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Capital Accumulation in 
the 21st Century

Mega yachts line the harbour of Cannes



French economist, Thomas Piketty’s 700-page tome “Capital in 
the Twenty-First Century” created a stir in economists’ circles 
and became an unlikely bestseller among the general public.



Piketty’s builds around some central macroeconomic 
relationships. The first is the average annual net rate of return 
on capital, called ‘r’, which sums profits, dividends, interest, 
rents, capital gains, etc. It is expressed as a percentage of 
capital’s total value.

Monaco, the cozy little principality on the Riviera coast 
is outside of French laws, and in particular, its tax laws



The rate of growth is called ‘g’. This is the annual increase 
(decrease) in net output.

Wealth accumulation is a function of the relation between r 
and g. Whenever r is greater than g (r>g), wealth accruing 
from capital will accumulate.

Monte Carlo Casino
Temple of the Casino 
Economy



Further important relationships:
The ratio of aggregate wealth to national income - β (beta) 
Capital income’s share of total income - α (alpha) 
α=r×β is an accounting identity.

Monaco luxury condos



If β=600% and r=5%, then α = r×β = 600/20 = 30% 
In other words, if wealth is equal to six years of national 
income, and the rate of return on capital is 5%, then capital 
incomes’ share of total income is 30 percent.

In the shadow of wealth

The servant class commutes 
into Monaco from nearby 
French towns.



The ratio of capital to annual income (Piketty’s β) in Europe 1870-2010 

β



Since the late 1970s, the upwards trend in income inequalities in the U.S. 
has been dramatic. Note the correlation to Piketty’s wealth trends.

Market income share of U.S. top 0.01%. Emanuel 
Saez 2013



Figure 3. 1. Capital in Britain,  1700– 2010

The industrial revolution changed the composition of capital from mainly 
being agricultural land to industrial capital. Since the middle of the 20th 
century, housing capital has risen in importance relative to industrial capital.

β



Figure 4.6. Capital in the United States,  1770–2010

Not having had a class of land-owning nobility with a large stock of 
inherited estate wealth, capital was only worth three years of national 
income when the industrial revolution took off around 1770. 
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Figure 3. 6. Private and public capital in France,  1700–2010.
After world wars and depression, β  fell and private wealth were low 
across the board. Around 1950, public capital in France-was worth around 
one year of national income and two years for private capital.

β



Does tax havens augment the inequality of wealth distribution? 

Piketty: “A substantial fraction of global financial assets is 
already hidden away in various tax havens, thus limiting our 
ability to analyze the geographic distribution of global wealth.”

Monte Carlo street. Shops don’t sell flowers 
or groceries, but wealth management 



Curiously, aggregate global trade and global net national debts 
both show deficits. This is a statistical impossibility! 

Does Earth run trade and net lending deficits with Space Aliens? 

ONE out of 
THREE is a 
millionaire in 
Monaco



Of course not. We don’t trade with the Moon nor lend money 
to Mars. The deficits mainly represent unreported leakage to 
tax havens.

In 2012, the Tax Justice Network estimated unreported wealth 
stashed away in tax havens to be between $21 and $32 trillion. 

An old song in a new spirit: 
If you're going to Monte Carlo 
Be sure to wear some gold around your neck



Compare that to in 2012 the 18 top high-income countries had 
a combined GDP of approximately $45 trillion. 

Assuming Piketty’s β  to be 500% and net output (i.e. minus 
depreciation and used-up materials) 85% of GDP, the TJN 
estimate adds 10%-16% to global wealth.

Jean-Claude Juncker during 18 years at the helm of Luxemburg 
turned the mini-state into a vibrant tax haven. As a reward he was 
promoted to the top post in the EU - Commission President. 



In the harbours along the Riviera, wealth is tangible. So is tax 
evasion: invariably the cruisers are registered in tax havens. No, 
it is not the flag of Ontario, but the look-alike Cayman Islands’ 
that the cruiser in front fly.



r>g
Piketty’s conclusion: the historical tendency of 
capitalism is to accumulate wealth faster than 
growth of output. At the moment the equation 
is approximately 5>2. 

I told you so



Marx theories on economics was a combination of intuition 
and deduction from imperfect data sources.
If one wants to scientifically verify the hypothesis that capital 
accumulation is the dominant tendency of capitalism, it requires 
access to very long data series on a cross country basis.
Such a research project was not possible in Marx days. 

Marx and Engels in conversation



Piketty also shows that growth of wealth accelerates with 
concentration:

Between 1987 and 2013, the highest global wealth fractiles 
grew 6%–7% per year versus 2.1% for average world wealth 
and 1.4% for average world income.

From Russia with love. Russia and China have buried the culture 
of the comrades and fully embraced the gospel of private wealth



Piketty has utilized the power of modern research tools 
including the fact that an increasing number of archives with 
historical economic data can be accessed over the Internet.
His result is a clear validation of the existence of capitalist 
accumulation, much along the lines of Marx’ deductions.
The trend buckled by the middle of the 20 century. However, 
this was an anomaly, mainly due to wars and depression. 

Picturesque Monaco hides a dark secret, it attracts 
those who want to evade their social responsibility



Tax havens play a central role in the parking of wealth.
Michael Hudson: “[t]his floating island world [of the tax 
havens] has been put in place by…the global economy's core, 
[it is] not merely a peripheral underworld constituency.” 
They should be a pivot of economic and political analysis.

Georgetown, Cayman Islands, the mother of tax havens. The small town of 
30,000 inhabitants carries an gigantic wealth pyramid on its shoulders.



Tax havens wield creditor power over the world economy.
High liquidity of wealth held in tax haven makes it liable to 
feed into asset bubbles, exacerbating global financial volatility.
Wealth flight remove parts of the top-income tax base which 
has to be replaced with taxes on other groups, or public debt. 

Canada’s Scotiabank Cayman Islands Branch 
 A player in the game



Rising capital accumulation in private hands is ultimately a 
question of capitalist social relations.
Only by changing the social relations can the process be 
broken and society’s socially necessary capital accumulation 
brought under public control.

Cannes, high-end shopping street



See you next time
Occupy Economics Toronto


