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Dr. Thomas Piketty is an economics professor at the Parisian École des hautes études en sciences 

socials, who specializes in the historical and statistical study of inequality. He caused a small 

sensation when his analytical tome essentially proposed an 80% tax on wealth, and attempts to 

justify the reasons why.  Published in 2014, the book outlines, through the lessons of history and 

our more recent recovery from a global economic crisis, the importance of not only taxation, but 

of equal share of ownership in capital, and leveraging wage inequalities. His thesis claims that 

capitalism as an inherently flawed system of inequality, which goes through cycles of income 

return and capital accumulation, that in its current state, has resulted in a concentration of wealth 

for only a small portion of the world’s population. 
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Piketty opens with an immediate hook in the form of a human interest story: the Mirkana miners 

of South Africa, and the tragic consequences of their protests to demand a more livable wage. 

The military’s violent oppressive tactics were shocking, when taking into account the fact these 

protests took place in 2012, our modern day; an era when worker’s should have earned their 

rights, and such disgusting violations of human rights should be rare, especially since the 

platinum mine was owned by a London based company. Piketty opened up the book with the 

likely intention of reminding readers how workers are still treated with brutality akin to the 

protests of the 1880’s Britain, and how corporations will seemingly stop at nothing to ensure 

their own status quo is maintained. The stories of the Mirkana protests, and similar workers 

strikes in the 1900’s, sets the tone for the rest of the book. 

Skipping ahead, Piketty then goes on to use an excerpt from the 1800 novel Le Peré Goriot, 

explaining the chapter of Vautrin’s Lesson. The lesson serves as an allegory for the realities of 

what was then 1800’s France and the socioeconomic stratification that existed. The essence of 

the lesson Rastignac learns is that hard work does not earn one the wealth they struggle to attain, 

with the seeming measurement of “wealth” being the inherited fortune and lands of the 

aristocracy. In those times, such wealth is beyond reach for the honest hard worker- unless, like 

the beautiful or witty heroine’s of Jane Austen’s novels, they married into it; almost the only way 

to move up to the economic top for people of that time. Vautrin, a con man, explains to 

Rastignac, a youthful  aspiring lawyer, that the only way to attain that fortune is through 

scheming, dishonesty, even murder. “It is illusory to think that social success can be achieved 

through study, talent and effort,” Vautrin tells Rastignac, before forecasting a lifetime of 

pointless drudgery, in which hours and days of exhaustive work merit only enough to barely 
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survive, whilst those born into leisurely fortune can afford to eat their fill in opulent laziness. It 

seems that Piketty uses the story to set the tone for how he believes our world still operates: a 

world into which those who are born into wealth without work continue to gain, while those who 

must work strive pointlessly without reward that their effort should merit: an economic system 

which is rigged towards those who already possess wealth in abundance. The human interest 

stories are a stark contrast to later chapters of the book: in parts Parts II,  III , and IV he dryly 

sets about listing statistics, policies, and theorized outcomes of what he believes would happen if 

the world implemented more equitable policies concerning income, capital, and wealth 

accumulation. 

Part I is dedicated to laying the economic concepts as a foundation for comprehension of the 

entirety of the book’s contents. In reading the beginning chapters, it is beneficial to understand 

that Piketty redefines common economic terms to be more relevant to the subject matter of his 

book, and make more comprehensive the thesis of inequality that he is trying to prove.  The 

redefining is as follows: 

·         Distribution: where the root of inequality is uneven in relation to the labor worked, and 

disproportionate in comparison to the ownership of capital by the upper deciles of the population 

(i.e. 72% of wealth owned by top decile, according to 2010-2011 data) In order to have accurate 

data of this distribution, he states the necessity of counting the deciles and centiles (per capita of 

individual income and ownership) 

  

·         National Income: the “flow”; produced by the quality of goods and services of a country, 

which includes labor and ownership of labor. To measure inequality, Piketty looks at available 

4 



recorded historical data, and the impacts that growing ownership of private wealth, the evolution 

of the nature of wealth (from agriculture to stocks) and foreign direct investment (the result of 

globalization) has impacted the overall growth rates and income distribution of a country. 

  

·         Labor Income/Income Inequality: the discrepancy in the rate of return for the 

capital-income ratio; what individuals earn per capita for the goods and services. Piketty believes 

this income measurement should not be dismissed, as labor income accounts for ¾ of national 

income. He also makes the distinction between egalitarian and inegalitarian societies, and how 

these differences effect the difference in earnings between the top and bottom deciles, and their 

relative earnings in comparison to each other. 

  

·         Human Capital: the skill of workers, which Piketty wants to believe that “the triumph of 

human capital over financial capital” (pg 21) He also states that innovation of human capital, in 

egalitarian societies, is valued higher than financial capital. The concept also includes “an 

individual’s training, skill and abilities.” pg 43) 

  

·         Theory of Marginal Productivity : That a worker’s wage is equal to his output to the 

company he is employed by, and that his skills  (like a product) have a supply and demand. 

When a worker’s wage does not meet either of these, Piketty hypothesizes that this a contributing 

factor to rising wage inequality, particularly in the United States. 
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The beginnings chapters illustrates how the reactionary impetus of 80s Thatcher and Reagan era 

economics came about as an opposite to the stagnating and state-owed policies generated from 

the Soviet bloc, and its subsequent downfall. He admits a positive development occurred after, 

but that the very foundation of these prosperous outcomes could only produced positive effects 

in the short term; for Piketty, capitalism can only be a vicious cycle in which the system is 

inevitably destined for an outcome of capital withheld in the upper deciles of ownership, and can 

never be equally distributed, by virtue of its very nature. 

Towards the end of Part 1 and the beginning of Part 2, Piketty explores the hypothesis that the 

system of capital and income has become a figurative bell curve: a return to the time when 

wealth was solely obtained through inheritance, as in the age Regency Era of Britain or the Belle 

Epoque of France . He refers to this evolution as “patriarchal capitalism”. (pg 237) To study the 

evolution of wealth through history, he almost completely references literature as a main source 

for pre-Industrial Europe, using the financial plight Jane Austen’s heroines, Victor Hugo’s pitiful 

characters, Charles Dickens and of course the story of Rastignac as examples.  It is interesting 

and understandable that Piketty uses literature as a measurement indicator to cite examples of 

wealth and income inequality, as no concrete sources of data existed before that time; it also 

made the illustration of wealth inequality more relatable and understandable, particularly for 

those readers who are not economists. 

He states how one constant in history has remained unchanged: earned income is not an indicator 

of wealth, and that the hierarchies and deciles have shown that those who earn the most do not 

own the most, which Piketty describes as a “composite social hierarchy.” (pg 237) He also notes 

that even in modern societies, the correlation between wealth and income is usually negative, 
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because people who inherited fortunes or have primary ownership of capital do not earn income. 

We later see history’s repetition in later chapters, as income generated by labor increasingly 

returns to the hands of capital owners (i.e. CEO’s, board, stockholders) at the executive level, 

creating a wage inequality gap. 

This returns back to his reference of Jane Austen’s Regency Era examples: of how the monied 

gentry and aristocracy are able to spend their days in pursuit of leisure and advantageous 

marriages. Though some men of this class were expected to pursue a profession (military, 

barristers, elected officials, pastors) they did so out of social expectation or obligation, not 

necessity of surival. Those with a lower amount of inheritance (i.e. third son) may also have 

taken a profession to supplement their birthright yearly allowance. By illustrating this historical 

precedent, Piketty lays the blueprint for hypothesis that the system of capital and income has 

become a figurative bell curve: a return to the time when wealth was solely obtained through 

inheritance. 

In later chapters and the beginnings of Part III, he resumes a more historical and statistical 

discourse, focusing on the shocks of the  years following the world wars, for both Europe and the 

United States. He notes a new division of classes within classes:  He makes a distinction between 

the 9% and 1%. The 9%, in which “income from labor clearly dominates” and the 1%, in which 

“income from capital becomes progressively more important, depending on the period.” that also 

intersected with the upper and lower deciles: the Renters and the Managers. These classes were 

an indirect result of a destruction and reconstruction of the previous system of capital ownership: 

the wars resulted in what he calls a “compressed wage equality. 

7 



He also notes the effects of estate tax, and their contrast before and after World War 1: during 

the late 18th and early 19th century (for which there are available recorded records), it is estimated 

that the top centiles owned 50% or more of the nation’s wealth. Graphs show a high 

concentration, and then a sharp decline after 1910. Piketty refers to the ownership of 50% of the 

nation’s wealth as hyperconcentration. The shocks of the war caused a drastic decrease on the 

rate of return of capital, as well as an increase of taxes on capital, resulting in deconcentration of 

wealth. (pg 284) 

In Ch. 9, he lightly touches on the impact of technology, and its necessity for investment in 

education: the more technological innovations that are made, the higher the demand for 

high-skilled workers to produce these products, and the greater the incentive for investment in 

education. Piketty cites the work of Goldin and Katz, and their research on wage gaps between 

college and high school graduates, with France and the United States as the main case studies. 

They conclude that the race between education and technology has a direct impact on the theory 

of marginal productivity and the minimum wage; if both these countries were to invest more in 

education, the overall economy would grow and wage inequality would decrease.  

Another claim is that the 1950’s-60’s were the most egalitarian time for the US (The “Mad Men” 

era), because the upper deciles share of income was a mere 30% of the national income, as 

compared to today’s 45% - 50%, an increase that began in the 1970’s, and has since increased. 

Piketty attributes this to a rise of the globalized market and a tolerance in the United States for 

massive compensation packages for executives. This is a contrast to his analysis of developing 

countries with recently burgeoning economies: his graphical analysis of Argentina, India, 

Indonesia, South Africa, Colombia, and China shows that the upper centiles share of national 
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income is lower than that of the United States, between the years of 1960-1908. His regards to 

these countries in this chapter are notable, because previously Piketty’s focus had been solely 

upon European countries and the United States. 

In examining the Forbes Annual List of billionaires, we see that a chronological and 

geographical list of the top billionaires. Piketty uses theses lists, and their concrete data, to 

illustrate a return of wealth inequality to that of the 1900’s pre-war economies. The contrasts of 

inherited wealth turned into invested wealth, by heirs who might have felt so inclined towards 

entrepreneurial pursuits, and in the necessity of these wealthy entrepreneurs to fuel innovative 

pursuits. However, Piketty calls out the extremes in these wealth inequalities and capital 

ownership, and how they contribute to the continued system of concentration of capital. He calls 

this a “moral hierarchy of wealth”, and critiques these billionaires for the manner in which they 

accumulate and maintain their wealth. 

Though inflation can potentially redistribute this wealth, it cannot reduce the average return on 

capital. Its effects are mainly felt on the least wealthy, and certainly not felt residing on those on 

the Forbes list. He forecasts in a graphical analysis the power of this sovereign wealth, due to 

this investment power from global wealth, particularly from petroleum exporting countries 

(Saudi Arabia and other Middle Eastern countries) In a graph through 2090, Piketty projects the 

value of private capital, with Asia dominating at 600% of world income; effectively, Asian 

countries will own half the world capital. 

In the beginning of Part 4, Piketty focuses mainly upon the present, in a post- Financial crisis 

world, and the way tax has been invested in the affairs of the social state. The wars could 

conceivably be called an instigator, which began sustaining spending in the state, and increased 
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taxes to fund this spending. In a graph of Sweden, France, Britain, and the USA, all spend 

approximately 10% on social programs. In the year 1910, we see the beginnings of a sharp 

incline, up to 30% during the period between 1930-1940. A continual increase is seen through 

2010, with Sweden outranking all countries by spending 55% of national income. For other 

countries, the average of spending on government social affairs is 10%-15% for developed 

countries. Though Piketty advocates the redistribution of wealth through taxation funding 

government institutions, he also recognizes the potential disadvantage of government institutions 

lacking efficiency, due to their size. 

When looking back at income taxation, and its effects, he states that progressive taxation is as 

much “the result of world wars as it was democracy” (pg. 498). His graphical analysis of this 

progressive incomes taxation (pg499) is particularly striking when it shows the understandably 

drastic increase from 1910-1930, and an equally drastic decrease, especially in the United States: 

from 70% of income in 1988 to 28%. During the war years, it was approximately 85% (the 

“Victory Tax.)  

Piketty seems to regard the necessity of a top income tax rate of being at 80% or more; though he 

agrees that this would limit economic growth, he believes it come “distribute the fruits of 

growth….while limiting the economically useless or harmful behaviors.” (pg 513) 

The last two chapters surmise Piketty’s utopia of what he believes to be polices that would 

equalize our current economic system, which he believes would reign in unrestricted ownership 

of capital and accumulation of excessive income. These include a global capital tax, which, in 

addition to securing a source (albeit a small one) of taxation revenue, would  also ensure 

governments enforce transparency in global banking data = in theory. He bases this roughly 
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sketched proposal based upon the current US Foreign Global Account Tax Compliance Act 

(FACTA), which will be implanted in its beginning stages in 2015. It would require foreign 

banks to disclose to the US Department of Treasury the amount of foreign assets and accounts 

held by US corporations and individuals in offshore accounts. Piketty seems to regard these 

foreign wealth haves as a disgusting violation, worthy of sanctions and imposition of tariffs if not 

enforced. 

Conclusion 

It can be partially concluded that a key driver in taxing the highest of incomes, and reducing their 

ownership of national income, has been the increased need for government spending: in the case 

of the United States those European economies analyze, both World War I and World War II 

were the main factors to drive up that necessity for taxation upon the highest of incomes. A 

persistent pattern of taxation of incomes can be seen in all graphical analysis, due to these wars. 

Because Piketty’s key hypothesis is r>g as a main driver of inequality, and in light of this 

persistent patter, it is his proposal that, to reduce inequality caused by a disproportionate 

ownership of wealth, that an 80% tax be levied upon incomes of more than $500,000. 

Perhaps because we live in a globalized economy, where profit, capital gains in stocks, and 

offshore accounts, and tax havens; where no regulations exists for compensation packages and 

executive bonuses, this seems to be Piketty’s only possible proposal. Taxation would ensure the 

wealthiest and their domestic income can be distributed equally, as governments – particularly in 

Western economies, where a man’s ability to make profit and maintain possession of every 

dollar  is often regarded as a civil right and a cornerstone for democracy – would be unable to 

interfere with the private sector in any other manner. This controversial policy proposal, as he 
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acknowledges, is not possible in the current political climates of Western democracies, and 

certainly never in the United States. 

A critique of the book is that it does not show enough of current outcomes of inequality: though 

he vaguely discusses relevant realties of inequality in developed nations (inability to send 

children to college, increased loans, decrease purchasing power parity) he does not explain with 

the same level of statistical analysis as he does the historical and current data on income and. 

Piketty could have perhaps dedicated portions of chapters to the resulting unemployment and 

need for government assistance, due to corporations choosing to reward themselves with golden 

parachutes and fire percentages of their companies; or the reality of an increased (or no longer 

existent) retirement age for some segments of the populations. He could have also analyzed the 

long-term implications of a generation saddled with student debt, and how this will affect the 

future economy due to their inability to invest or purchase. For a book about inequality, it did not 

do fully portray the current and future reality of the fact upon human populations, instead 

choosing to focus upon economic policy implications. 
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