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INTRODUCTION:
WHY “CAPITAL IN
THE TWENTY-
FIRST CENTURY”

STILL MATTERS

When Thomas Piketty
published Capital in
the Twenty-First
Century in 2013
(English translation
2014), it became an
unlikely bestseller. A
700-page academic
treatise on wealth
inequality, packed with
data tables and
economic theory,

suddenly topped
Amazon charts and
sparked debates from
Davos to dinner tables.
The book’s central
argument - that the
modern economy
tends to concentrate
wealth in fewer hands
unless checked by
policy - resonated
deeply in the aftermath
of the 2008 financial
crisis. Nearly a decade
later, Thomas
Piketty’s Capital in
the 21st Century
remains one of the
most influential works
in economics, shaping
how we think about
capitalism, taxation,


https://remodelicious.com/

and social justice. This
article explores its core
ideas, the evidence
behind them, and why
the conversation
around wealth
inequality is far from
over.

THE CORE THESIS:
R > G AND THE
DYNAMICS OF
INEQUALITY

At the heart of Capital
in the 21st Century
lies a simple but
powerful formula: r >
g. Here, r represents
the average rate of
return on capital
(profits, dividends,
interest, rent), while g
stands for the growth
rate of the economy
(output and income).
When the return on
wealth persistently
exceeds the growth
rate, wealth
accumulated in the
past grows faster than
the overall economy.

This creates a natural
tendency for inequality
to increase, as those
who already own
capital see their
fortunes multiply, while
those who rely solely
on labor income fall
behind.

Piketty is careful to
state that this is not a
law of nature but a
historical pattern. In
the 20th century, two
world wars, the Great
Depression, and
progressive tax policies
temporarily reversed
the trend. But since the
1970s, as growth
slowed and returns on
capital remained high,
r has once again
outstripped g, leading
to a return of
“patrimonial
capitalism” - a society
where inherited wealth
dominates. The book
painstakingly
documents this shift
across countries, using
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data from the World
Top Incomes Database
(now the World
Inequality Database).

What
“Capital”
Means in
This
Context

Piketty defines capital
broadly as everything
that can be owned and
traded on markets:
land, real estate,
machinery, patents,
stocks, bonds, and
even art. Importantly,
it excludes “human
capital” - skills and
education - because
those cannot be easily
transferred or
inherited. By analyzing
the capital-to-income
ratio (the total value of

capital divided by
national income) over
two centuries, Piketty
shows that wealthy
nations like France,
Britain, and the U.S.
are returning to levels
of capital concentration
last seen in the belle
époque (1870-1914).

THE HISTORICAL
DATA: A
MONUMENTAL
EFFORT IN
ECONOMIC
HISTORY

One of the most
impressive

contributions of
Thomas Piketty’s
Capital in the 21st
Century is the sheer
scale of historical data
assembled. Working
with collaborators like
Emmanuel Saez and
Gabriel Zucman,
Piketty compiled tax
records, estate data,
and national accounts



stretching back to the
18th century. This
empirical foundation
gives the book its
credibility. Key findings
include:

e The
capital/income
ratio in Europe
has risen from
around
200-300% in the
1950s to over
500% by 2010 -
close to pre-1914
levels.

e The top 1% of
earners in the
United States
captured nearly
20% of national
income in 2010,
up from about
8% in the 1970s.

¢ Inherited
wealth is
making a
comeback: in
France, the share
of inherited
wealth in total
private capital

rose from less
than 10% in the
1970s to over
60% by 2010.

These patterns
convinced Piketty that
the 20th century’s
“great compression” of
inequality was an
anomaly, not a
permanent

achievement. Without
deliberate intervention,
capitalism naturally
drifts toward oligarchy.

THE THREE
FUNDAMENTAL
FORCES OF
DIVERGENCE

Piketty identifies three
mechanisms that
concentrate wealth
over time:

1. The
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Pure

Logic of r

> g

As already explained,
when returns on capital
outpace economic
growth, wealth begets
more wealth. Even a
small gap between r
and g can produce
enormous inequality
over generations. For
example, if r = 5% and
g = 1%, a wealthy
family’s capital doubles
every 14 years, while
the economy takes 70
years to double. The
result is a self-
reinforcing cycle of
accumulation.

2. The

Rise of
Super-
Managers

Piketty notes that top
labour incomes -
salaries and bonuses of
CEOs, bankers, and
lawyers - have surged
in recent decades,
especially in the U.S.
This “meritocratic
extremism” is partly
justified by effort and
talent, but he argues it
reflects a social norm
shift rather than pure
productivity. Top
executives often set
their own
compensation, creating
a feedback loop that
widens the gap
between the 1% and
the rest.



KEY CONCEPTS:
UNDERSTANDING

3. The
Declinmp wearn

INEQUALITY

Prog re‘l% Bl'ow the argument

in Capital in the 21st

Ve Century, it helps to
\ grasp a few core
Taxat|on definitions:
From the 1930s to the : _Natlona!
: income is the
1970s, top marginal
. . total flow of
income tax rates in
. goods and
many countries .
services

exceeded 70% (and
reached 90% in the
U.S.). These high taxes
acted as a brake on
extreme accumulation.
Since the 1980s, tax
cuts have reduced

produced in a
year. It can be
split into labour
income (wages,
salaries) and
capital income
(profits, rents,

those rates to 30-40%,

. dividends).
removing a key

. The
equalizing  force. capital/income
Piketty argues that ratio (B = K/Y)

lower taxes on top
incomes correlate
directly with the rise in
income share of the
top 1%.

shows the stock
of capital relative
to annual
income. A high (8
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means society is
rich in
accumulated
assets.

e Wealth
inequality
refers to the
distribution of
the capital stock,
not just income.
Piketty shows
that wealth
inequality is far
more extreme
than income
inequality in
most developed
nations.

These tools allow
Piketty to paint a
comprehensive picture.
For instance, in France
today, the top 10%
own about 60% of all

wealth, while the
bottom 50% own less
than 5%. Such

disparities, he argues,
undermine democratic
equality and social
mobility.

CRITIQUES AND
CONTROVERSIES

No major work escapes
criticism, and Thomas
Piketty’s Capital in
the 21st Century has
been scrutinized from
various angles:

1. Data reliability:
Some
economists, like
Chris Giles of the
Financial Times,
questioned
errors in Piketty’s
data on U.K.
wealth shares.
Piketty
responded by
correcting minor
mistakes while
defending the
overall trends.

2. Ther>g
mechanism:
Critics argue that
rand g are not
independent.
High returns on
capital can boost
growth, and low



growth can
reduce returns.
Additionally, the
formula works
over long periods
but doesn’t
automatically
produce endless
inequality - wars,
crises, and policy
changes have
disrupted it
before.

. Missing

factors: Some
scholars note
that the book
gives insufficient
attention to
housing costs,
technological
change, or global
capital flows.
Others contend
that Piketty’s
proposed
solution - a
global tax on
capital - is
politically
impossible.

4. Optimistic

counter-
arguments:
Economists like
Daron Acemoglu
and James
Robinson argue
that institutions
and politics, not
just economic
laws, determine
inequality. They
point to countries
like Norway or
Japan that have
maintained
greater equality
despite market
forces.

Despite these critiques,
the broad consensus is
that Piketty’s data and
insights have shifted
the Overton window.
Today, few mainstream
economists deny that
inequality is a pressing
issue, even if they
disagree on remedies.

POLICY
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IMPLICATIONSwAat, which is

GLOBAL TAX ON

CAPITAL

Piketty does not
merely diagnose the
problem; he prescribes
a bold solution: a
progressive annual tax
on net wealth, applied
globally. The tax would
start at 0.1% on assets
below €1 million and
rise to 2% or more on
extreme fortunes over
€100 million. He
argues that such a tax
would:

e Curb the
concentration
of wealth by
reducing the net
return on large
fortunes.

e Generate
revenue for
public
investment and
social programs.

e Create
transparency
about who owns

currently
obscured by tax
havens.

While acknowledging
the practical difficulties
of global coordination,
Piketty insists that a
modest, cooperative
tax is more feasible
than often assumed.
He points to ongoing
efforts at the OECD to
set minimum corporate
tax rates as proof that
international fiscal
cooperation can work.
Without such
measures, he predicts
that the 21st century
will resemble the 19th
- an era of inherited
privilege and social
unrest.

LEGACY AND
INFLUENCE ON
MODERN
ECONOMICS

Capital in the 21st
Century has left an



indelible mark. It
inspired a wave of
empirical research on
inequality, led to the
creation of the World
Inequality Lab, and
influenced political
debates from the
Occupy movement to
Bernie Sanders’
campaigns. Central
banks now routinely
publish inequality data,
while the IMF and
World Bank have
incorporated
distributional analysis
into their work.
Piketty's follow-up
books - Capital and
Ideology (2019) and A
Brief History of Equality
(2021) - expand the
argument to include
the role of political
ideologies and the long
arc toward greater
equality.

For students and
general readers,
Thomas Piketty’s

Capital in the 21st
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Century remains the
essential starting point
for understanding why
wealth inequality is not
a bug but a feature of
unregulated capitalism.
It challenges us to
decide whether we
want to live in a
society dominated by
the “patrimonial
middle class” (where
everyone owns a bit of
capital) or one where a
tiny elite owns
everything. The choice,
as Piketty
demonstrates, s
political.

CONCLUSION: THE
CONVERSATION
CONTINUES

Nearly a decade after
its publication, Capital
in the 21st Century
still provokes, informs,
and disturbs. Its central
insight - that wealth
tends to concentrate
unless actively
redistributed has
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been validated by the
pandemic-era boom in
billionaire fortunes and
the recent global
inflation crisis. Whether
you agree with
Piketty’s policy
proposals or not, his
work has permanently
elevated the status of
inequality as a core
concern of economics.
The book’s real legacy
may be that millions of
people now ask a
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simple question: who
benefits from economic
growth? As long as that
guestion remains
unanswered, Piketty’s
masterpiece  will
continue to be read,
debated, and cited.
The 21st century may
yet prove him right - or
we may prove him
wrong by taking
deliberate action to
create a more equal
world.



