct in accounting terms but artificial in economic terms: it is true that stock prices tend to rise
more quickly than consumption prices over the long run, but the reason for this is essentially that
retained earnings allow firms to increase their size and capital (so that we are looking at a volume
effect rather than a price effect). If retained earnings are included in private savings, however, the
price effect largely disappears.

In practice, from the standpoint of shareholders, profits paid out directly as dividends are often
more heavily taxed than retained earnings: hence it may be advantageous for the owners of capital to
pay only a limited share of profits as dividends (to meet their immediate consumption needs) and leave
the rest to accumulate and be reinvested in the firm and its subsidiaries. Later, some shares can be
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sold in order to realize the capital gains (which are generally taxed less heavily than dividends).  The
variation between countries with respect to the proportion of retained earnings in total private savings
can be explained, moreover, largely by differences in legal and tax systems; these are accounting
differences rather than actual economic differences. Under these conditions, it is better to treat
retained earnings as savings realized on behalf of the firm’s owners and therefore as a component of
private saving.

I should also be clear that the notion of savings relevant to the dynamic law β = s / g is savings net
of capital depreciation, that is, truly new savings, or the part of total savings left over after we deduct
the amount needed to compensate for wear and tear on buildings and equipment (to repair a hole in
the roof or a pipe or to replace a worn-out automobile, computer, machine, or what have you). The
difference is important, because annual capital depreciation in the developed economies is on the order
of 10–15 percent of national income and absorbs nearly half of total savings, which generally run
around 25–30 percent of national income, leaving net savings of 10–15 percent of national income
(see Table 5.3). In particular, the bulk of retained earnings often goes to maintaining buildings and
equipment, and frequently the amount left over to finance net investment is quite small—at most a
few percent of national income—or even negative, if retained earnings are insufficient to cover the
depreciation of capital. By definition, only net savings can increase the capital stock: savings used to
cover depreciation simply ensure that the existing capital stock will not decrease.
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Private Capital Expressed in Years of Disposable Income
Note, moreover, that the capital/income ratio would have attained even higher levels—no doubt the
highest ever recorded—in the rich countries in the 2000s and 2010s if I had expressed total private
wealth in terms of years of disposable income rather than national income, as I have done thus far.
This seemingly technical issue warrants further discussion.

As the name implies, disposable household income (or simply “disposable income”) measures the
monetary income that households in a given country dispose of directly. To go from national income
to disposable income, one must deduct all taxes, fees, and other obligatory payments and add all
monetary transfers (pensions, unemployment insurance, aid to families, welfare payments, etc.). Until
the turn of the twentieth century, governments played a limited role in social and economic life (total
tax payments were on the order of 10 percent of national income, which went essentially to pay for
traditional state functions such as police, army, courts, highways, and so on, so that disposable
income was generally around 90 percent of national income). The state’s role increased considerably
over the course of the twentieth century, so that disposable income today amounts to around 70–80
percent of national income in the rich countries. As a result, total private wealth expressed in years of
disposable income (rather than national income) is significantly higher. For example, private capital in
the 2000s represented four to seven years of national income in the rich countries, which would
correspond to five to nine years of disposable income (see Figure 5.4).

FIGURE 5.4.   Private capital measured in years of disposable income
Expressed in years of household disposable income (about 70–80 percent of national income), the capital/income ratio
appears to be larger than when it  is expressed in years of national income.
Sources and series: see piketty.pse.ens.fr/capital21c.

Both ways of measuring the capital/income ratio can be justified, depending on how one wants to
approach the question. When expressed in terms of disposable income, the ratio emphasizes strictly
monetary realities and shows us the magnitude of wealth in relation to the income actually available to
households (to save, for instance). In a way, this reflects the concrete reality of the family bank
account, and it is important to keep these orders of magnitude in mind. It is also important to note,
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The Privatization of Wealth in the Rich Countries
The very sharp increase in private wealth observed in the rich countries, and especially in Europe and
Japan, between 1970 and 2010 thus can be explained largely by slower growth coupled with
continued high savings, using the law β = s / g. I will now return to the two other complementary
phenomena that amplified this mechanism, which I mentioned earlier: the privatization or gradual
transfer of public wealth into private hands and the “catch-up” of asset prices over the long run.

FIGURE 5.5.   Private and public capital in rich countries, 1970–2010
In Italy, private capital rose from 240 percent to 680 percent of national income between 1970 and 2010, while public
capital dropped from 20 percent to −70 percent.
Sources and series: see piketty.pse.ens.fr/capital21c.

I begin with privatization. As noted, the proportion of public capital in national capital has dropped
sharply in recent decades, especially in France and Germany, where net public wealth represented as
much as a quarter or even a third of total national wealth in the period 1950–1970, whereas today it
represents just a few percent (public assets are just enough to balance public debt). This evolution
reflects a quite general phenomenon that has affected all eight leading developed economies: a gradual
decrease in the ratio of public capital to national income in the period 1970–2010, accompanied by an
increase in the ratio of private capital to national income (see Figure 5.5). In other words, the revival
of private wealth is partly due to the privatization of national wealth. To be sure, the increase in
private capital in all countries was greater than the decrease in public capital, so national capital
(measured in years of national income) did indeed increase. But it increased less rapidly than private
capital owing to privatization.

The case of Italy is particularly clear. Net public wealth was slightly positive in the 1970s, then
turned slightly negative in the 1980s as large government deficits mounted. All told, public wealth
decreased by an amount equal to nearly a year of national income over the period 1970–2010. At the
same time, private wealth rose from barely two and a half years of national income in 1970 to nearly
seven in 2010, an increase of roughly four and a half years. In other words, the decrease in public
wealth represented between one-fifth and one-quarter of the increase in private wealth—a
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It is important to note that these transfers of public sector wealth to the private sector were not
limited to rich countries after 1970—far from it. The same general pattern exists on all continents. At
the global level, the most extensive privatization in recent decades, and indeed in the entire history of
capital, obviously took place in the countries of the former Soviet bloc.

The highly imperfect estimates available to us indicate that private wealth in Russia and the former
Eastern bloc countries stood at about four years of national income in the late 2000s and early 2010s,
and net public wealth was extremely low, just as in the rich countries. Available estimates for the
1970s and 1980s, prior to the fall of the Berlin Wall and the collapse of the Communist regimes, are
even more imperfect, but all signs are that the distribution was strictly the opposite: private wealth
was insignificant (limited to individual plots of land and perhaps some housing in the Communist
countries least averse to private property but in all cases less than a year’s national income), and
public capital represented the totality of industrial capital and the lion’s share of national capital,
amounting, as a first approximation, to between three and four years of national income. In other
words, at first sight, the stock of national capital did not change, but the public-private split was
totally reversed.

To sum up: the very considerable growth of private wealth in Russia and Eastern Europe between
the late 1980s and the present, which led in some cases to the spectacularly rapid enrichment of
certain individuals (I am thinking mainly of the Russian “oligarchs”), obviously had nothing to do with
saving or the dynamic law β = s / g. It was purely and simply the result of a transfer of ownership of
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In this connection, it is interesting to analyze the ratio between the stock market value and the
accounting value of firms in the period 1970–2010 in those countries for which such data are
available (see Figure 5.6). (Readers who find these issues too technical can easily skip over the
remainder of this section and go directly to the next.)

The market value of a company listed on the stock exchange is its stock market capitalization. For
companies not so listed, either because they are too small or because they choose not to finance
themselves via the stock market (perhaps in order to preserve family ownership, which can happen
even in very large firms), the market value is calculated for national accounting purposes with
reference to observed stock prices for listed firms as similar as possible (in terms of size, sector of
activity, and so on) to the unlisted firm, while taking into account the “liquidity” of the relevant
market.  Thus far I have used market values to measure stocks of private wealth and national
wealth. The accounting value of a firm, also called book value or net assets or own capital, is equal to
the accumulated value of all assets—buildings, infrastructure, machinery, patents, majority or
minority stakes in subsidiaries and other firms, vault cash, and so on—included in the firm’s balance
sheet, less the total of all outstanding debt.

FIGURE 5.6.   Market value and book value of corporations
Tobin’s Q (i.e. the ratio between market value and book value of corporations) has risen in rich countries since the 1970s–
1980s.
Sources and series: see piketty.pse.ens.fr/capital21c.

In theory, in the absence of all uncertainty, the market value and book value of a firm should be
the same, and the ratio of the two should therefore be equal to 1 (or 100 percent). This is normally
the case when a company is created. If the shareholders subscribe to 100 million euros worth of
shares, which the firm uses to buy offices and equipment worth 100 million euros, then the market
value and book value will both be equal to 100 million euros. The same is true if the firm borrows 50
million euros to buy new machinery worth 50 million euros: the net asset value will still be 100 million
euros (150 million in assets minus 50 million in debt), as will the stock market capitalization. The
same will be true if the firm earns 50 million in profits and decides to create a reserve to finance new

21

178

http://piketty.pse.ens.fr/capital21c


National Capital and Net Foreign Assets in the Rich Countries
As noted, the enormous amounts of foreign assets held by the rich countries, especially Britain and
France, on the eve of World War I totally disappeared following the shocks of 1914–1945, and net
foreign asset positions have never returned to their previous high levels. In fact, if we look at the
levels of national capital and net foreign capital in the rich countries between 1970 and 2010, it is
tempting to conclude that foreign assets were of limited importance. The net foreign asset position is
sometimes slightly positive and sometimes slightly negative, depending on the country and the year,
but the balance is generally fairly small compared with total national capital. In other words, the sharp
increase in the level of national capital in the rich countries reflects mainly the increase of domestic
capital, and to a first approximation net foreign assets would seem to have played only a relatively
minor role (see Figure 5.7).

FIGURE 5.7.   National capital in rich countries, 1970–2010
Net foreign assets held by Japan and Germany are worth between 0.5 and one year of national income in 2010.
Sources and series: see piketty.pse.ens.fr/capital21c.

This conclusion is not quite accurate, however. For example, Japan and Germany have
accumulated quite significant quantities of net foreign assets over the past few decades, especially in
the 2000s (largely as an automatic consequence of their trade surpluses). In the early 2010s, Japan’s
net foreign assets totaled about 70 percent of national income, and Germany’s amounted to nearly 50
percent. To be sure, these amounts are still substantially lower than the net foreign assets of Britain
and France on the eve of World War I (nearly two years of national income for Britain and more than
one for France). Given the rapid pace of accumulation, however, it is natural to ask whether this will
continue.  To what extent will some countries find themselves owned by other countries over the
course of the twenty-first century? Are the substantial net foreign asset positions observed in the
colonial era likely to return or even to be surpassed?

To deal correctly with this question, we need to bring the petroleum exporting countries and
emerging economies (starting with China) back into the analysis. Although historical data concerning
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FIGURE 5.8.   The world capital/income ratio, 1870–2100
According to simulations (central scenario), the world capital/income ratio could be close to 700 percent by the end of the
twenty-first  century.
Sources and series: see piketty.pse.ens.fr/capital21c.
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From the Capital/Income Ratio to the Capital-Labor Split
I turn now from the analysis of the capital/income ratio to the division of national income between
labor and capital. The formula α = r × β, which in Chapter 1 I called the first fundamental law of
capitalism, allows us to move transparently between the two. For example, if the capital stock is equal
to six years of national income (β = 6), and if the average return on capital is 5 percent a year (r =
5%), then the share of income from capital, α, in national income is 30 percent (and the share of
income from labor is therefore 70 percent). Hence the central question is the following: How is the
rate of return on capital determined? I shall begin by briefly examining the evolutions observed over
the very long run before analyzing the theoretical mechanisms and economic and social forces that
come into play.

The two countries for which we have the most complete historical data from the eighteenth
century on are once again Britain and France.

FIGURE 6.1.   The capital-labor split  in Britain, 1770–2010
During the nineteenth century, capital income (rent, profits, dividends, interest …) absorbed about 40 percent of national
income versus 60 percent for labor income (including both wage and non-wage income).
Sources and series: see piketty.pse.ens.fr/capital21c.

We find that the general evolution of capital’s share of income, α, is described by the same U-
shaped curve as the capital/income ratio, β, although the depth of the U is less pronounced. In other
words, the rate of return on capital, r, seems to have attenuated the evolution of the quantity of
capital, β: r is higher in periods when β is lower, and vice versa, which seems natural.

More precisely: we find that capital’s share of income was on the order of 35–40 percent in both
Britain and France in the late eighteenth century and throughout the nineteenth, before falling to 20–25
percent in the middle of the twentieth century and then rising again to 25–30 percent in the late
twentieth and early twenty-first centuries (see Figures 6.1 and 6.2). This corresponds to an average
rate of return on capital of around 5–6 percent in the eighteenth and nineteenth centuries, rising to 7–8
percent in the mid-twentieth century, and then falling to 4–5 percent in the late twentieth and early
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twenty-first centuries (see Figures 6.3 and 6.4).

The overall curve and the orders of magnitude described here may be taken as reliable and
significant, at least to a first approximation. Nevertheless, the limitations and weaknesses of the data
should be noted immediately. First, as noted, the very notion of an “average” rate of return on capital
is a fairly abstract construct. In practice, the rate of return varies widely with the type of asset, as
well as with the size of individual fortunes (it is generally easier to obtain a good return if one begins
with a large stock of capital), and this tends to amplify inequalities. Concretely, the yield on the
riskiest assets, including industrial capital (whether in the form of partnerships in family firms in the
nineteenth century or shares of stock in listed corporations in the twentieth century), is often greater
than 7–8 percent, whereas the yield on less risky assets is significantly lower, on the order of 4–5
percent for farmland in the eighteenth and nineteenth centuries and as low as 3–4 percent for real
estate in the early twenty-first century. Small nest eggs held in checking or savings accounts often
yield a real rate of return closer to 1–2 percent or even less, perhaps even negative, when the inflation
rate exceeds the meager nominal interest rate on such accounts. This is a crucial issue about which I
will have more to say later on.

FIGURE 6.2.   The capital-labor split  in France, 1820–2010
In the twenty-first  century, capital income (rent, profits, dividends, interest …) absorbs about 30 percent of national income
versus 70 percent for labor income (including both wage and non-wage income).
Sources and series: see piketty.pse.ens.fr/capital21c.

At this stage it is important to point out that the capital shares and average rates of return indicated
in Figures 6.1–4 were calculated by adding the various amounts of income from capital included in
national accounts, regardless of legal classification (rents, profits, dividends, interest, royalties, etc.,
excluding interest on public debt and before taxes) and then dividing this total by national income
(which gives the share of capital income in national income, denoted α) or by the national capital
stock (which gives the average rate of return on capital, denoted r).  By construction, this average
rate of return aggregates the returns on very different types of assets and investments: the goal is in
fact to measure the average return on capital in a given society taken as a whole, ignoring differences

1

190

http://piketty.pse.ens.fr/capital21c


in individual situations. Obviously some people earn more than the average return and others less.
Before looking at the distribution of individual returns around the mean, it is natural to begin by
analyzing the location of the mean.

FIGURE 6.3.   The pure rate of return on capital in Britain, 1770–2010
The pure rate of return to capital is roughly stable around 4–5 percent in the long run.
Sources and series: see piketty.pse.ens.fr/capital21c.

FIGURE 6.4.   The pure rate of return on capital in France, 1820–2010
The observed average rate of return displays larger fluctuations than the pure rate of return during the twentieth century.
Sources and series: see piketty.pse.ens.fr/capital21c.
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FIGURE 6.5.   The capital share in rich countries, 1975–2010
Capital income absorbs between 15 percent and 25 percent of national income in rich countries in 1970, and between 25
percent and 30 percent in 2000–2010.
Sources and series: see piketty.pse.ens.fr/capital21c
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evolution of the share of rent in national income.  Note, in particular, that the wage-profit split has
gone through three distinct phases since World War II, with a sharp rise in profits from 1945 to 1968
followed by a very pronounced drop in the share of profits from 1968 to 1983 and then a very rapid
rise after 1983 leading to stabilization in the early 1990s. I will have more to say about this highly
political chronology in subsequent chapters, where I will discuss the dynamics of income inequality.
Note the steady rise of the share of national income going to rent since 1945, which implies that the
share going to capital overall continued to increase between 1990 and 2010, despite the stabilization of
the profit share.

FIGURE 6.6.   The profit  share in the value added of corporations in France, 1900–2010
The share of gross profits in gross value added of corporations rose from 25 percent in 1982 to 33 percent in 2010; the
share of net profits in net value added rose from 12 percent to 20 percent.
Sources and series: see piketty.pse.ens.fr/capital21c.

FIGURE 6.7.   The share of housing rent in national income in France, 1900–2010
The share of housing rent (rental value of dwellings) rose from 2 percent of national income in 1948 to 10 percent in 2010.
Sources and series: see piketty.pse.ens.fr/capital21c.
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FIGURE 6.8.   The capital share in national income in France, 1900–2010
The share of capital income (net profits and rents) rose from 15 percent of national income in 1982 to 27 percent in 2010.
Sources and series: see piketty.pse.ens.fr/capital21c.
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A Simple Case: The Reduction of Inequality in France in the Twentieth Century
I will begin by examining at some length the case of France, which is particularly well documented
(thanks to a rich lode of readily available historical sources). It is also relatively simple and
straightforward (as far as it is possible for a history of inequality to be straightforward) and, above all,
broadly representative of changes observed in several other European countries. By “European” I
mean “continental European,” because in some respects the British case is intermediate between the
European and the US cases. To a large extent the continental European pattern is also representative
of what happened in Japan. After France I will turn to the United States, and finally I will extend the
analysis to the entire set of developed and emerging economies for which adequate historical data
exist.

Figure 8.1 depicts the upper decile’s share of both national income and wages over time. Three
facts stand out.

First, income inequality has greatly diminished in France since the Belle Époque: the upper decile’s
share of national income decreased from 45–50 percent on the eve of World War I to 30–35 percent
today.

FIGURE 8.1.   Income inequality in France, 1910–2010
Inequality of total income (labor and capital) has dropped in France during the twentieth century, while wage inequality has
remained the same.
Sources and series: see piketty.pse.ens.fr/capital21c.

This drop of 15 percentage points of national income is considerable. It represents a decrease of
about one-third in the share of each year’s output going to the wealthiest 10 percent of the population
and an increase of about a third in the share going to the other 90 percent. Note, too, that this is
roughly equivalent to three-quarters of what the bottom half of the population received in the Belle
Époque and more than half of what it receives today.  Recall, moreover, that in this part of the book,
I am examining inequality of primary incomes (that is, before taxes and transfers). In Part Four, I will
show how taxes and transfers reduced inequality even more. To be clear, the fact that inequality
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decreased does not mean that we are living today in an egalitarian society. It mainly reflects the fact
that the society of the Belle Époque was extremely inegalitarian—indeed, one of the most inegalitarian
societies of all time. The form that this inequality took and the way it came about would not, I think,
be readily accepted today.

Second, the significant compression of income inequality over the course of the twentieth century
was due entirely to diminished top incomes from capital. If we ignore income from capital and
concentrate on wage inequality, we find that the distribution remained quite stable over the long run.
In the first decade of the twentieth century as in the second decade of the twenty-first, the upper
decile of the wage hierarchy received about 25 percent of total wages. The sources also indicate long-
term stability of wage inequality at the bottom end of the distribution. For example, the least well paid
50 percent always received 25–30 percent of total wages (so that the average pay of a member of this
group was 50–60 percent of the average wage overall), with no clear long-term trend.  The wage
level has obviously changed a great deal over the past century, and the composition and skills of the
workforce have been totally transformed, but the wage hierarchy has remained more or less the same.
If top incomes from capital had not decreased, income inequality would not have diminished in the
twentieth century.

FIGURE 8.2.   The fall of rentiers in France, 1910–2010
The fall in the top percentile share (the top 1 percent highest incomes) in France between 1914 and 1945 is due to the fall
of top capital incomes.
Sources and series: see piketty.pse.ens.fr/capital21c.

This fact stands out even more boldly when we climb the rungs of the social ladder. Look, in
particular, at the evolution of the top centile (Figure 8.2).  Compared with the peak inequality of the
Belle Époque, the top centile’s share of income literally collapsed in France over the course of the
twentieth century, dropping from more than 20 percent of national income in 1900–1910 to 8 or 9
percent in 2000–2010. This represents a decrease of more than half in one century, indeed nearly
two-thirds if we look at the bottom of the curve in the early 1980s, when the top centile’s share of
national income was barely 7 percent.
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reduction of the concentration of capital ownership—on the contrary. From the same source we also
know that income from capital accounted for the lion’s share of the upper centile’s income in the
period 1900–1910.

FIGURE 8.3.   The composition of top incomes in France in 1932
Labor income becomes less and less important as one goes up within the top decile of total income. Notes: (i) “P90–95”
includes individuals between percentiles 90 to 95, “P95–99” includes the next 4 percent, “P99–99.5” the next 0.5 percent,
etc.; (ii) Labor income: wages, bonuses, pensions. Capital income: dividends, interest, rent. Mixed income: self-employment
income.
Sources and series: see piketty.pse.ens.fr/capital21c.
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From a “Society of Rentiers” to a “Society of Managers”
In 1932, despite the economic crisis, income from capital still represented the main source of income
for the top 0.5 percent of the distribution (see Figure 8.3).  But when we look at the composition of
the top income group today, we find that a profound change has occurred. To be sure, today as in the
past, income from labor gradually disappears as one moves higher in the income hierarchy, and
income from capital becomes more and more predominant in the top centiles and thousandths of the
distribution: this structural feature has not changed. There is one crucial difference, however: today
one has to climb much higher in the social hierarchy before income from capital outweighs income
from labor. Currently, income from capital exceeds income from labor only in the top 0.1 percent of
the income distribution (see Figure 8.4). In 1932, this social group was 5 times larger; in the Belle
Époque it was 10 times larger.

FIGURE 8.4.   The composition of top incomes in France in 2005
Capital income becomes dominant at the level of the top 0.1 percent in France in 2005, as opposed to the top 0.5 percent in
1932.
Sources and series: see piketty.pse.ens.fr/capital21c.

Make no mistake: this is a significant change. The top centile occupies a very prominent place in
any society. It structures the economic and political landscape. This is much less true of the top
thousandth.  Although this is a matter of degree, it is nevertheless important: there are moments when
the quantitative becomes qualitative. This change also explains why the share of income going to the
upper centile today is barely higher than the upper centile’s share of total wages: income from capital
assumes decisive importance only in the top thousandth or top ten-thousandth. Its influence in the top
centile as a whole is relatively insignificant.

To a large extent, we have gone from a society of rentiers to a society of managers, that is, from a
society in which the top centile is dominated by rentiers (people who own enough capital to live on
the annual income from their wealth) to a society in which the top of the income hierarchy, including
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FIGURE 8.5.   Income inequality in the United States, 1910–2010
The top decile income share rose from less than 35 percent of total income in the 1970s to almost 50 percent in the 2000s–
2010s.
Sources and series: see piketty.pse.ens.fr/capital21c.
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A More Complex Case: The Transformation of Inequality in the United States
Indeed, let me turn now to the US case, which stands out precisely because it was there that a
subclass of “supermanagers” first emerged over the past several decades. I have done everything
possible to ensure that the data series for the United States are as comparable as possible with the
French series. In particular, Figures 8.5 and 8.6 represent the same data for the United States as
Figures 8.1 and 8.2 for France: the goal is to compare, in the first figure of each pair, the evolution of
the shares of income going to the top decile and top centile of the wage hierarchy and to compare, in
the second figure, the wage hierarchies themselves. I should add that the United States first instituted
a federal income tax in 1913, concluding a long battle with the Supreme Court.  The data derived
from US income tax returns are on the whole quite comparable to the French data, though somewhat
less detailed. In particular, total income can be gleaned from US statements from 1913 on, but we do
not have separate information on income from labor until 1927, so the series dealing with the wage
distribution in the United States before 1927 are somewhat less reliable.

FIGURE 8.6.   Decomposition of the top decile, United States, 1910–2010
The rise of the top decile income share since the 1970s is mostly due to the top percentile.
Sources and series: see piketty.pse.ens.fr/capital21c.

When we compare the French and US trajectories, a number of similarities stand out, but so do
certain important differences. I shall begin by examining the overall evolution of the share of income
going to the top decile (Figure 8.6). The most striking fact is that the United States has become
noticeably more inegalitarian than France (and Europe as a whole) from the turn of the twentieth
century until now, even though the United States was more egalitarian at the beginning of this period.
What makes the US case complex is that the end of the process did not simply mark a return to the
situation that had existed at the beginning: US inequality in 2010 is quantitatively as extreme as in old
Europe in the first decade of the twentieth century, but the structure of that inequality is rather clearly
different.

I will proceed systematically. First, European income inequality was significantly greater than US
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The Rise of Supersalaries
Let me return now to the causes of rising inequality in the United States. The increase was largely the
result of an unprecedented increase in wage inequality and in particular the emergence of extremely
high remunerations at the summit of the wage hierarchy, particularly among top managers of large
firms (see Figures 8.7 and 8.8).

Broadly speaking, wage inequality in the United States changed in major ways over the past
century: the wage hierarchy expanded in the 1920s, was relatively stable in the 1930s, and then
experienced severe compression during World War II. The phase of “severe compression” has been
abundantly studied. An important role was played by the National War Labor Board, the government
agency that had to approve all wage increases in the United States from 1941 to 1945 and generally
approved raises only for the lowest paid workers. In particular, managers’ salaries were
systematically frozen in nominal terms and even at the end of the war were raised only moderately.
During the 1950s, wage inequality in the United States stabilized at a relatively low level, lower than in
France, for example: the share of income going to the upper decile was about 25 percent, and the
share of the upper centile was 5 or 6 percent. Then, from the mid-1970s on, the top 10 percent and,
even more, the top 1 percent began to claim a share of labor income that grew more rapidly than the
average wage. All told, the upper decile’s share rose from 25 to 35 percent, and this increase of ten
points explains approximately two-thirds of the increase in the upper decile’s share of total national
income (see Figures 8.7 and 8.8).

FIGURE 8.7.   High incomes and high wages in the United States, 1910–2010
The rise of income inequality since the 1970s is largely due to the rise of wage inequality.
Sources and series: see piketty.pse.ens.fr/capital21c.

Several points call for additional comment. First, this unprecedented increase in wage inequality
does not appear to have been compensated by increased wage mobility over the course of a person’s
career.  This is a significant point, in that greater mobility is often mentioned as a reason to believe
that increasing inequality is not that important. In fact, if each individual were to enjoy a very high

36

37

282

http://piketty.pse.ens.fr/capital21c


income for part of his or her life (for example, if each individual spent a year in the upper centile of
the income hierarchy), then an increase in the level characterized as “very high pay” would not
necessarily imply that inequality with respect to labor—measured over a lifetime—had truly increased.
The familiar mobility argument is powerful, so powerful that it is often impossible to verify. But in the
US case, government data allow us to measure the evolution of wage inequality with mobility taken
into account: we can compute average wages at the individual level over long periods of time (ten,
twenty, or thirty years). And what we find is that the increase in wage inequality is identical in all
cases, no matter what reference period we choose.  In other words, workers at McDonald’s or in
Detroit’s auto plants do not spend a year of their lives as top managers of large US firms, any more
than professors at the University of Chicago or middle managers from California do. One may have
felt this intuitively, but it is always better to measure systematically wherever possible.

FIGURE 8.8.   The transformation of the top 1 percent in the United States
The rise in the top 1 percent highest incomes since the 1970s is largely due to the rise in the top 1 percent highest wages.
Sources and series: see piketty.pse.ens.fr/capital21c.
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Cohabitation in the Upper Centile
Furthermore, the fact that the unprecedented increase of wage inequality explains most of the increase
in US income inequality does not mean that income from capital played no role. It is important to
dispel the notion that capital income has vanished from the summit of the US social hierarchy.

In fact, a very substantial and growing inequality of capital income since 1980 accounts for about
one-third of the increase in income inequality in the United States—a far from negligible amount.
Indeed, in the United States, as in France and Europe, today as in the past, income from capital
always becomes more important as one climbs the rungs of the income hierarchy. Temporal and
spatial differences are differences of degree: though large, the general principle remains. As Edward
Wolff and Ajit Zacharias have pointed out, the upper centile always consists of several different social
groups, some with very high incomes from capital and others with very high incomes from labor; the
latter do not supplant the former.

FIGURE 8.9.   The composition of top incomes in the United States in 1929
Labor income becomes less and less important as one moves up within the top income decile.
Sources and series: see piketty.pse.ens.fr/capital21c.

In the US case, as in France but to an even greater degree, the difference today is that one has to
climb much further up the income hierarchy before income from capital takes the upper hand. In
1929, income from capital (essentially dividends and capital gains) was the primary resource for the
top 1 percent of the income hierarchy (see Figure 8.9). In 2007, one has to climb to the 0.1 percent
level before this is true (see Figure 8.10). Again, I should make it clear that this has to do with the
inclusion of capital gains in income from capital: without capital gains, salaries would be the main
source of income up to the 0.01 percent level of the income hierarchy.
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FIGURE 8.10.   The composition of top incomes in the United States, 2007
Capital income becomes dominant at the level of top 0.1 percent in 2007, as opposed to the top 1 percent in 1929.
Sources and series: see piketty.pse.ens.fr/capital21c.

The final and perhaps most important point in need of clarification is that the increase in very high
incomes and very high salaries primarily reflects the advent of “supermanagers,” that is, top
executives of large firms who have managed to obtain extremely high, historically unprecedented
compensation packages for their labor. If we look only at the five highest paid executives in each
company listed on the stock exchange (which are generally the only compensation packages that must
be made public in annual corporate reports), we come to the paradoxical conclusion that there are not
enough top corporate managers to explain the increase in very high US incomes, and it therefore
becomes difficult to explain the evolutions we observe in incomes stated on federal income tax
returns.  But the fact is that in many large US firms, there are far more than five executives whose
pay places them in the top 1 percent (above $352,000 in 2010) or even the top 0.1 percent (above
$1.5 million).

Recent research, based on matching declared income on tax returns with corporate compensation
records, allows me to state that the vast majority (60 to 70 percent, depending on what definitions one
chooses) of the top 0.1 percent of the income hierarchy in 2000–2010 consists of top managers. By
comparison, athletes, actors, and artists of all kinds make up less than 5 percent of this group.  In
this sense, the new US inequality has much more to do with the advent of “supermanagers” than with
that of “superstars.”

It is also interesting to note that the financial professions (including both managers of banks and
other financial institutions and traders operating on the financial markets) are about twice as common
in the very high income groups as in the economy overall (roughly 20 percent of top 0.1 percent,
whereas finance accounts for less than 10 percent of GDP). Nevertheless, 80 percent of the top
income groups are not in finance, and the increase in the proportion of high-earning Americans is
explained primarily by the skyrocketing pay packages of top managers of large firms in the
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FIGURE 9.1.   Minimum wage in France and the United States, 1950–2013
Expressed in 2013 purchasing power, the hourly minimum wage rose from $3.80 to $7.30 between 1950 and 2013 in the
United States, and from €2.10 to €9.40 in France.
Sources and series: see piketty.pse.ens.fr/capital21c.

In the United States, a federal minimum wage was introduced in 1933, nearly twenty years earlier
than in France.  As in France, changes in the minimum wage played an important role in the evolution
of wage inequalities in the United States. It is striking to learn that in terms of purchasing power, the
minimum wage reached its maximum level nearly half a century ago, in 1969, at $1.60 an hour (or
$10.10 in 2013 dollars, taking account of inflation between 1968 and 2013), at a time when the
unemployment rate was below 4 percent. From 1980 to 1990, under the presidents Ronald Reagan
and George H. W. Bush, the federal minimum wage remained stuck at $3.35, which led to a
significant decrease in purchasing power when inflation is factored in. It then rose to $5.25 under Bill
Clinton in the 1990s and was frozen at that level under George W. Bush before being increased
several times by Barack Obama after 2008. At the beginning of 2013 it stood at $7.25 an hour, or
barely 6 euros, which is a third below the French minimum wage, the opposite of the situation that
obtained in the early 1980s (see Figure 9.1).  President Obama, in his State of the Union address in
February 2013, announced his intention to raise the minimum wage to about $9 an hour for the period
2013–2016.

Inequalities at the bottom of the US wage distribution have closely followed the evolution of the
minimum wage: the gap between the bottom 10 percent of the wage distribution and the overall
average wage widened significantly in the 1980s, then narrowed in the 1990s, and finally increased
again in the 2000s. Nevertheless, inequalities at the top of the distribution—for example, the share of
total wages going to the top 10 percent—increased steadily throughout this period. Clearly, the
minimum wage has an impact at the bottom of the distribution but much less influence at the top,
where other forces are at work.
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The Rise of the Supermanager: An Anglo-Saxon Phenomenon
The second difficulty—and no doubt the major problem confronting the marginal productivity theory
—is that the explosion of very high salaries occurred in some developed countries but not others. This
suggests that institutional differences between countries rather than general and a priori universal
causes such as technological change played a central role.

I begin with the English-speaking countries. Broadly speaking, the rise of the supermanager is
largely an Anglo-Saxon phenomenon. Since 1980 the share of the upper centile in national income has
risen significantly in the United States, Great Britain, Canada, and Australia (see Figure 9.2).
Unfortunately, we do not have separate series for wage inequality and total income inequality for all
countries as we do for France and the United States. But in most cases we do have data concerning
the composition of income in relation to total income, from which we can infer that in all of these
countries the explosion of top incomes explains most (generally at least two-thirds) of the increase in
the top centile’s share of national income; the rest is explained by robust income from capital. In all
the English-speaking countries, the primary reason for increased income inequality in recent decades
is the rise of the supermanager in both the financial and nonfinancial sectors.

FIGURE 9.2.   Income inequality in Anglo-Saxon countries, 1910–2010
The share of top percentile in total income rose since the 1970s in all Anglo-Saxon countries, but with different magnitudes.
Sources and series: see piketty.pse.ens.fr/capital21c.

This family resemblance should not be allowed to obscure the fact that the magnitude of the
phenomenon varies widely from country to country, however. Figure 9.2 is quite clear on this point.
In the 1970s, the upper centile’s share of national income was quite similar across countries. It
ranged from 6 to 8 percent in the four English-speaking countries considered, and the United States
did not stand out as exceptional: indeed, Canada was slightly higher, at 9 percent, whereas Australia
came in last, with just 5 percent of national income going to the top centile in the late 1970s and early
1980s. Thirty years later, in the early 2010s, the situation is totally different. The upper centile’s share
is nearly 20 percent in the United States, compared with 14–15 percent in Britain and Canada and
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barely 9–10 percent in Australia (see Figure 9.2).  To a first approximation, we can say that the
upper centile’s share in the United States increased roughly twice as much as in Britain and Canada
and about three times as much as in Australia and New Zealand.  If the rise of the supermanager
were a purely technological phenomenon, it would be difficult to understand why such large
differences exist between otherwise quite similar countries.

FIGURE 9.3.   Income inequality in Continental Europe and Japan, 1910–2010
As compared to Anglo-Saxon countries, the share of top percentile barely increased since the 1970s in Continental Europe
and Japan.
Sources and series: see piketty.pse.ens.fr/capital21c.

Let me turn now to the rest of the wealthy world, namely, continental Europe and Japan. The key
fact is that the upper centile’s share of national income in these countries has increased much less
than in the English-speaking countries since 1980. The comparison between Figures 9.2 and 9.3 is
particularly striking. To be sure, the upper centile’s share increased significantly everywhere. In Japan
the evolution was virtually the same as in France: the top centile’s share of national income was barely
7 percent in the 1980s but is 9 percent or perhaps even slightly higher today. In Sweden, the top
centile’s share was a little more than 4 percent in the early 1980s (the lowest level recorded in the
World Top Incomes Database for any country in any period) but reached 7 percent in the early
2010s.  In Germany, the top centile’s share rose from about 9 percent to nearly 11 percent of
national income between the early 1980s and the early 2010s (see Figure 9.3).

If we look at other European countries, we observe similar evolutions, with the top centile’s share
increasing by two or three points of national income over the past thirty years in both northern and
southern Europe. In Denmark and other Nordic countries, top incomes claim a smaller share of the
total, but the increase is similar: the top centile received a little more than 5 percent of Danish national
income in the 1980s but got close to 7 percent in 2000–2010. In Italy and Spain, the orders of
magnitude are very close to those observed in France, with the top centile’s share rising from 7 to 9
percent of national income in the same period, again an increase of two points of national income (see
Figure 9.4). In this respect, continental Europe is indeed an almost perfect “union.” Britain, of course,
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stands apart, being much closer to the pattern of the United States than that of Europe.

FIGURE 9.4.   Income inequality in Northern and Southern Europe, 1910–2010
As compared to Anglo-Saxon countries, the top percentile income share barely increased in Northern and Southern Europe
since the 1970s.
Sources and series: see piketty.pse.ens.fr/capital21c.

Make no mistake: these increases on the order of two to three points of national income in Japan
and the countries of continental Europe mean that income inequality rose quite significantly. The top 1
percent of earners saw pay increases noticeably more rapid than the average: the upper centile’s share
increased by about 30 percent, and even more in countries where it started out lower. This was quite
striking to contemporary observers, who read in the daily paper or heard on the radio about
stupendous raises for “supermanagers.” It was particularly striking in the period 1990–2010, when
average income stagnated, or at least rose much more slowly than in the past.

FIGURE 9.5.   The top decile income share in Anglo-Saxon countries, 1910–2010
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The share of the top 0.1 percent highest incomes in total income rose sharply since the 1970s in all Anglo-Saxon countries,
but with varying magnitudes.
Sources and series: see piketty.pse.ens.fr/capital21c.

Furthermore, the higher one climbs in the income hierarchy, the more spectacular the raises. Even
if the number of individuals benefiting from such salary increases is fairly limited, they are
nevertheless quite visible, and this visibility naturally raises the question of what justifies such high
levels of compensation. Consider the share of the top thousandth—the best remunerated 0.1 percent
—in the national income of the English-speaking countries on the one hand (Figure 9.5) and
continental Europe and Japan on the other (Figure 9.6). The differences are obvious: the top
thousandth in the United States increased their share from 2 to nearly 10 percent over the past several
decades—an unprecedented rise.  But there has been a remarkable increase of top incomes
everywhere. In France and Japan, the top thousandth’s share rose from barely 1.5 percent of national
income in the early 1980s to nearly 2.5 percent in the early 2010s—close to double. In Sweden, the
same share rose from less than 1 percent to more than 2 percent in the same period.

To make clear what this represents in concrete terms, remember that a 2 percent share of national
income for 0.1 percent of the population means that the average individual in this group enjoys an
income 20 times higher than the national average (or 600,000 euros a year if the average income is
30,000 per adult). A share of 10 percent means that each individual enjoys an income 100 times the
national average (or 3 million euros a year if the average is 30,000).  Recall, too, that the top 0.1
percent is by definition a group of 50,000 people in a country with a population of 50 million adults
(like France in the early 2010s). This is a very small minority (“the 1 percent” is of course 10 times
larger), yet it occupies a significant place in the social and political landscape.  The central fact is
that in all the wealthy countries, including continental Europe and Japan, the top thousandth enjoyed
spectacular increases in purchasing power in 1990–2010, while the average person’s purchasing
power stagnated.

FIGURE 9.6.   The top decile income share in Continental Europe and Japan, 1910–2010
As compared to Anglo-Saxon countries, the top 0.1 percent income share barely increased in Continental Europe and Japan.
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FIGURE 9.7.   The top decile income share in Europe and the United States, 1900–2010
In the 1950s–1970s, the top decile income share was about 30–35 percent of total income in Europe as in the United States.
Sources and series: see piketty.pse.ens.fr/capital21c.

What we find is that on the eve of World War I, the top decile’s share was 45–50 percent of
national income in all the European countries, compared with a little more than 40 percent in the
United States. By the end of World War II, the United States had become slightly more inegalitarian
than Europe: the top decile’s share decreased on both continents owing to the shocks of 1914–1945,
but the fall was more precipitous in Europe (and Japan). The explanation for this is that the shocks to
capital were much larger. Between 1950 and 1970, the upper decile’s share was fairly stable and fairly
similar in the United States and Europe, around 30–35 percent of national income. The strong
divergence that began in 1970–1980 led to the following situation in 2000–2010: the top decile’s share
of US national income reached 45–50 percent, or roughly the same level as Europe in 1900–1910. In
Europe, we see wide variation, from the most inegalitarian case (Britain, with a top decile share of 40
percent) to the most egalitarian (Sweden, less than 30 percent), with France and Germany in between
(around 35 percent).
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FIGURE 9.8.   Income inequality in Europe versus the United States, 1900–2010
The top decile income share was higher in Europe than in the United States in 1900–1910; it  is a lot higher in the United
States in 2000–2010.
Sources and series: see piketty.pse.ens.fr/capital21c.

If we calculate (somewhat abusively) an average for Europe based on these four countries, we can
make a very clear international comparison: the United States was less inegalitarian than Europe in
1900–1910, slightly more inegalitarian in 1950–1960, and much more inegalitarian in 2000–2010 (see
Figure 9.8).

Apart from this long-term picture, there are of course multiple national histories as well as constant
short- and medium-term fluctuations linked to social and political developments in each country, as I
showed in Chapter 8 and analyzed in some detail in the French and US cases. Space will not permit
me to do the same for every country here.

In passing, however, it is worth mentioning that the period between the two world wars seems to
have been particularly tumultuous and chaotic almost everywhere, though the chronology of events
varied from country to country. In Germany, the hyperinflation of the 1920s followed hard on the
heels of military defeat. The Nazis came to power a short while later, after the worldwide depression
had plunged the country back into crisis. Interestingly, the top centile’s share of German national
income increased rapidly between 1933 and 1938, totally out of phase with other countries: this
reflects the revival of industrial profits (boosted by demand for armaments), as well as a general
reestablishment of income hierarchies in the Nazi era. Note, too, that the share of the top centile—
and, even more, the top thousandth—in Germany has been noticeably higher since 1950 than in most
other continental European countries (including, in particular, France) as well as Japan, even though
the overall level of inequality in Germany is not very different. This can be explained in various ways,
among which it is difficult to say that one is better than another. (I will come back to this point.)

In addition, there are serious lacunae in German tax records, owing in large part to the country’s
turbulent history in the twentieth century, so that it is difficult to be sure about certain developments
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FIGURE 9.9.   Income inequality in emerging countries, 1910–2010
Measured by the top percentile income share, income inequality rose in emerging countries since the 1980s, but ranks below
the US level in 2000–2010.
Sources and series: see piketty.pse.ens.fr/capital21c.

Colombia on the other hand is one of the most inegalitarian societies in the WTID: the top centile’s
share stood at about 20 percent of national income throughout the period 1990–2010, with no clear
trend (see Figure 9.9). This level of inequality is even higher than that attained by the United States in
2000–2010, at least if capital gains are excluded; if they are included, the United States was slightly
ahead of Colombia over the past decade.

It is important, however, to be aware of the significant limitations of the data available for
measuring the dynamics of the income distribution in poor and emerging countries and for comparing
them with the rich countries. The orders of magnitude indicated here are the best I was able to come
up with given the available sources, but the truth is that our knowledge remains meager. We have tax
data for the entire twentieth century for only a few emerging economies, and there are many gaps and
breaks in the data, often in the period 1950–1970, the era of independence (in Indonesia, for
example). Work is going forward to update the WTID with historical data from many other countries,
especially from among the former British and French colonies, in Indochina and Africa, but data from
the colonial era are often difficult to relate to contemporary tax records.

Where tax records do exist, their interest is often reduced by the fact that the income tax in less
developed countries generally applies to only a small minority of the population, so that one can
estimate the upper centile’s share of total income but not the upper decile’s. Where the data allow, as
in South Africa for certain subperiods, one finds that the highest observed levels for the top decile are
on the order of 50–55 percent of national income—a level comparable to or slightly higher than the
highest levels of inequality observed in the wealthy countries, in Europe in 1900–1910 and in the
United States in 2000–2010.

I have also noticed a certain deterioration of the tax data after 1990. This is due in part to the
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The Metamorphoses of a Patrimonial Society
Figure 10.1 presents the main results I obtained for the evolution of the wealth distribution from 1810
to 2010.  The first conclusion is that prior to the shocks of 1914–1945, there was no visible trend
toward reduced inequality of capital ownership. Indeed, there was a slight tendency for capital
concentration to rise throughout the nineteenth century (starting from an already very high level) and
even an acceleration of the inegalitarian spiral in the period 1880–1913. The top decile of the wealth
hierarchy already owned between 80 and 85 percent of all wealth at the beginning of the nineteenth
century; by the turn of the twentieth, it owned nearly 90 percent. The top centile alone owned 45–50
percent of the nation’s wealth in 1800–1810; its share surpassed 50 percent in 1850–1860 and
reached 60 percent in 1900–1910.

Looking at these data with the historical distance we enjoy today, we cannot help being struck by
the impressive concentration of wealth in France during the Belle Époque, notwithstanding the
reassuring rhetoric of the Third Republic’s economic and political elites. In Paris, which was home to
little more than one-twentieth of the population in 1900–1910 but claimed one-quarter of the wealth,
the concentration of wealth was greater still and seems to have increased without limit during the
decades leading up to World War I. In the capital, where in the nineteenth century two-thirds of the
population died without any wealth to leave to the next generation (compared with half of the
population in the rest of the country) but where the largest fortunes were also concentrated, the top
centile’s share was about 55 percent at the beginning of the century, rose to 60 percent in 1880–
1890, and then to 70 percent on the eve of World War I (see Figure 10.2). Looking at this curve, it is
natural to ask how high the concentration of wealth might have gone had there been no war.

FIGURE 10.1.   Wealth inequality in France, 1810–2010
The top decile (the top 10 percent highest wealth holders) owns 80–90 percent of total wealth in 1810–1910, and 60–65
percent today.
Sources and series: see piketty.pse.ens.fr/capital21c.

The probate records also allow us to see that throughout the nineteenth century, wealth was
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almost as unequally distributed within each age cohort as in the nation as a whole. Note that the
estimates indicated in Figures 10.1–2 (and subsequent figures) reflect inequality of wealth in the
(living) adult population at each charted date: we start with wealth at the time of death but reweight
each observation as a function of the number of living individuals in each age cohort as of the date in
question. In practice, this does not make much difference: the concentration of wealth among the
living is barely a few points higher than inequality of wealth at death, and the temporal evolution is
nearly identical in each case.

FIGURE 10.2.   Wealth inequality in Paris versus France, 1810–2010
The top percentile (the top 1 percent wealth holders) owns 70 percent of aggregate wealth in Paris on the eve of World War
I.
Sources and series: see piketty.pse.ens.fr/capital21c.

How concentrated was wealth in France during the eighteenth century up to the eve of the
Revolution? Without a source comparable to the probate records created by the revolutionary
assemblies (for the Ancien Régime we have only heterogeneous and incomplete sets of private data,
as for Britain and the United States until the late nineteenth century), it is unfortunately impossible to
make precise comparisons. Yet all signs are that inequality of private wealth decreased slightly
between 1780 and 1810 owing to redistribution of agricultural land and cancellation of public debt
during the Revolution, together with other shocks to aristocratic fortunes. It is possible that the top
decile’s share attained or even slightly exceeded 90 percent of total wealth on the eve of 1789 and that
the upper centile’s share attained or exceeded 60 percent. Conversely, the “émigré billion” (the billion
francs paid to the nobility in compensation for land confiscated during the Revolution) and the return
of the nobility to the forefront of the political scene contributed to the reconstitution of some old
fortunes during the period of limited-suffrage monarchy (1815–1848). In fact, our probate data reveal
that the percentage of aristocratic names in the top centile of the Parisian wealth hierarchy increased
gradually from barely 15 percent in 1800–1810 to nearly 30 percent in 1840–1850 before embarking
on an inexorable decline from 1850–1860 on, falling to less than 10 percent by 1890–1900.

The magnitude of the changes initiated by the French Revolution should not be overstated,
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Inequality of Capital in Belle Époque Europe
The available data for other European countries, though imperfect, unambiguously demonstrate that
extreme concentration of wealth in the eighteenth and nineteenth centuries and until the eve of World
War I was a European and not just a French phenomenon.

In Britain, we have detailed probate data from 1910–1920 on, and these records have been
exhaustively studied by many investigators (most notably Atkinson and Harrison). If we complete
these statistics with estimates from recent years as well as the more robust but less homogeneous
estimates that Peter Linder has made for the period 1810–1870 (based on samples of estate
inventories), we find that the overall evolution was very similar to the French case, although the level
of inequality was always somewhat greater in Britain. The top decile’s share of total wealth was on
the order of 85 percent from 1810 to 1870 and surpassed 90 percent in 1900–1910; the uppermost
centile’s share rose from 55–60 percent in 1810–1870 to nearly 70 percent in 1910–1920 (see Figure
10.3). The British sources are imperfect, especially for the nineteenth century, but the orders of
magnitude are quite clear: wealth in Britain was extremely concentrated in the nineteenth century and
showed no tendency to decrease before 1914. From a French perspective, the most striking fact is
that inequality of capital ownership was only slightly greater in Britain than in France during the Belle
Époque, even though Third Republic elites at the time liked to portray France as an egalitarian country
compared with its monarchical neighbor across the Channel. In fact, the formal nature of the political
regime clearly had very little influence on the distribution of wealth in the two countries.

FIGURE 10.3.   Wealth inequality in Britain, 1810–2010
The top decile owns 80–90 percent of total wealth in 1810–1910, and 70 percent today.
Sources and series: see piketty.pse.ens.fr/capital21c

In Sweden, where the very rich data available from 1910, of which Ohlsonn, Roine, and
Waldenstrom have recently made use, and for which we also have estimates for the period 1810–
1870 (by Lee Soltow in particular), we find a trajectory very similar to what we observed in France
and Britain (see Figure 10.4). Indeed, the Swedish wealth data confirm what we already know from
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income statements: Sweden was not the structurally egalitarian country that we sometimes imagine.
To be sure, the concentration of wealth in Sweden in 1970–1980 attained the lowest level of inequality
observed in any of our historical series (with barely 50 percent of total wealth owned by the top decile
and slightly more than 15 percent by the top centile). This is still a fairly high level of inequality,
however, and, what is more, inequality in Sweden has increased significantly since 1980–1990 (and in
2010 was just slightly lower than in France). It is worth stressing, moreover, that Swedish wealth
was as concentrated as French and British wealth in 1900–1910. In the Belle Époque, wealth was
highly concentrated in all European countries. It is essential to understand why this was so, and why
things changed so much over the course of the twentieth century.

FIGURE 10.4.   Wealth inequality in Sweden, 1810–2010
The top 10 percent holds 80–90 percent of total wealth in 1810–1910 and 55–60 percent today.
Sources and series: see piketty.pse.ens.fr/capital21c.

Note, moreover, that we also find the same extremely high concentration of wealth—with 80 to 90
percent of capital owned by the top decile and 50–60 percent by the top centile—in most societies
prior to the nineteenth century, and in particular in traditional agrarian societies in the modern era, as
well as in the Middle Ages and antiquity. The available sources are not sufficiently robust to permit
precise comparisons or study temporal evolutions, but the orders of magnitude obtained for the shares
of the top decile and centile in total wealth (and especially in total farmland) are generally close to
what we find in France, Britain, and Sweden in the nineteenth century and Belle Époque.10
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FIGURE 10.5.   Wealth inequality in the United States, 1810–2010
The top 10 percent wealth holders own about 80 percent of total wealth in 1910 and 75 percent today.
Sources and series: see piketty.pse.ens.fr/capital21c.

FIGURE 10.6.   Wealth inequality in Europe versus the United States, 1810–2010
Until the mid-twentieth century, wealth inequality was higher in Europe than in the United States.
Sources and series: see piketty.pse.ens.fr/capital21c.

Inequality of wealth in the United States decreased between 1910 and 1950, just as inequality of
income did, but much less so than in Europe: of course it started from a lower level, and the shocks
of war were less violent. By 2010, the top decile’s share of total wealth exceeded 70 percent, and the
top centile’s share was close to 35 percent.

In the end, the deconcentration of wealth in the United States over the course of the twentieth
century was fairly limited: the top decile’s share of total wealth dropped from 80 to 70 percent,
whereas in Europe it fell from 90 to 60 percent (see Figure 10.6).
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French probate data allow us to be quite precise about this point.

FIGURE 10.7.   Return to capital and growth: France, 1820–1913
The rate of return on capital is a lot higher than the growth rate in France between 1820 and 1913.
Sources and series: see piketty.pse.ens.fr/capital21c.

FIGURE 10.8.   Capital share and saving rate: France, 1820–1913
The share of capital income in national income is much larger than the saving rate in France between 1820 and 1913.
Sources and series: see piketty.pse.ens.fr/capital21c.

329

http://piketty.pse.ens.fr/capital21c
http://piketty.pse.ens.fr/capital21c


FIGURE 10.9.   Rate of return versus growth rate at the world level, from Antiquity until 2100
The rate of return to capital (pretax) has always been higher than the world growth rate, but the gap was reduced during the
twentieth century, and might widen again in the twenty-first  century.
Sources and series: see piketty.pse.ens.fr/capital21c

These are obviously approximate and uncertain estimates, but the orders of magnitude and overall
evolutions may be taken as valid. For the global growth rate, I have used the historical estimates and
projections discussed in Part One. For the global rate of return on capital, I have used the estimates
for Britain and France in the period 1700–2010, which were analyzed in Part Two. For early periods,
I have used a pure return of 4.5 percent, which should be taken as a minimum value (available
historical data suggest average returns on the order of 5–6 percent).  For the twenty-first century, I
have assumed that the value observed in the period 1990–2010 (about 4 percent) will continue, but
this is of course uncertain: there are forces pushing toward a lower return and other forces pushing
toward a higher. Note, too, that the returns on capital in Figure 10.8 are pretax returns (and also do
not take account of capital losses due to war, or of capital gains and losses, which were especially
large in the twentieth century).

As Figure 10.9 shows, the pure rate of return on capital—generally 4–5 percent—has throughout
history always been distinctly greater than the global growth rate, but the gap between the two shrank
significantly during the twentieth century, especially in the second half of the century, when the global
economy grew at a rate of 3.5–4 percent a year. In all likelihood, the gap will widen again in the
twenty-first century as growth (especially demographic growth) slows. According to the central
scenario discussed in Part One, global growth is likely to be around 1.5 percent a year between 2050
and 2100, roughly the same rate as in the nineteenth century. The gap between r and g would then
return to a level comparable to that which existed during the Industrial Revolution.

In such a context, it is easy to see that taxes on capital—and shocks of various kinds—can play a
central role. Before World War I, taxes on capital were very low (most countries did not tax either
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FIGURE 10.10.   After tax rate of return versus growth rate at the world level, from Antiquity until 2100
The rate of return to capital (after tax and capital losses) fell below the growth rate during the twentieth century, and may
again surpass it  in the twenty-first  century.
Sources and series: see piketty.pse.ens.fr/capital21c.

FIGURE 10.11.   After tax rate of return versus growth rate at the world level, from Antiquity until 2200
The rate of return to capital (after tax and capital losses) fell below the growth rate during the twentieth century, and might
again surpass it  in the twenty-first  century.
Sources and series: see piketty.pse.ens.fr/capital21c.

To bring this possible evolution out even more clearly, I have combined in Figure 10.11 the two
subperiods 1913–1950 and 1950–2012 into a single average for the century 1913–2012, the
unprecedented era during which the net rate of return on capital was less than the growth rate. I have
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FIGURE 11.1.   The annual inheritance flow as a fraction of national income, France, 1820–2010
The annual inheritance flow was about 20–25 percent of national income during the nineteenth century and until 1914; it
then fell to less than 5 percent in the 1950s, and returned to about 15 percent in 2010.
Sources and series: see piketty.pse.ens.fr/capital21c.

Subsequently, we find a spectacular decrease in the flow of inheritances between 1910 and 1950
followed by a steady rebound thereafter, with an acceleration in the 1980s. There were very large
upward and downward variations during the twentieth century. The annual flow of inheritances and
gifts was (to a first approximation, and compared with subsequent shocks) relatively stable until
World War I but fell by a factor of 5 or 6 between 1910 and 1950 (when the inheritance flow was
barely 4 or 5 percent of national income), after which it increased by a factor of 3 or 4 between 1950
and 2010 (at which time the flow accounted for 15 percent of national income).

The evolution visible in Figure 11.1 reflects deep changes in the perception as well as the reality of
inheritance, and to a large extent it also reflects changes in the structure of inequality. As we will soon
see, the compression of the inheritance flow owing to the shocks of 1914–1945 was nearly twice as
great as the decrease in private wealth. The inheritance collapse was therefore not simply the result of
a wealth collapse (even if the two developments are obviously closely related). In the public mind, the
idea that the age of inheritance was over was certainly even more influential than the idea of an end of
capitalism. In 1950–1960, bequests and gifts accounted for just a few points of national income, so it
was reasonable to think that inheritances had virtually disappeared and that capital, though less
important overall than in the past, was now wealth that an individual accumulated by effort and saving
during his or her lifetime. Several generations grew up under these conditions (even if perceptions
somewhat exceeded reality), in particular the baby boom generation, born in the late 1940s and early
1950s, many of whom are still alive today, and it was natural for them to assume that this was the
“new normal.”

Conversely, younger people, in particular those born in the 1970s and 1980s, have already
experienced (to a certain extent) the important role that inheritance will once again play in their lives
and the lives of their relatives and friends. For this group, for example, whether or not a child receives
gifts from parents can have a major impact in deciding who will own property and who will not, at
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Mortality over the Long Run
The second force that might explain the natural end of inheritance is increased life expectancy, which
lowers the mortality rate m and increases the time to inheritance (which decreases the size of the
legacy). Indeed, there is no doubt that the mortality rate has decreased over the long run: the
proportion of the population that dies each year is smaller when the life expectancy is eighty than
when it is sixty. Other things being equal, for a given β and μ, a society with a lower mortality rate is
also a society in which the flow of inheritance is a smaller proportion of national income. In France,
the mortality rate has declined inexorably over the course of history, and the same is true of other
countries. The French mortality rate was around 2.2 percent (of the adult population) in the nineteenth
century but declined steadily throughout the twentieth century,  dropping to 1.1–1.2 percent in 2000–
2010, a decrease of almost one-half in a century (see Figure 11.2).

FIGURE 11.2.   The mortality rate in France, 1820–2100
The mortality rate fell in France during the twentieth century (rise of life expectancy), and should increase somewhat during
the twenty-first  century (baby-boom effect).
Sources and series: see piketty.pse.ens.fr/capital21c.

It would be a serious mistake, however, to think that changes in the mortality rate lead inevitably to
the disappearance of inherited wealth as a major factor in the economy. For one thing, the mortality
rate began to rise again in France in 2000–2010, and according to official demographic forecasts this
increase is likely to continue until 2040–2050, after which adult mortality should stabilize at around
1.4–1.5 percent. The explanation for this is that the baby boomers, who outnumber previous cohorts
(but are about the same size as subsequent ones), will reach the end of their life spans in this period.
In other words, the baby boom, which led to a structural increase in the size of birth cohorts,
temporarily reduced the mortality rate simply because the population grew younger and larger. French
demographics are fortunately quite simple, so that it is possible to present the principal effects of
demographic change in a clear manner. In the nineteenth century, the population was virtually
stationary, and life expectancy was about sixty years, so that the average person enjoyed a little over
forty years of adulthood, and the mortality rate was therefore close to 1/40, or actually about 2.2
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Wealth Ages with Population: The μ × m Effect
Let us now forget the effects of variations in cohort size: though important, they are essentially
transitory, unless we imagine that in the long run the population of the planet grows infinitely large or
infinitely small. Instead, I will adopt the very long-run perspective and assume that cohort size is
stable. How does increased life expectancy really affect the importance of inherited wealth? To be
sure, a longer life expectancy translates into a structural decrease in the mortality rate. In France,
where the average life expectancy in the twenty-first century will be eight to eighty-five years, the
adult mortality rate will stabilize at less than 1.5 percent a year, compared with 2.2 percent in the
nineteenth century, when the life expectancy was just over sixty. The increase in the average age of
death inevitably gives rise to a similar increase in the average age of heirs at the moment of
inheritance. In the nineteenth century, the average age of inheritance was just thirty; in the twenty-
first century it will be somewhere around fifty. As Figure 11.3 shows, the difference between the
average age of death and the average age of inheritance has always been around thirty years, for the
simple reason that the average age of childbirth (often referred to as “generational duration”) has been
relatively stable at around thirty over the long run (although there has been a slight increase in the
early twenty-first century).

But does the fact that people die later and inherit later imply that inherited wealth is losing its
importance? Not necessarily, in part because the growing importance of gifts between living
individuals has partly compensated for this aging effect, and in part because it may be that people are
inheriting later but receiving larger amounts, since wealth tends to age in an aging society. In other
words, the downward trend in the mortality rate—ineluctable in the very long run—can be
compensated by a similar structural increase in the relative wealth of older people, so that the product
μ × m remains unchanged or in any case falls much more slowly than some have believed. This is
precisely what happened in France: the ratio μ of average wealth at death to average wealth of the
living rose sharply after 1950–1960, and this gradual aging of wealth explains much of the increased
importance of inherited wealth in recent decades.

FIGURE 11.3.   Average age of decedents and inheritors: France, 1820–2100
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The average of (adult) decedents rose from less than 60 years to almost 80 years during the twentieth century, and the
average age at the time of inheritance rose from 30 years to 50 years.
Sources and series: see piketty.pse.ens.fr/capital21c.

Concretely, one finds that the product μ × m, which by definition measures the annual rate of
transmission by inheritance (or, in other words, the inheritance flow expressed as a percentage of
total private wealth), clearly began to rise over the past few decades, despite the continuing decrease
in the morality rate, as Figure 11.4 shows. The annual rate of transmission by inheritance, which
nineteenth-century economists called the “rate of estate devolution,” was according to my sources
relatively stable from the 1820s to the 1910s at around 3.3–3.5 percent, or roughly 1/30. It was also
said in those days that a fortune was inherited on average once every thirty years, that is, once a
generation, which is a somewhat too static view of things but partially justified by the reality of the
time.  The transmission rate decreased sharply in the period 1910–1950 and in the 1950s stood at
about 2 percent, before rising steadily to above 2.5 percent in 2000–2010.

FIGURE 11.4.   Inheritance flow versus mortality rate: France, 1820–2010
The annual flow of inheritance (bequests and gifts) is equal to about 2.5 percent of aggregate wealth in 2000–2010 versus 1.2
percent for the mortality rate.
Sources and series: see piketty.pse.ens.fr/capital21c.

To sum up: inheritance occurs later in aging societies, but wealth also ages, and the latter tends to
compensate the former. In this sense, a society in which people die older is very different from a
society in which they don’t die at all and inheritance effectively vanishes. Increased life expectancy
delays important life events: people study longer, start work later, inherit later, retire later, and die
later. But the relative importance of inherited wealth as opposed to earned income does not necessarily
change, or at any rate changes much less than people sometimes imagine. To be sure, inheriting later
in life may make choosing a profession more frequently necessary than in the past. But this is
compensated by the inheritance of larger amounts or by the receipt of gifts. In any case, the
difference is more one of degree than the dramatic change of civilization that is sometimes imagined.
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FIGURE 11.5.   The ratio between average wealth at death and average wealth of the living: France, 1820–2010
In 2000–2010, the average wealth at death is 20 percent higher than that of the living if one omits the gifts that were made
before death, but more than twice as large if one re-integrates gifts.
Sources and series: see piketty.pse.ens.fr/capital21c.

Note also the importance of gifts between living individuals over the past two centuries, as well as
their spectacular rise over the past several decades. The total annual value of gifts was 30–40 percent
of the annual value of inheritances from 1820 to 1870 (during which time gifts came mainly in the
form of dowries, that is, gifts to the spouse at the time of marriage, often with restrictions specified
in the marriage contract). Between 1870 and 1970 the value of gifts decreased slightly, stabilizing at
about 20–30 percent of inheritances, before increasing strongly and steadily to 40 percent in the
1980s, 60 percent in the 1990s, and more than 80 percent in 2000–2010. Today, transmission of
capital by gift is nearly as important as transmission by inheritance. Gifts account for almost half of
present inheritance flows, and it is therefore essential to take them into account. Concretely, if gifts
prior to death were not included, we would find that average wealth at death in 2000–2010 was just
over 20 percent higher than average wealth of the living. But this is simply a reflection of the fact that
the dead have already passed on nearly half of their assets. If we include gifts made prior to death, we
find that the (corrected) value of μ is actually greater than 220 percent: the corrected wealth of the
dead is nearly twice as great as that of the living. We are once again living in a golden age of gift
giving, much more so than in the nineteenth century.

It is interesting to note that the vast majority of gifts, today as in the nineteenth century, go to
children, often in the context of a real estate investment, and they are given on average about ten
years before the death of the donor (a gap that has remained relatively stable over time). The growing
importance of gifts since the 1970s has led to a decrease in the average age of the recipient: in 2000–
2010, the average age of an heir is forty-five to fifty, while that of the recipient of a gift is thirty-five
to forty, so that the difference between today and the nineteenth or early twentieth centuries is not as
great as it seems from Figure 11.3.  The most convincing explanation of this gradual and
progressive increase of gift giving, which began in the 1970s, well before fiscal incentives were put in
place in 1990–2000, is that parents with means gradually became aware that owing to the increase in
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This enrichment of the elderly is striking, in part because it explains the high value of μ, the ratio
of average wealth at time of death to average wealth of the living, in the Belle Époque (and therefore
the high inheritance flows), and even more because it tells us something quite specific about the
underlying economic process. The individual data we have are quite clear on this point: the very rapid
increase of wealth among the elderly in the late nineteenth and early twentieth centuries was a
straightforward consequence of the inequality r > g and of the cumulative and multiplicative logic it
implies. Concretely, elderly people with the largest fortunes often enjoyed capital incomes far in
excess of what they needed to live. Suppose, for example, that they obtained a return of 5 percent and
consumed two-fifths of their capital income while reinvesting the other three-fifths. Their wealth
would then have grown at a rate of 3 percent a year, and by the age of eighty-five they would have
been more than twice as rich as they were at age sixty. The mechanism is simple but extremely
powerful, and it explains the observed facts very well, except that the people with the largest fortunes
could often save more than three-fifths of their capital income (which would have accelerated the
divergence process), and the general growth of mean income and wealth was not quite zero (but
about 1 percent a year, which would have slowed it down a bit).
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How Will Inheritance Flows Evolve in the Twenty-First Century?
In view of the rapid increase of inheritance flows in recent decades, it is natural to ask if this increase
is likely to continue. Figure 11.6 shows two possible evolutions for the twenty-first century. The
central scenario is based on the assumption of an annual growth rate of 1.7 percent for the period
2010–2100 and a net return on capital of 3 percent.  The alternative scenario is based on the
assumption that growth will be reduced to 1 percent for the period 2010–2100, while the return on
capital will rise to 5 percent. This could happen, for instance, if all taxes on capital and capital income,
including the corporate income tax, were eliminated, or if such taxes were reduced while capital’s
share of income increased.

In the central scenario, simulations based on the theoretical model (which successfully accounts
for the evolutions of 1820–2010) suggest that the annual inheritance flow would continue to grow
until 2030–2040 and then stabilize at around 16–17 percent of national income. According to the
alternative scenario, the inheritance flow should increase even more until 2060–2070 and then stabilize
at around 24–25 percent of national income, a level similar to that observed in 1870–1910. In the first
case, inherited wealth would make only a partial comeback; in the second, its comeback would be
complete (as far as the total amount of inheritances and gifts is concerned). In both cases, the flow of
inheritances and gifts in the twenty-first century is expected to be quite high, and in particular much
higher than it was during the exceptionally low phase observed in the mid-twentieth century.

Such predictions are obviously highly uncertain and are of interest primarily for their illustrative
value. The evolution of inheritance flows in the twenty-first century depends on many economic,
demographic, and political factors, and history shows that these are subject to large and highly
unpredictable changes. It is easy to imagine other scenarios that would lead to different outcomes: for
instance, a spectacular acceleration of demographic or economic growth (which seems rather
implausible) or a radical change in public policy in regard to private capital or inheritance (which may
be more realistic).

FIGURE 11.6.   Observed and simulated inheritance flow: France, 1820–2100
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From the Annual Inheritance Flow to the Stock of Inherited Wealth
How does one go from the annual inheritance flow to the stock of inherited wealth? The detailed data
assembled on inheritance flows and ages of the deceased, their heirs, and gift givers and recipients
enable us to estimate for each year in the period 1820–2010 the share of inherited wealth in the total
wealth of individuals alive in that year (the method is essentially to add up bequests and gifts received
over the previous thirty years, sometimes more in the case of particularly early inheritances or
exceptionally long lives or less in the opposite case) and thus to determine the share of inherited
wealth in total private wealth. The principal results are indicated in Figure 11.7, where I also show the
results of simulations for the period 2010–2100 based on the two scenarios discussed above.

The orders of magnitude to bear in mind are the following. In the nineteenth and early twentieth
centuries, when the annual inheritance flow was 20–25 percent of national income, inherited wealth
accounted for nearly all private wealth: somewhere between 80 and 90 percent, with an upward trend.
Note, however, that in all societies, at all levels of wealth, a significant number of wealthy individuals,
between 10 and 20 percent, accumulate fortunes during their lifetimes, having started with nothing.
Nevertheless, inherited wealth accounts for the vast majority of cases. This should come as no
surprise: if one adds up an annual inheritance flow of 20 percent of national income for approximately
thirty years, one accumulates a very large sum of legacies and gifts, on the order of six years of
national income, which thus accounts for nearly all of private wealth.

FIGURE 11.7.   The share of inherited wealth in total wealth: France, 1850–2100
Inherited wealth represents 80–90 percent of total wealth in France in the nineteenth century; this share fell to 40–50
percent during the twentieth century, and might return to 80–90 percent during the twenty-first  century.
Sources and series: see piketty.pse.ens.fr/capital21c.

Over the course of the twentieth century, following the collapse of inheritance flows, this
equilibrium changed dramatically. The low point was attained in the 1970s: after several decades of
small inheritances and accumulation of new wealth, inherited capital accounted for just over 40
percent of total private capital. For the first time in history (except in new countries), wealth
accumulated in the lifetime of the living constituted the majority of all wealth: nearly 60 percent. It is
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FIGURE 11.8.   The annual inheritance flow as a fraction of household disposable income: France, 1820–2010
Expressed as a fraction of household disposable income (rather than national income), the annual inheritance flow is about
20 percent in 2010, in other words, close to its nineteenth-century level.
Sources and series: see piketty.pse.ens.fr/capital21c.
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Back to Vautrin’s Lecture
In order to have a more concrete idea of what inheritance represents in different people’s lives, and in
particular to respond more precisely to the existential question raised by Vautrin’s lecture (what sort
of life can one hope to live on earned income alone, compared to the life one can lead with inherited
wealth?), the best way to proceed is to consider things from the point of view of successive
generations in France since the beginning of the nineteenth century and compare the various
resources to which they would have had access in their lifetime. This is the only way to account
correctly for the fact that an inheritance is not a resource one receives every year.

FIGURE 11.9.   The share of inheritance in the total resources (inheritance and work) of cohorts born in 1790–2030
Inheritance made about 25 percent of the resources of nineteenth-century cohorts, down to less than 10 percent for cohorts
born in 1910–1920 (who should have inherited in 1950–1960).
Sources and series: see piketty.pse.ens.fr/capital21c.

Consider first the evolution of the share of inheritance in the total resources available to generations
born in France in the period 1790–2030 (see Figure 11.9). I proceeded as follows. Starting with series
of annual inheritance flows and detailed data concerning ages of the deceased, heirs, gift givers, and
gift recipients, I calculated the share of inherited wealth in total available resources as a function of
year of birth. Available resources include both inherited wealth (bequests and gifts) and income from
labor, less taxes,  capitalized over the individual’s lifetime using the average net return on capital in
each year. Although this is the most reasonable way to approach the question initially, note that it
probably leads to a slight underestimate of the share of inheritance, because heirs (and people with
large fortunes more generally) are usually able to obtain a higher return on capital than the interest rate
paid on savings from earned income.

The results obtained are the following. If we look at all people born in France in the 1790s, we find
that inheritance accounted for about 24 percent of the total resources available to them during their
lifetimes, so that income from labor accounted for about 76 percent. For individuals born in the
1810s, the share of inheritance was 25 percent, leaving 75 percent for earned income. The same is
approximately true for all the cohorts of the nineteenth century and up to World War I. Note that the
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FIGURE 11.10.   The dilemma of Rastignac for cohorts born in 1790–2030
In the nineteenth century, the living standards that could be attained by the top 1 percent inheritors were a lot higher than
those that could be attained by the top 1 percent labor earners.
Sources and series: see piketty.pse.ens.fr/capital21c.

The choice was almost as clear for the baby boom cohorts: a Rastignac born in 1940–1950 had
every reason to aim for a job in the top centile (which afforded resources 10–12 times greater than
the lower class standard) and to ignore the Vautrins of the day (since the top centile of inheritances
brought in just 6–7 times the lower class standard). For all these generations, success through work
was more profitable and not just more moral.

Concretely, these results also indicate that throughout this period, and for all the cohorts born
between 1910 and 1960, the top centile of the income hierarchy consisted largely of people whose
primary source of income was work. This was a major change, not only because it was a historical
first (in France and most likely in all other European countries) but also because the top centile is an
extremely important group in every society.  As noted in Chapter 7, the top centile is a relatively
broad elite that plays a central role in shaping the economic, political, and symbolic structure of
society.  In all traditional societies (remember that the aristocracy represented 1–2 percent of the
population in 1789), and in fact down to the Belle Époque (despite the hopes kindled by the French
Revolution), this group was always dominated by inherited capital. The fact that this was not the case
for the cohorts born in the first half of the twentieth century was therefore a major event, which
fostered unprecedented faith in the irreversibility of social progress and the end of the old social order.
To be sure, inequality was not eradicated in the three decades after World War II, but it was viewed
primarily from the optimistic angle of wage inequalities. To be sure, there were significant differences
between blue-collar workers, white-collar workers, and managers, and these disparities tended to
grow wider in France in the 1950s. But there was a fundamental unity to this society, in which
everyone participated in the communion of labor and honored the meritocratic ideal. People believed
that the arbitrary inequalities of inherited wealth were a thing of the past.

For the cohorts born in the 1970s, and even more for those born later, things are quite different. In
particular, life choices have become more complex: the inherited wealth of the top centile counts for
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inherits next to nothing.).  Of course, there is nothing to prevent the inheriting sixth from acquiring
diplomas or working and no doubt earning more through work than the bottom half of the income
distribution. This is nevertheless a fairly disturbing form of inequality, which is in the process of
attaining historically unprecedented heights. It is also more difficult to represent artistically or to
correct politically, because it is a commonplace inequality opposing broad segments of the population
rather than pitting a small elite against the rest of society.

FIGURE 11.11.   Which fraction of a cohort receives in inheritance the equivalent of a lifetime labor income?
Within the cohorts born around 1970–1980, 12–14 percent of individuals receive in inheritance the equivalent of the
lifetime labor income received by the bottom 50 percent less well paid workers.
Sources and series: see piketty.pse.ens.fr/capital21c.
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The Return of Inherited Wealth: A European or Global Phenomenon?
Can our results concerning the return of inherited wealth in France be extended to other countries? In
view of the limitations of the available data, it is unfortunately impossible to give a precise answer to
this question. There are apparently no other countries with estate records as rich and comprehensive
as the French data. Nevertheless, a number of points seem to be well established. First, the imperfect
data collected to date for other European countries, especially Germany and Britain, suggest that the
U-shaped curve of inheritance flows in France in the twentieth century actually reflects the reality
everywhere in Europe (see Figure 11.12).

FIGURE 11.12.   The inheritance flow in Europe, 1900–2010
The inheritance flow follows a U-shape in curve in France as well as in the United Kingdom and Germany. It  is possible that
gifts are underestimated in the United Kingdom at the end of the period.
Sources and series: see piketty.pse.ens.fr/capital21c.

In Germany, in particular, available estimates—unfortunately based on a limited number of years—
suggest that inheritance flows collapsed even further than in France following the shocks of 1914–
1945, from about 16 percent of national income in 1910 to just 2 percent in 1960. Since then they
have risen sharply and steadily, with an acceleration in 1980–1990, until in 2000–2010 they attained a
level of 10–11 percent of national income. This is lower than in France (where the figure for 2010
was about 15 percent of national income), but since Germany started from a lower point in 1950–
1960, the rebound of inheritance flows has actually been stronger there. In addition, the current
difference between flows in France and Germany is entirely due to the difference in the
capital/income ratio (β, presented in Part Two). If total private wealth in Germany were to rise to the
same level as in France, the inheritance flows would also equalize (all other things being equal). It is
also interesting to note that the strong rebound of inheritance flows in Germany is largely due to a
very sharp increase in gifts, just as in France. The annual volume of gifts recorded by the German
authorities represented the equivalent of 10–20 percent of the total amount of inheritances before
1970–1980. Thereafter it rose gradually to about 60 percent in 2000–2010. Finally, the smaller
inheritance flow in Germany in 1910 was largely a result of more rapid demographic growth north of
the Rhine at that time (the “m effect,” as it were). By the same token, because German demographic
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FIGURE 12.1.   The world’s billionaires according to Forbes, 1987–2013
Between 1987 and 2013, the number of $ billionaires rose according to Forbes from 140 to 1,400, and their total wealth rose
from 300 to 5,400 billion dollars.
Sources and series: see piketty.pse.ens.fr/capital21c.

The only way to make sense of these wealth rankings is to examine the evolution of the amount of
wealth owned by a fixed percentage of the world’s population, say the richest twenty-millionth of the
adult population of the planet: roughly 150 people out of 3 billion adults in the late 1980s and 225
people out of 4.5 billion in the early 2010s. We then find that the average wealth of this group has
increased from just over $1.5 billion in 1987 to nearly $15 billion in 2013, for an average growth rate
of 6.4 percent above inflation.  If we now consider the one-hundred-millionth wealthiest part of the
world’s population, or about 30 people out of 3 billion in the late 1980s and 45 out of 4.5 billion in the
early 2010s, we find that their average wealth increased from just over $3 billion to almost $35 billion,
for an even higher growth rate of 6.8 percent above inflation. For the sake of comparison, average
global wealth per capita increased by 2.1 percent a year, and average global income by 1.4 percent a
year, as indicated in Table 12.1.
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FIGURE 12.2.   Billionaires as a fraction of global population and wealth, 1987–2013
Between 1987 and 2013, the number of billionaires per 100 million adults rose from five to thirty, and their share in
aggregate private wealth rose from 0.4 percent to 1.5 percent.
Sources and series: see piketty.pse.ens.fr/capital21c.

To sum up: since the 1980s, global wealth has increased on average a little faster than income (this
is the upward trend in the capital/income ratio examined in Part Two), and the largest fortunes grew
much more rapidly than average wealth. This is the new fact that the Forbes rankings help us bring to
light, assuming that they are reliable.

Note that the precise conclusions depend quite heavily on the years chosen for consideration. For
example, if we look at the period 1990–2010 instead of 1987–2013, the real rate of growth of the
largest fortunes drops to 4 percent a year instead of 6 or 7.  This is because 1990 marked a peak in
global stock and real estate prices, while 2010 was a fairly low point for both (see Figure 12.2).
Nevertheless, no matter what years we choose, the structural rate of growth of the largest fortunes
seems always to be greater than the average growth of the average fortune (roughly at least twice as
great). If we look at the evolution of the shares of the various millionths of large fortunes in global
wealth, we find increases by more than a factor of 3 in less than thirty years (see Figure 12.3). To be
sure, the amounts remain relatively small when expressed as a proportion of global wealth, but the
rate of divergence is nevertheless spectacular. If such an evolution were to continue indefinitely, the
share of these extremely tiny groups could reach quite substantial levels by the end of the twenty-first
century.
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FIGURE 12.3.   The share of top wealth fractiles in world wealth, 1987–2013
Between 1987 and 2013, the share of the top 1/20 million fractile rose from 0.3 percent to 0.9 percent of world wealth, and
the share of the top 1/100 million fractile rose from 0.1 percent to 0.4 percent.
Sources and series: see piketty.pse.ens.fr/capital21c.

Can this conclusion perhaps be extended to broader segments of the global wealth distribution, in
which case the divergence would occur much more rapidly? The first problem with the Forbes and
other magazine rankings is that they list too few people to be truly significant in macroeconomic
terms. Regardless of the rapid rates of divergence and the extreme size of certain individual fortunes,
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The second conclusion that emerges clearly from Table 12.2 is that the return increases rapidly
with size of endowment. For the 500 of 850 universities whose endowment was less than $100
million, the average return was 6.2 percent in 1980–2010 (and 5.1 percent in 1990–2010), which is
already fairly high and significantly above the average return on all private wealth in these periods.
The greater the endowment, the greater the return. For the 60 universities with endowments of more
than $1 billion, the average return was 8.8 percent in 1980–2010 (and 7.8 percent in 1990–2010). For
the top trio (Harvard, Yale, and Princeton), which has not changed since 1980, the yield was 10.2
percent in 1980–2010 (and 10.0 percent in 1990–2010), twice as much as the less well-endowed
institutions.

If we look at the investment strategies of different universities, we find highly diversified portfolios
at all levels, with a clear preference for US and foreign stocks and private sector bonds (government
bonds, especially US Treasuries, which do not pay well, account for less than 10 percent of all these
portfolios and are almost totally absent from the largest endowments). The higher we go in the
endowment hierarchy, the more often we find “alternative investment strategies,” that is, very high
yield investments such as shares in private equity funds and unlisted foreign stocks (which require
great expertise), hedge funds, derivatives, real estate, and raw materials, including energy, natural
resources, and related products (these, too, require specialized expertise and offer very high potential
yields).  If we consider the importance in these various portfolios of “alternative investments,”
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Will China Own the World?
The sovereign wealth funds of non-petroleum-exporting countries raise a different kind of problem.
Why would a country with no particular natural resources to speak of decide to own another
country? One possibility is of course neocolonial ambitions, a pure will to power, as in the era of
European colonialism. But the difference is that in those days the European countries enjoyed a
technological advantage that ensured their domination. China and other emerging nonpetroleum
countries are growing very rapidly, to be sure, but the evidence suggests that this rapid growth will
end once they catch up with the leaders in terms of productivity and standard of living. The diffusion
of knowledge and productive technologies is a fundamentally equalizing process: once the less
advanced countries catch up with the more advanced, they cease to grow more rapidly.

In the central scenario for the evolution of the global capital/income ratio that I discussed in
Chapter 5, I assumed that the savings rate would stabilize at around 10 percent of national income as
this international convergence process neared its end. In that case, the accumulation of capital would
attain comparable proportions everywhere. A very large share of the world’s capital stock would of
course be accumulated in Asia, and especially China, in keeping with the region’s future share of
global output. But according to the central scenario, the capital/income ratio would be the same on all
continents, so that there would be no major imbalance between savings and investment in any region.
Africa would be the only exception: in the central scenario depicted in Figures 12.4 and 12.5, the
capital/income ratio is expected to be lower in Africa than in other continents throughout the twenty-
first century (essentially because Africa is catching up economically much more slowly and its
demographic transition is also delayed).  If capital can flow freely across borders, one would expect
to see a flow of investments in Africa from other countries, especially China and other Asian nations.
For the reasons discussed above, this could give rise to serious tensions, signs of which are already
visible.

FIGURE 12.4.   The world capital/income ratio, 1870–2100
According to the simulations (central scenario), the world capital/income ratio might be near to 700 percent by the end of
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the twenty-first  century.
Sources and series: see piketty.pse.ens.fr/capital21c.

To be sure, one can easily imagine scenarios much more unbalanced than the central scenario.
Nevertheless, the forces of divergence are much less obvious than in the case of the sovereign wealth
funds, whose growth depends on windfalls totally disproportionate to the needs of the populations
benefiting from them (especially where those populations are tiny). This leads to endless
accumulation, which the inequality r > g transforms into a permanent divergence in the global capital
distribution. To sum up, petroleum rents might well enable the oil states to buy the rest of the planet
(or much of it) and to live on the rents of their accumulated capital.

FIGURE 12.5.   The distribution of world capital, 1870–2100
According to the central scenatio, Asian countries should own about half of world capital by the end of the twenty-first
century.
Sources and series: see piketty.pse.ens.fr/capital21c.

China, India, and other emerging countries are different. These countries have large populations
whose needs (for both consumption and investment) remain far from satisfied. One can of course
imagine scenarios in which the Chinese savings rate would remain persistently above the savings rate
in Europe or North America: for example, China might choose a retirement system funded by
investments rather than a pay-as-you-go system—a rather tempting choice in a low-growth
environment (and even more tempting if demographic growth is negative).  For example, if China
saves 20 percent of its national income until 2100, while Europe and the United States save only 10
percent, then by 2100 a large part of the Old and New Worlds will be owned by enormous Chinese
pension funds.  Although this is logically possible, it is not very plausible, in part because Chinese
workers and Chinese society as a whole would no doubt prefer (not without reason) to rely in large
part on a public partition system for their retirement (as in Europe and the United States) and in part
because of the political considerations already noted in the case of the petroleum exporting countries
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FIGURE 12.6.   The net foreign asset position of rich countries
Unregistered financial assets held in tax havens are higher than the official net foreign debt of rich countries.
Sources and series: see piketty.pse.ens.fr/capital21c.

By comparing all the available sources and exploiting previously unused Swiss bank data, Gabriel
Zucman was able to show that the most plausible reason for the discrepancy is that large amounts of
unreported financial assets are held in tax havens. By his cautious estimate, these amount to nearly 10
percent of global GDP.  Certain nongovernmental organizations have proposed even larger estimates
(up to 2 or 3 times larger). Given the current state of the available sources, I believe that Zucman’s
estimate is slightly more realistic, but such estimates are by nature uncertain, and it is possible that
Zucman’s is a lower bound.  In any event, the important fact is that this lower bound is already
extremely high. In particular, it is more than twice as large as the official negative net position of the
combined rich countries (see Figure 12.6).  Now, all the evidence indicates that the vast majority (at
least three-quarters) of the financial assets held in tax havens belongs to residents of the rich
countries. The conclusion is obvious: the net asset position of the rich countries relative to the rest of
the world is in fact positive (the rich countries own on average more than the poor countries and not
vice versa, which ultimately is not very surprising), but this is masked by the fact that the wealthiest
residents of the rich countries are hiding some of their assets in tax havens. In particular, this implies
that the very sharp increase in private wealth (relative to national income) in the rich countries in
recent decades is actually even larger than we estimated on the basis of official accounts. The same is
true of the upward trend of the share of large fortunes in total wealth.  Indeed, this shows how
difficult it is to track assets in the globalized capitalism of the early twenty-first century, thus blurring
our picture of the basic geography of wealth.
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The Growth of the Social State in the Twentieth Century
The simplest way to measure the change in the government’s role in the economy and society is to
look at the total amount of taxes relative to national income. Figure 13.1 shows the historical
trajectory of four countries (the United States, Britain, France, and Sweden) that are fairly
representative of what has happened in the rich countries.  There are both striking similarities and
important differences in the observed evolutions.

FIGURE 13.1.   Tax revenues in rich countries, 1870–2010
Total tax revenues were less than 10 percent of national income in rich countries until 1900–1910; they represent between
30 percent and 55 percent of national income in 2000–2010.
Sources and series: see piketty.pse.ens.fr/capital21c.

The first similarity is that taxes consumed less than 10 percent of national income in all four
countries during the nineteenth century and up to World War I. This reflects the fact that the state at
that time had very little involvement in economic and social life. With 7–8 percent of national income,
it is possible for a government to fulfill its central “regalian” functions (police, courts, army, foreign
affairs, general administration, etc.) but not much more. After paying to maintain order, enforce
property rights, and sustain the military (which often accounts for more than half of total
expenditures), not much remained in the government’s coffers.  States in this period also paid for
some roads and other infrastructure, as well as schools, universities, and hospitals, but most people
had access only to fairly rudimentary educational and health services.

Between 1920 and 1980, the share of national income that the wealthy countries chose to devote to
social spending increased considerably. In just half a century, the share of taxes in national income
increased by a factor of at least 3 or 4 (and in the Nordic countries more than 5). Between 1980 and
2010, however, the tax share stabilized everywhere. This stabilization took place at different levels in
each country, however: just over 30 percent of national income in the United States, around 40
percent in Britain, and between 45 and 55 percent on the European continent (45 percent in Germany,
50 percent in France, and nearly 55 percent in Sweden).  The differences between countries are
significant.  Nevertheless, the secular evolutions are closely matched, in particular the almost perfect
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FIGURE 14.1.   Top income tax rates, 1900–2013
The top marginal tax rate of the income tax (applying to the highest incomes) in the United States dropped from 70 percent
in 1980 to 28 percent in 1988.
Sources and series: see piketty.pse.ens.fr/capital21c.

In France, the 1914 income tax law provided for a top rate of just 2 percent, which applied to only
a tiny minority of taxpayers. It was only after the war, in a radically different political and financial
context, that the top rate was raised to “modern” levels: 50 percent in 1920, then 60 percent in 1924,
and even 72 percent in 1925. Particularly striking is the fact that the crucial law of June 25, 1920,
which raised the top rate to 50 percent and can actually be seen as a second coming of the income
tax, was adopted by the so-called blue-sky Chamber (one of the most right-wing Chambers of
Deputies in the history of the French Republic) with its “National Bloc” majority, made up largely of
the very delegations who had most vehemently opposed the creation of an income tax with a top rate
of 2 percent before the war. This complete reversal of the right-wing position on progressive taxation
was of course due to the disastrous financial situation created by the war. During the conflict the
government had run up considerable debts, and despite the ritual speeches in which politician after
politician declared that “Germany will pay,” everyone knew that new fiscal resources would have to
be found. Postwar shortages and the recourse to the printing press had driven inflation to previously
unknown heights, so that the purchasing power of workers remained below 1914 levels, and several
waves of strikes in May and June of 1919 threatened the country with paralysis. In such
circumstances, political proclivities hardly mattered: new sources of revenue were essential, and no
one believed that those with the highest incomes ought to be spared. The Bolshevik Revolution of
1917 was fresh in everyone’s mind. It was in this chaotic and explosive situation that the modern
progressive income tax was born.

The German case is particularly interesting, because Germany had had a progressive income tax
for more than twenty years before the war. Throughout that period of peace, tax rates were never
raised significantly. In Prussia, the top rate remained stable at 3 percent from 1891 to 1914 and then
rose to 4 percent from 1915 to 1918, before ultimately shooting up to 40 percent in 1919–1920, in a
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right), there was one unanswerable argument to progressivity, which right-thinking people should
oppose tooth and nail: France, he maintained, became an egalitarian country thanks to the French
Revolution, which redistributed the land (up to a point) and above all established equality before the
law with the Civil Code, which instituted equal property rights and the right of free contract. Hence
there was no need for a progressive and confiscatory tax. Of course, he added, such a tax might well
be useful in a class-ridden aristocratic society like that of Britain, across the English Channel, but not
in France.

FIGURE 14.2.   Top inheritance tax rates, 1900–2013
The top marginal tax rate of the inheritance tax (applying to the highest inheritances) in the United States dropped from 70
percent in 1980 to 35 percent in 2013.
Sources and series: see piketty.pse.ens.fr/capital21c.

As it happens, if Leroy-Beaulieu had bothered to consult the probate records published by the tax
authorities shortly after the reform of 1901, he would have discovered that wealth was nearly as
concentrated in republican France during the Belle Époque as it was in monarchical Britain. In
parliamentary debate in 1907 and 1908, proponents of the income tax frequently referred to these
statistics.  This interesting example shows that even a tax with low rates can be a source of
knowledge and a force for democratic transparency.

In other countries the estate tax was also transformed after World War I. In Germany, the idea of
imposing a small tax on the very largest estates was extensively discussed in parliamentary debate at
the end of the nineteenth century and beginning of the twentieth. Leaders of the Social Democratic
Party, starting with August Bebel and Eduard Bernstein, pointed out that an estate tax would make it
possible to decrease the heavy burden of indirect taxes on workers, who would then be able to
improve their lot. But the Reichstag could not agree on a new tax: the reforms of 1906 and 1909 did
institute a very small estate tax, but bequests to a spouse or children (that is, the vast majority of
estates) were entirely exempt, no matter how large. It was not until 1919 that the German estate tax
was extend to family bequests, and the top rate (on the largest estates) was abruptly increased from 0
to 35 percent.  The role of the war and of the political changes it induced seems to have been
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