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Introduction 
• Why are some countries rich and some countries poor?

• Population growth
• Economic growth

• An annual growth rate of 1% compounded over 30 years 
is equivalent to a growth rate of 35%.
• What is an annual growth rate of 3.5% over 30 years?

• All of this is called the law of cumulative growth and 
crucial for understanding the inequality R>G.



An annual growth 
rate equal to…

.. is equivalent to 
a generational 
growth rate (30 

years) of...

…i.e. a 
multiplication by 

a coefficient 
equal to…

…and a 
multiplication 

after 100 years by 
a coefficient 
equal to…

…and a 
multiplication 

after 1000 years 
by a coefficient 

equal to…

0.1% 3% 1.03 1.11 2.72

0.2% 6% 1.06 1.22 7.37

0.5% 16% 1.16 1.65 147

1.0% 35% 1.35 2.70 20 959

1.5% 56% 1.56 4.43 2 924 437

2.0% 81% 1.81 7.24 398 264 652

2.5% 110% 2.10 11.8 52 949 930 179

3.5% 181% 2.81 31.2 …

5.0% 332% 4.32 131.5 …

Table 2.2. The law of cumulated growth

An annual growth rate of 1% is equivalent to an annual growth rate of 35% per generation (30 years), a multiplication 
by 2.7 every 100 years, and by over 20 000 every 1000 years. 



Population growth

• The demographic growth rate from year 0 to 1700 was 

less than 0.1 percent  (and wiped out by famine)

• Demographic growth accelerated from 1700 onwards

• Advancement in medical technology and sanitary conditions 

• The USA went from a population of 3 million in 1780 to 

300 million in 2010

• whereas in France it only doubled, from 30 to 60 million

• Why does this matter?

• Population growth plays an equalizing role in wealth distribution
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Figure 2.2. The growth rate of world population 
from Antiquity to 2100 
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The growth rate of world population was above 1% per year from 1950 to 2012 and should return toward 0% 
by the end of the 21st century. Sources and series: see piketty.pse.ens.fr/capital21c.



Economic growth
• This observation on the equalizing role of growth makes 

more sense when applied to economic growth
• In a period of rapid economic growth it would be naive to only rely 

on inheritance. It would be wise to seek work.

• Conversely with slow growth, inherited wealth and past 
capital takes on more importance in society.
• For Piketty declining growth is the main factor leading to wealth 

inequality (R>G).

• What explains the period of strong economic growth (and 
social mobility) from 1945-1975?
• Politically inclusive democratic institutions. 



Average annual growth 
rate Per capita world output Europe America Africa Asia

0-1700 0.0% 0.0% 0.0% 0.0% 0.0%

1700-2012 0.8% 1.0% 1.1% 0.5% 0.7%

incl.: 1700-1820 0.1% 0.1% 0.4% 0.0% 0.0%

         1820-1913 0.9% 1.0% 1.5% 0.4% 0.2%

         1913-2012 1.6% 1.9% 1.5% 1.1% 2.0%

1913-1950 0.9% 0.9% 1.4% 0.9% 0.2%

1950-1970 2.8% 3.8% 1.9% 2.1% 3.5%

1970-1990 1.3% 1.9% 1.6% 0.3% 2.1%

1990-2012 2.1% 1.9% 1.5% 1.4% 3.8%

1950-1980 2.5% 3.4% 2.0% 1.8% 3.2%

1980-2012 1.7% 1.8% 1.3% 0.8% 3.1%

Table 2.5: Per capita output growth since the industrial revolution

Between 1910 and 2012, the growth rate of per capita output was 1.7% per year on average at the world level, including 1.9% 
in Europe, 1.6% in America, etc. 

Sources: see piketty.pse.ens.fr/capital21c



Discussion

• What institutions and public policies are likely to lead to 
inclusive economic growth?

• Is it not better to have a home and a job in a dictatorship 
than be unemployed and homeless in a democracy?



Structural change; Labour market

Agriculture Manufacturing Services Agriculture Manufacturing Services

1800 64% 22% 14% 68% 18% 13%

1900 43% 29% 28% 41% 28% 31%

1950 32% 33% 35% 14% 33% 50%

Table 2.4: Employment by sector                                                                                                      
in France and the United States, 1800-2012

France
(% of total 

employment)

United States

1950 32% 33% 35% 14% 33% 50%

2012 3% 21% 76% 2% 18% 80%

Sources: see piketty.pse.ens.fr/capital21c.

In 2012, agriculture made 3% of total employment in France, vs. 21% in manufacturing and 76% in the services. 

Construction - 7% of employment in France and the U.S. in 2012 - was included in manufacturing.



Secular stagnation

• Here comes the bad news….20th century growth rates 

were the exception not the norm. 

• The implication is that governments cannot rely on economic 

growth alone to realize democratic aspirations 

• What explains secular stagnation?

• There are lots of competing explanations. One question to consider 

is whether capital is running out of places to invest? 

• Since the 1990’s the policy response has been to 

liberalize and de-regulate global finance markets

• In simple terms: from Keynesianism to Neoliberalism
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Figure 2.3. The growth rate of per capita output 
since the industrial revolution
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The growth rate of per capita output surpassed 4% per year in Europe between 1950 and 1970, before 
returning to American levels. Sources and series: see piketty.pse.ens.fr/capital21c 



Conclusion 
• What generated the most recent wave of growth?

• Credit
• Financialization
• Private debt 

• This has been continued since the financial crisis
• Governments and central banks stepped in to save the system

• The outcome is a massive increase in the money supply
• $4 trillion in the US alone. Where will the next bubble emerge?


