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Summary 
• A critique of the concept of wealth in Piketty 
• Two main points: 

– Market wealth vs productive capital 
• If all the increase in market wealth were increase in K contribution to 

growth would be enormous 
• If we don’t believe in such contribution, either wealth is not 

productive or K is mismeasured by Piketty’s wealth 
• Weil opts for the second option: 

– Much of the increase in wealth reflects capital gains, which in turn reflect a 
lower risk premium 

– Disconnect between changes in wealth and changes in capital 
– Wealth, the missing elements: 

• Human capital is not adequately reflected in market value of wealth 
• Public transfer wealth (pension claims) is not reflected at all 

– Both human capital and public transfer wealth are more equally 
distributed than Piketty’s wealth 

• By mismeasuring wealth Piketty also exaggerates inequality 
trends 



Wealth vs capital 

• Weil is basically correct 
– Unlikely that contribution of K to growth be as big as 

suggested by Piketty’s figures 
– Much of growth explained by MFP 
– Variations in market value of wealth depend on things 

that are largely unrelated to expected future services 
from K in production (e.g. housing prices vs imputed 
rents – Wasmer et al. 2015) 

• However, did risk premia go up after the Great 
Depression? And, if so, what is the implication for 
wealth? 
 



Wealth vs intangible capital 
• Irving Fisher (1906): Income is the return to wealth 
• At the macro level, this works only if intangible 

capital is included (World Bank, 2011); can be 
thought of as a TFP stock 

 
 
 

• If wealth incorporates information on intangible 
capital via capital gains, then wealth deepening can 
indeed contribute to growth 

 

 

 

 

 

 

 

 

 
 
 

 
 

 



The missing element: human capital (1) 



Human capital in OECD countries, 1980-2014
Ratios to GDP

0.00

0.50

1.00

1.50

2.00

2.50

3.00

3.50

4.00

4.50

1980

2014

The missing element: human capital (1) 

Source: EO database based on Johansson et al. (2013) 
 
Note: The projected evolution of the stock of average years of schooling among the adult population is converted into a 
human capital stock based on an assumption regarding the associated wage premium, the so-called Mincer return to 
education. This assumption is consistent with a 10-13% average return to primary education and a 6-7% return to upper-
secondary and tertiary education, in line with microeconomic and macroeconomic evidence. 



The missing element: human capital (1) 

• Not clear that market value of wealth does not capture increase in 
HK:  
– Aren’t skills embodied in a firm’s workforce reflected in the market 

value of this firm’s equity or debt?  
– In the knowledge economy most of the market value of the firm is 

composed of intangibles  
• With r>g, only wealth is the long run driver of inequality; what 

about income, mostly absent from Piketty’s book? 
• In fact, under realistic assumption about capital/labour substitution 

+ depreciation (in particular new form of capital), income is most 
likely to be the main factor, triggered by human capital distribution 

• The OECD long-term projections estimate relative skill scarcity to be 
a major factor behind the increase in market income inequality, in 
the past and for the next decades 

• This is a source of future inequality tensions that could be more real 
than those highlighted in Piketty 
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Income gaps are partly driven 
by skilled-biased growth 
The demand for the high-skilled has risen everywhere 



Earnings gaps will continue to widen in 
advanced countries 

Ratio of gross wages of the top 90th to the bottom 10th  percentile 

Rising wages  for high-skilled workers  

Incomes of low-skilled in advanced economies fall behind 
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The missing element: human capital (2) 
• Equalising role of increase in human capital is mitigated 

if wages only partially reflect the increase in skills 
• OECD work shows that the extent of skill mismatch can 

be very significant in advanced economies, with 
overskilling dominating the picture 

 

 

 

 

 

 

 

 

 
 
 

 
 

 

Skill mismatch is widespread 
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