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Introduction 
• National capital (wealth) is equal to 6/7 times income in 

most European countries.
• National income is $2.5 trillion in France so multiply it by 6. 

• The ratio has remained stable since 1800 but the 
composition has fundamentally changed.
• With the exception of the 1950-1980 capital shock.

• What explains this shock to capital and wealth in the 20th

century in Europe? How does it relate to the USA?





The shock to capital in Europe
• The drop in the value of capital in Britain, France and Germany 

was equal to 4 years national income. 

• Only a quarter of it can be explained by physical destruction.

• The budgetary and political shocks were far more destructive 
than combat itself (rent controls). 

• Decline in real estate and stock market prices = 25-33% of decline 

• Low national savings, loss of foreign assets and physical destruction = 
66-70% of decline. 

• It was a dark time for the wealthy in Europe. 



The impact of politics

• The Bolsheviks defaulted on French loans 

• Nasser nationalized the Suez canal 

• Wealthy Britons forced to sell foreign assets 

• Lenders to governments expropriated by inflation 

• Wall street crash wiped out stocks and bonds 

• Then, post-1950 new fiscal policies were introduced to weaken 

the economic power of capital-asset holders. 

• Rent regulation (historically low real estate prices) 

• Capital/wealth taxation (dividends and bonds) 

• Nationalization of industries and banking (Renault) 

• Keynesian demand management (aimed at full employment)

• Collective bargaining legislation (stronger trade unions)



The birth of the social state 





The USA 

• Why was capital worth 7 times national income in France 

in 1810 but only 3 times national income in the USA?

• Volume effect of huge amounts of land reduced prices 

• The population was predominately made up of immigrants

• Accumulated wealth (inheritance) was less important 

• The Jeffersonian ideal - almost anyone could become a landowner 

• Stronger population growth = lower capital/income ratios 

• By 1910 capital/wealth had accumulated to 5 times 

national income. 



Post-war changes 
• Capital/income ratios were much more stable if compared 

to the post-war shocks in Europe. 

• But much like in Europe, under Roosevelt public policies 
aimed at reducing the influence of private capital: 

• No nationalizations but mass public investment in infrastructure 
• Introduction of progressive taxation (much more than in Europe) 
• Introduction of rent controls 
• Private wealth declined by 2.5 times national income by 1970 



Public/private wealth



The role of slavery
• In 1800, slaves represented 20 percent of the US 

population: 
• roughly 1 million slaves out of a total population of 5 million. 

• In the South, slaves represented 40 percent of the 
population: 
• roughly 1 million slaves out of a population of 2.5 million. 

• By 1860 the slave population had fallen to 15 percent or 4 
million slaves in a population of 30 million 
• Primarily due to population growth in the north 
• In the South it remained above 40 per cent. 



Market value of slavery



Conclusion 
• Slaves represented 1.5 years of national income in the 

early 19th century 
• (this is equal to the total value of farmland). 

• Slave-owners in southern states controlled more wealth 
than the aristocratic landlords in old Europe. 
• The North (land capital), the South (slave capital)

• Does this racial tension explain the absence of popular 
support for the development of a European-style welfare 
state? 


