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The Good Society
What institutions and policies are most conducive to human flourishing?
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States and other affluent democratic nations.
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About this book
Lane Kenworthy, The Good Society
2017

What institutions and policies contribute to a prosperous, dynamic, open,
fair, and inclusive society? This book, The Good Society, is my attempt at
an answer.
The book is wide-ranging, covering everything from jobs to incomes to
foreign policy to religion. It’s organized around the ends we seek in a
good society — democracy, economic security, freedom, happiness, and
more. These ends drive the content. I make no attempt to identify a set
of core principles or concepts that can be deployed across issue areas.
Instead I ask questions such as “How do rich countries lift up the poor?”
and “Why haven’t Americans gotten happier?,” and I try to answer those
questions using available information.
The book is evidence-based. Good answers to these questions require
attention to theory. But while theory gives us hints about how things
work, it rarely gives us answers. For answers, we need data.
I focus on the world’s rich longstanding-democratic nations, with a
particular emphasis on the United States. Most of the people in the world
live elsewhere, and they tend to be less affluent, less secure, and less
happy. They therefore deserve greater attention from scientists. Yet
figuring out what works in a context of affluence and stable democracy
holds lessons not just for the 20 or so countries that I concentrate on,
but also for nations that will sooner or later join this group.
I emphasize the United States for three reasons. It’s my country. It’s by
far the largest of the rich democratic nations, with about one-third of
their total population. And it is, in some respects, the country with the
longest road to travel to reach the good society. America has some
outstanding features, but it also has no small number of shortcomings.
As the chapter list suggests, the book covers a lot of ground. You can,
however, read as little or as much as you like. Each chapter is intended to
stand on its own, to be digestible without having read any of the others.
Who is the audience? Anyone and everyone. I’ve written the book to be
intelligible to policy makers, college students, and newspaper readers, but
high school students, too, will be able to read much of it without difficulty.
Many of the chapters assume some basic knowledge about modern
societies, economies, and governments, but not much. I’ve tried to keep
jargon to a minimum. I include lots of data displays (graphs), but they
make it easier to understand, not harder. There is some statistical

analysis, but where it gets sophisticated (not too often), I explain it in
prose.
The book will also, I hope, be helpful for readers with more advanced
knowledge. If it isn’t, then I’ve simplified too much.
For now, the book isn’t available in hard copy. It’s solely online. This has
some significant advantages. It’s free to readers. It’s easy to access: you
can read the book on your computer, tablet, or phone. I can make the
book available piece by piece, rather than having to wait until it’s
complete. And I can update chapters regularly, with the updates available
to readers immediately.
A pdf of the full book is available via a link at the bottom of the chapter
list, though note that it may not include the latest version of all chapters.
Please cite chapters individually. For example:
Kenworthy, Lane. 2017. “A Decent and Rising Income Floor.” The
Good Society. Online: lanekenworthy.net.
Comments are welcome. If you think I’ve gotten something not quite
right, or altogether wrong, please let me know. Contact me via email:
lane.kenworthy@gmail.com.
I’ve received help from an array of generous souls. I’m grateful to all.
A suggestion by John Campbell gave me the initial idea for this
project. John also offered valuable comments on early versions of
several chapters.
Larry Bartels, Christopher Jencks, Beth Truesdale, and participants at
the “Successful Societies” conference in Toronto in November 2011
gave me useful feedback on early drafts of the “Is Income Inequality
Harmful?” chapter.
Heather Harper provided very helpful research assistance for the
“Tolerance,” “Inclusion,” “Civic engagement,” and “Trust” chapters.
My biggest debt is to students in my “American Society” and “The
Good Society” classes. I’ve taught one or both of these courses
nearly every year since 2008, first at the University of Arizona and
beginning in 2015 at the University of California-San Diego.
Questions, comments, and arguments from students have helped to
clarify my thinking on a number of the book’s topics. I look forward
to more.

 Share

Blog at WordPress.com.

Search

Lane Kenworthy
The Good Society

Books and articles

Courses

About me

More …

What is a good society?
Lane Kenworthy, The Good Society
2017

Life is complex and multifaceted. To flourish, we need a variety of things.
Here is my list of the most important (in alphabetical order):
Community
Democracy
Economic equality
Economic opportunity
Economic prosperity
Economic security
Economic stability
Education
Employment
Environment
Family
Finance
Freedom
Good government
Happiness
Health
Housing
Inclusion
Information
Law and order
Privacy
Safety
The United States and the world (how we relate to other countries)
Some of these desiderata take precedence over others. But which ones?
Most of us would agree that basic liberties are more important than
economic prosperity. Yet are they also more important than economic
security? Than democracy? Than safety? Do they trump environmental
sustainability?
Prioritizing is difficult. If we ask 100 people to rank-order these various
ends, we might well get 100 different orderings. Libertarians privilege
freedom.1 Utilitarians emphasize happiness.2 Marxists tend to focus on
material needs.3 For many conservatives, safety and order get top billing.4
The Declaration of Independence prized “life, liberty, and the pursuit of
happiness.” The French Revolution highlighted “liberty, equality,
fraternity.” Communitarians emphasize civic engagement and social
connections.5 For proponents of the “capabilities approach,” opportunity
takes center stage.6 Environmentalists emphasize planetary survival.

Is there an objective way to decide? The best-known device is John Rawls’
“original position.” In A Theory of Justice, Rawls asks us to imagine we will
be born into the world without knowing what our assets, abilities, and
preferences will be. Rawls concluded that a rational person in this scenario
would privilege basic liberties, equality of opportunity, and the maximum
possible well-being of least well-off.7 Rawls’ conclusion isn’t universally
shared, however. And his notion of the well-being of those at the bottom
in effect lumps together a number of the ends in the above list, such as
economic security, housing, safety, and happiness.
Existing societies reinforce the conclusion that there is nothing close to a
consensus about which of these desiderata to prioritize. Modern rich
countries strive for varying combinations.8
In The Idea of Justice, Amartya Sen makes the sensible point that
thinking and arguing about the ideal society distracts from the more
important task of improving on what currently exists.9 There is no
optimal, achievable good society. There is only better and worse. Our aim
should be to do better, not to achieve perfection.
The task for scientists, then, is to answer these two questions:
Which institutions and policies, alone or in combination, are more
effective than others at achieving these ends?
To what extent are there tradeoffs? For instance, if we want more
equality, do we have to sacrifice some liberty or prosperity? If so,
how much? In other words, how close can we get to “all of the
above”?

1. Friedrich A. Hayek, The Constitution of Liberty, University of Chicago

2.
3.
4.
5.

6.

7.

8.

9.

Press, 1960; Milton Friedman and Rose Friedman, Free to Choose,
Harcourt, Brace, Jovanovich, 1979.
Jeremy Bentham, An Introduction to the Principles of Morals and
Legislation; Richard Layard, Happiness, Penguin, 2005.
Jon Elster, Making Sense of Marx, Cambridge University Press, 1985.
Thomas Hobbes, Leviathan; James Q. Wilson, “The Moral Sense,”
American Political Science Review, 1993.
Alexis de Tocqueville, Democracy in America; Robert D. Putnam, Bowling
Alone: The Collapse and Revival of American Community, Simon and
Schuster, 2000; Yuval Levin, The Fractured Republic, Basic Books,
2016.
Amartya Sen, Development as Freedom, Oxford University Press, 1999;
Martha C. Nussbaum, Creating Capabilities, Harvard University Press,
2011.
John Rawls, A Theory of Justice, Harvard University Press, 1971. The
“original position” device formalizes the age-old notion “There but for the
grace of God go I.”
See, for instance, Gøsta Esping-Andersen, The Three Worlds of Welfare
Capitalism, Princeton University Press, 1990; Peter A. Hall and David
Soskice, eds., Varieties of Capitalism, Oxford University Press 2001; Lane
Kenworthy, Jobs with Equality, Oxford University Press, 2008.
Amartya Sen, The Idea of Justice, Harvard University Press, 2009.
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How do we know?
Lane Kenworthy, The Good Society
March 2016

The aim of this book is to figure out what institutions and policies are
conducive to human flourishing in a rich society. How do we do that?
We use science. We ask a question, formulate a hypothesis (sometimes
called a “model” or “theory”), examine evidence to see whether it’s
consistent with the hypothesis, adjust the hypothesis if necessary, think
about what else we would expect to observe if the hypothesis were true,
and then look for more evidence. The key to science isn’t that it proceeds
in exactly this order. The key is that it’s evidence-based and thorough.
ASK A QUESTION
First, pose a question. It’s tempting to begin with a topic or an issue, but
it’s better to start with a question. A topic is too big, and too vague.
Narrowing it down to a specific question helps to focus. And it doesn’t
preclude flexibility; we can always change the question later.
Suppose we’re interested in improving happiness. Let’s start off with the
following question: What would increase happiness in the United States?
CONSIDER THE EVIDENCE
A good next step is to read some summaries and discussions of prior
research on the question.1 This will give us some familiarity with what’s
been done already and some ideas for how to proceed.
Can happiness be captured in a quantitative measure? Public opinion
surveys have asked questions along the lines of “How happy would you
say you are?” for some time in the US. Respondents are given three
options: very happy, pretty happy, and not too happy. Suppose we
decide to use the responses to this question as our measure of
happiness. Specifically, we might use the share of adults who respond
“very happy” as the indicator.
Next, we could take a look at some evidence. Let’s start with the trend
over time in the United States. Data from the General Social Survey (GSS)
tell us that the share of American adults saying they are “very happy”
hasn’t changed much since the early 1970s. If anything, it has decreased
slightly. That’s surprising: the economy has grown, and it seems likely
that more income would translate into more happiness, because income
allows people to buy more things and it alleviates financial stress. But
maybe additional income no longer increases happiness once a country

reaches a certain level of affluence. This is interesting. Let’s revise our
question: In an affluent nation, does more income bring greater
happiness?
A research question is, in effect, the same thing as a hypothesis. We
could restate our question as the following hypothesis: In an affluent
nation, more income brings greater happiness. Our goal is to figure out
the degree to which this is true.
Notice that I said “the degree to which,” rather than “whether or not.”
That’s because in most instances we want to know not just whether there
is an effect, but also how strong the effect is.2
The over-time pattern in the United States since the early 1970s
suggests that more income may not increase happiness. But we need to
think more carefully. Were there any other developments during this
period that might have reduced happiness and thereby offset an increase
produced by higher income? Let’s say we know from our reading of prior
studies that people who are religious tend to be happier. Religiosity has
been decreasing in the US in recent decades, so that could have caused a
decline in happiness. Also, since the rich in America have been getting
much richer (some CEOs, hedge fund managers, athletes, and
entertainers now take home more than $100 million in a single year),
perhaps many Americans feel that they’ve been falling farther behind, and
therefore are less happy, even though their incomes have been
increasing.
Given these considerations, we might conclude that the over-time pattern
in the United States doesn’t yield a clear answer to our question. Let’s
turn to other evidence.
To answer most questions in social science, we need to compare. To ask
“Does more income bring greater happiness?” is to ask “Does low income
tend to go with low happiness and high income tend to go with high
happiness?” In examining the over-time pattern in the US, we were
comparing different points in time. We were looking to see if happiness
was greater in years in which income was higher. What other types of
comparative evidence are there?
We can compare across countries. If income increases happiness, then
nations with higher income should tend to have greater average
happiness.
Which countries should we examine? Lack of data means we can’t include
all of the world’s 190-plus nations. We wouldn’t want to include all of
them even if we could, because most countries are much poorer than the
United States. If we’re interested in whether more income brings more
happiness in an affluent nation like the US, then we should focus on
affluent nations. Also, we might want to include only countries with
democratic political systems. And we should probably exclude a few, like
Iceland and Luxembourg, that have populations on the scale of a city
rather than a country. There are 20 or so countries that are comparable
to the US in this respect.
Suppose we find that, among this group of countries, higher income is
associated with higher happiness (income is positively correlated with
happiness). That’s interesting, but once again we need to consider
whether income is genuinely the cause or whether there is something else
making it appear as though income is the cause. Perhaps employment

increases happiness, and more people are employed in countries with
higher income, and it’s the higher employment rather than the higher
income that causes the greater happiness in these nations. Or perhaps
good health increases happiness, and countries with healthier people have
higher income, and it’s the better health that brings the greater
happiness.
We can conduct a statistical analysis to control for (“hold constant”) these
other potential causes.3 Let’s suppose such an analysis suggests that
income is in fact associated with happiness across the world’s rich
nations.
CONSIDER MORE EVIDENCE
Examining over-time developments in a single country or comparing
across countries at a single point in time are helpful analytical strategies.
But better is to compare change over time across countries. This is the
closest social science can get to an experiment, which is the ideal strategy
for assessing causality.4 If more income boosts happiness, countries with
larger increases in income should tend to have larger increases in
happiness.
We also could, if data are available, do these same sorts of comparative
analyses across states or regions.
Another helpful strategy is to look for “natural experiments.” Suppose
two neighboring states are similar in economic structure, population
characteristics, culture, and other respects. Examples might include North
Dakota and South Dakota, or Alabama and Mississippi. Suppose one state
gets an income windfall, perhaps from discovery of oil or natural gas or
some other energy resource, and this leads to a significant increase in
income. If income boosts happiness, we would expect a larger jump in
happiness in the state with the income rise than in the other state. This
same sort of approach can be applied to countries (the US and Canada,
or Denmark and Sweden) or to cities or neighborhoods. And if data are
available, it can be applied to large numbers of pairs.5
A valuable and sometimes-underappreciated strategy is careful, in-depth
examination of developments in a single country. For our question, it
would be particularly useful to study a country in which there does appear
to be a link between income and happiness. This would allow us to explore
whether income genuinely is the cause, and it could help us to better
understand the path(s) through which income affects happiness.6
Now, suppose we conclude from our various analyses that more income
does tend to produce greater average happiness in a country. If this is a
genuine causal effect, we ought to see it among individuals too. We could
use data from a survey such as the GSS to examine whether persons
with higher income tend to be happier.
Ideally, we would have data on particular individuals over time. This would
allow us to see whether persons whose income increases tend to become
happier.
Another possibility is to conduct a formal experiment with individuals. We
might get a randomly-selected set of people, measure each person’s
happiness, then have them do an activity that leads some to get a
nontrivial monetary sum, and then measure each person’s happiness
again. If income increases happiness, we should find a larger increase in

happiness among those who received more money.
There are lots of other ways of studying individuals that might help. We
could pick a group of people with low income and low happiness and
interview them in depth to try to understand exactly why low income
reduces their subjective well-being. Or we could do an ethnographic
study, spending time with such people as they go about their daily
activities, to try to sort out the causal relationship between income and
happiness.
What if we observe a correlation between income and happiness when
comparing across countries but not when comparing across time in a
particular country? Or what if our finding from studying individuals isn’t
consistent with what we find in examining countries? Then we need to try
to figure out the source of the inconsistency. Sometimes the
inconsistency can be resolved; sometimes it indicates that one of the
findings is mistaken.
I’ve described a host of analytical strategies. The actual practice of science
typically involves doing just one of them and then reporting the findings.
The cumulation of such studies allows us to get a clearer picture in
answering our question.
The best social science often is similar to detective work, with the social
scientist more like Sherlock Holmes than like a chemist in a lab. Seldom do
we have the evidence we want. So we use various types of data, and we
deploy a mixture of analytical methods. We ask: “What would we expect
to observe if a particular hypothesis were true? Is that what we in fact
observe? If so or if not, what does that tell us about the answer to our
question?” Then we piece together a conclusion from our multiple
imperfect and incomplete bits of evidence.
TENDENCIES, NOT LAWS
If a physicist knows the volume and pressure of a gas, she can calculate
its exact temperature. These three things are related to one another in
law-like fashion. In the social world, there are few iron laws.7 Even if more
income boosts happiness, that effect almost certainly will be a tendency.
It will happen for some people or countries but not for all, and the
magnitude of the impact will be larger for some than for others. That’s
why in discussing causal effects social scientists frequently use phrases
such as “on average” and “tends to.”
MACRO EVIDENCE IS VITAL
In recent years social scientists have increasingly utilized experiments and
“randomized controlled trials,” in which a policy or incentive is
administered to one group but not another. This source of evidence is
considered to be the gold standard in social science because it’s the most
likely to yield a clear signal about causality.
However, we shouldn’t draw inferences about country-level patterns
based solely on individual-level data.8 We can’t tell from studies of
individuals how strong the effect will be at the level of society as a whole.
Nor can we tell whether the cause will have other effects on the outcome
that offset the effect identified at the micro level. Suppose studies of
individuals find that people tend to respond to higher taxes by reducing
their work effort. We shouldn’t infer that increasing tax rates in the
United States will reduce economic growth. At the aggregate level the

impact may be small and thus overshadowed by other determinants of
growth. And higher tax rates may have other effects on economic growth
(enabling more investment in infrastructure or research, for example) that
offset a negative impact on individuals’ work effort.
To draw inferences about the societal impact of policies and institutions,
we have to examine macro units — countries, states, cities. Even if it
seldom gives us definitive indication of causality, macro evidence is vital.
SMART CONSUMPTION
Suppose you want to form an opinion on a question or an issue but you
aren’t an expert, and you don’t have enough time or interest to become
one. What should you do?
Too often, we simply side with our “team” — Democrats, southerners,
Mormons, Jews, environmentalists, libertarians, country music fans,
finance guys, upper east side intellectuals, “freshwater” economists, Fox
News watchers, or any other group with whom we feel an affiliation. When
we don’t know what our team’s view is on a particular issue, we may take
our cue from an influential organization or person who speaks for the
team — the AARP, the Chamber of Commerce, the president, a talk radio
host.
Consider the question of whether the planet is warming. This issue is too
complex for almost anyone who isn’t a climate expert to be certain about.
One possibility, then, is to believe what most scientists believe. But in
practice, that’s not how most of us make up our minds. A survey by the
Pew Research Center in 2015 found that 92% of Americans who consider
themselves Democrats believe there is solid evidence that the earth’s
average temperature is rising, while only 38% of Republicans believe
that.9
Our inclination to side with our team leads us to uncritically accept
argument and evidence consistent with our position, and to reject
opposing argument and evidence. It also encourages us to use bad
argument and evidence to try to sway others. Sometimes this is
conscious, sometimes unconscious. Even the wisest among us are
susceptible. It’s particularly likely in formats designed to persuade, such
as political speeches, talk radio, op-eds, and films.
If we want to make up our own mind, and we aren’t capable of digesting
the scientific literature, we need other sources of information. There are
many: books, magazine and newspaper articles, op-eds, online essays
and posts, movies, videos, lectures, discussions, and more. Which ones
should we trust?
A good source will have many or all of the following features: It will
address a question, rather than an issue. It will evaluate evidence. It will
formulate a conclusion. It will consider objections and alternatives to the
conclusion. It will acknowledge uncertainty.
Just as valuable, perhaps, is to be aware of what makes for a bad source
of information. Here are some red flags 10 :
Presents only one side, with no attention to objections or
counterarguments. Occasionally this is justifiable because space is
limited, as in an op-ed or a brief interview spot. But usually it’s a
signal that the conclusion hasn’t been carefully thought through.

Addresses weak arguments that the other side doesn’t actually
make. This is a common trick by op-ed writers and politicians.
Arguing against a straw-man makes your case appear more sensible.
Asks a question, but then answers a different one. This too is quite
common. The author begins with the question of interest, but then
shifts, almost imperceptibly, to a different question, the answer to
which just happens to be their preferred solution or position.
Generalizes from an anecdote. Journalists and politicians typically
begin with a story about a person, group, place, or event. This is an
expository technique aimed at hooking you in, at grabbing your
attention. Rarely is it, in and of itself, evidence for or against a
hypothesis. Sometimes a source will intentionally generalize from a
single anecdote or a small number of them. That’s bad. A single
story might be representative of a larger phenomenon, but it just as
easily might be the exception to the rule.
Tells some history and then implies that today’s similarities or
differences give us the solution. This is common in books and
documentaries. History helps to put our current situation in
perspective, and many people find it interesting. But these sources
sometimes use the history to draw excessively simplistic conclusions.
They focus on one or two changes and argue that if these were
reversed, we could get back to the desirable outcome we used to
have. The problem is that lots of other things may have changed as
well, so that reversing one or two institutions or policies might not
have the same effect as in the past.
Posits a tradeoff, implying that we can have one thing or the other
but not both. Societies and individuals do face tradeoffs; we can’t
always have our cake and eat it too. But too often a source will posit
a tradeoff because it seems plausible that there is one, even if the
evidence suggests that it’s actually weak or nonexistent.
Commentators frequently say that the United States could afford
more generous social programs if we were to increase taxes, but that
this would reduce investment and economic growth. That’s a
reasonable hypothesis, but it turns out that most of the evidence
suggests it’s incorrect.
Uses a theory based on highly-simplified assumptions to infer about
the real world. This can be a useful analytical tool, particularly for
clarifying our thinking about causal processes. It’s been the bread
and butter of academic economists for much of the past century. But
it’s vital that the reader be told when the theory (“model”) is aimed
mainly at crystallizing thinking rather than at explaining actual
empirical phenomena.
Treats a single scientific study as though it were definitive. Almost
never does a single study get everything right. Many findings turn
out to be not quite right or altogether wrong. Knowledge advances
via reanalysis and additional analysis.
Suggests that there are only two alternatives and one of them is
extreme. The social world is complex, and often there are multiple
ways to attack a problem. But it’s easier to argue for your favored
strategy if you can convince your audience that there really are only
two options, and the other one isn’t realistic or isn’t consistent with
their values.
Defers to public opinion. Saying “it’s what Americans want” is a
common sidestep. Public opinion can be interesting and important,
but it seldom tells us anything about whether the evidence supports
a particular policy or position.
Uses data tricks. Misleading use of data, whether intentional or
accidental, is rampant. So be alert. One common trick is to
exaggerate size by using a really big number. Someone who wants

us to be alarmed at the size of Social Security will say that it costs
$850 billion a year, without mentioning that this is only about 5% of
the country’s GDP. Another trick is to overstate or understate
change. Suppose the share of Americans receiving disability
payments increases from 1% to 2%. In percentage-point terms this
is a fairly small increase, but if we say that disability receipt doubled,
it sounds quite large. If we convey this via a line graph and have the
vertical axis range from 1 to 2, it will appear to the casual observer
that there was a massive jump. Similarly, we could make it look as
though there were no change at all by having the vertical axis range
from 0 to 100.
If your source of information exhibits one or more of these red flags, be
skeptical.
GOOD SCIENCE AND GOOD ARGUMENT
Social science isn’t easy. But if we want to make the United States (or any
other country) better, we depend on it. Given this, it’s a good idea to try
to practice it and consume it effectively.

1. See, for example, Lane Kenworthy, “Happiness,” The Good Society.
2. Many, many reports by good journalists and academics ignore the

3.
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5.

6.
7.

8.

9.
10.

strength of effect. Here are two examples: Margot Sanger-Katz, “Income
Inequality: It’s Also Bad for Your Health.” New York Times, March 30,
2015; Jane Brody, “Nuts Are a Nutritional Powerhouse.” New York Times,
March 31, 2015.
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Regression (Part 1), The Very Basics”; Lane Kenworthy, “Toward
Improved Use of Regression in Macrocomparative Analysis,” Comparative
Social Research, 2007.
Glenn Firebaugh, Seven Rules for Social Research, Princeton University
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Harmless Econometrics, Princeton University Press, 2009, pp. 227-243;
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Political Science Association Organized Section for Qualitative and MultiMethod Research, 2011.
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Economics of the Minimum Wage, Princeton University Press, 1995;
Arindrajit Dube, T. William Lester, and Michael Reich, “Minimum Wage
Effects Across State Borders: Estimates Using Contiguous Counties,”
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David Collier, “Understanding Process Tracing,” PS: Political Science and
Politics, 2011.
There are exceptions. See, for instance, Charles Ragin, The Comparative
Method, University of California Press, 1987; Gary Goertz and Harvey
Starr, eds., Necessary Conditions, Rowman and Littlefield, 2003.
For more, see Angus Deaton, “Instruments, Randomization, and Learning
about Development,” Journal of Economic Literature, 2010; Martin
Ravallion, “Fighting Poverty One Experiment at a Time,” Journal of
Economic Literature, 2012.
Jocelyn Kiley, “Ideological Divide Over Global Warming as Wide as Ever,”
Pew Research Center, 2015
See also Joel Best, Damned Lies and Statistics, University of California
Press, 2001; Noah Smith, “A Few Words about Math,” Noahpinion, 2013;
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Bloomberg View, 2015; Jon Bakija, Lane Kenworthy, Peter Lindert, and
Jeff Madrick, How Big Should Our Government Be?, University of California
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America is exceptional … and ordinary
Lane Kenworthy, The Good Society
June 2015

American exceptionalism is one of our country’s most cherished notions.1
There is considerable truth in it: we are different in a number of respects
from the world’s other rich longstanding-democratic nations, a group that
includes Australia, Austria, Belgium, Canada, Denmark, Finland, France,
Germany, Ireland, Italy, Japan, (South) Korea, the Netherlands, New
Zealand, Norway, Portugal, Spain, Sweden, Switzerland, and the United
Kingdom. At the same time, there are a host of ways in which we’re quite
ordinary.2
To some, “exceptional” doesn’t just mean different; it means best. To
others it means worst. As we’ll see, America is both.
Here is a brief and partial introduction to the United States in comparative
perspective. Though it barely scratches the surface, it will give you a
sense of some of the ways in which the US is both different and similar,
both wonderful and woeful.
WE’RE THE BIGGEST
We have by far the largest population, as figure 1 shows. Along with
Canada and Australia, we also have the largest land mass (not shown
here).

Figure 1. Population
“m” = million. Data source: OECD. “Asl” is Australia; “Aus” is Austria.

Our economy, too, is far and away the biggest, according to the standard

measure — gross domestic product (GDP). Figure 2 shows this.

Figure 2. GDP
Gross domestic product. Adjusted for inflation and converted to US dollars using purchasing
power parities. “tr” = trillion. Data source: OECD. “Asl” is Australia; “Aus” is Austria.

Sometimes big is good. Other times it’s not. No one will rejoice at the fact
that, as shown in figure 3, the United States has the most obesity of any
affluent nation.

Figure 3. Obesity
Adult obesity rate. Obesity is defined as body mass index greater than 30. Solid lines: the
obesity data are from actual measurements of people’s height and weight. Dashed lines: the
obesity data are from surveys in which people report their height and weight to the
interviewer. Data source: OECD. “Asl” is Australia; “Aus” is Austria.

America also is the biggest contributor to climate change. Given the size
of our economy, it’s no surprise that our total output of carbon dioxide
emissions is much greater than that of any other rich nation. But as
figure 4 shows, our emissions are highest even when calculated on a per
capita (per person) basis.

Figure 4. Carbon dioxide emissions per capita
Metric tons per person. Data source: World Bank. “Asl” is Australia; “Aus” is Austria.

WE’RE NEARLY THE RICHEST
The standard measure of a nation’s affluence is GDP per capita. As figure
5 indicates, the US ranks second, behind only oil-rich Norway.

Figure 5. GDP per capita
Gross domestic product per person. Adjusted for inflation and converted to US dollars using
purchasing power parities. “k” = thousand. Data source: OECD. “Asl” is Australia; “Aus” is
Austria.

OUR POOR AREN’T ESPECIALLY WELL-OFF
America’s affluence doesn’t trickle down to everyone in a straightforward
fashion. As figure 6 shows, the income of US households on the lower
part of the income ladder is below that of their counterparts in many
comparator nations.

Figure 6. Tenth-percentile household income
Posttransfer-posttax household income. The incomes are adjusted for household size and then
rescaled to reflect a three-person household, adjusted for inflation, and converted to US
dollars using purchasing power parities. “k” = thousand. The lines are loess curves. Data
sources: Luxembourg Income Study; OECD. “Asl” is Australia; “Aus” is Austria.

Income gives us only a partial picture of people’s standard of living. To
get a more complete sense, we can ask people about their actual living
conditions: Are they regularly unable to pay bills? Do they have holes in
their walls or cracks in their windows that they’re unable to fix? Is their
neighborhood unsafe? And so on. Figure 7 shows that, according to the
best available data, a larger share of Americans suffer material hardship
than is the case in most other affluent countries.

Figure 7. Material hardship rate
Average of the deprivation rates (share of households experiencing deprivation) in the
following seven areas: inability to adequately heat home, constrained food choices,
overcrowding, poor environmental conditions such as noise and pollution, arrears in payment
of utility bills, arrears in mortgage or rent payment, difficulty in making ends meet. Data
source: OECD, Growing Unequal?, 2008, pp. 186-188, using data from the Survey on
Income and Living Conditions (EU-SILC) for European countries, the Household Income and
Labour Dynamics in Australia survey (HILDA) for Australia, and the Survey of Income and
Program Participation (SIPP) for the United States. “Asl” is Australia; “Aus” is Austria.

OUR INCOMES ARE THE MOST UNEQUAL
So we’re a fabulously affluent country in which the poor aren’t particularly
well-off. That suggests a high degree of income inequality. America is
indeed quite unequal, as figure 8, which shows the share of household
income that goes to the top 1%, makes clear.

Figure 8. Top 1%’s share of income
This is a measure of income inequality between the top 1% and the bottom 99%. Pretax
income. Excludes capital gains. Data source: World Top Incomes Database. “Asl” is
Australia; “Aus” is Austria.

WE USED TO BE THE MOST-EDUCATED, BUT NO
LONGER
A generation ago, the United States had the highest rate of college
completion among the world’s rich nations. But since then we’ve stalled,
and a number of other countries have caught up and passed us, as figure
9 shows.

Figure 9. College completion
Ages 25 to 34. Bachelor’s (or bachelor’s equivalent) or more. Data sources: National Center
for Education Statistics, Digest of Education Statistics, table 603.30, using OECD data;
OECD, Education at a Glance 2015, table A1.3a, p. 41. “Asl” is Australia; “Aus” is Austria.

WE SPEND THE MOST ON HEALTH CARE, BUT WE’RE
AMONG THE LEAST HEALTHY
America spends a lot of money on healthcare — far more, as a share of
our GDP, than any other rich nation. Figure 10 shows this gap.

Figure 10. Healthcare expenditures
Share of GDP. Includes public and private expenditures. Data source: OECD. “Asl” is
Australia; “Aus” is Austria.

Despite this massive spending, we don’t live very long relative to our
counterparts abroad. In fact, life expectancy in the US is lowest among
the affluent countries, as figure 11 indicates. Infant mortality data (not
shown here) tell a similar story.

Figure 11. Life expectancy
Years of life expectancy at birth. The vertical axis doesn’t begin at zero. Data source: OECD.
“Asl” is Australia; “Aus” is Austria.

WE PRIZE EMPLOYMENT, BUT ONLY A MODEST SHARE
OF US ARE EMPLOYED
Employment is front and center in the American ethos. Yet fewer
Americans are in paid work than in many other affluent nations, as figure
12 shows.

Figure 12. Employment
Employed persons aged 25-64 as a share of the population aged 25-64. The vertical axis
doesn’t begin at zero. Data source: OECD. “Asl” is Australia; “Aus” is Austria.

OUR LABOR UNIONS ARE AMONG THE WEAKEST
Labor unions play a significant role in determining wage levels and wage
growth in many of the world’s rich countries. That used to be true here
too, but not any more. As figure 13 shows, barely one in ten American
employees now have their wages set via collective bargaining.

Figure 13. Collective bargaining coverage
Share of employees whose wages are determined by collective bargaining. Data source: Jelle
Visser, “ICTWSS: Database on Institutional Characteristics of Trade Unions, Wage Setting,
State Intervention, and Social Pacts,” Amsterdam Institute for Advanced Labour Studies,
version 4, 2013, series adjcov. “Asl” is Australia; “Aus” is Austria.

WE HAVE A MODERATELY FREE ECONOMY
Liberty is one of our core values. And yet, according to one measure,
displayed in figure 14, our economy is fairly ordinary in the degree to
which economic actors are free to choose.

Figure 14. Economic freedom
Average score for business freedom, labor freedom, trade freedom, investment freedom, and
financial freedom. Each item is scored from 0 to 100. The vertical axis doesn’t begin at zero.
Data source: Heritage Foundation, heritage.org/index. “Asl” is Australia; “Aus” is Austria.

WE’RE THE BIRTHPLACE OF MODERN DEMOCRACY,
BUT NOT MANY OF US VOTE
Our political system, like that of other affluent democracies, is a
representative democracy. Though there is a role for direct democracy, in
the form of state and local referendums, most important political decisions
are made by elected representatives rather than by the citizenry. As figure
15 indicates, compared to our counterparts in other affluent nations,
relatively few Americans participate in electing those representatives.

Figure 15. Voter turnout
Voters as a share of the eligible population. Legislative elections. In the US, turnout is shown
only for years in which there is also a presidential election. Data source: Institute for
Democracy and Electoral Assistance (IDEA), series VAP turnout. “Asl” is Australia; “Aus”
is Austria.

OUR POLITICAL INSTITUTIONS ARE UNUSUAL
Beyond the fundamental similarity of representative democracy, the
structure of America’s political institutions is relatively unusual.
The US is one of a small number of rich democracies in which the
executive (president) is directly elected. In most other countries the
executive (usually the prime minister) is the leader of the largest
party in the parliament, and she or he has no formal lawmaking
authority.

We have two legislative bodies (the House of Representatives and
Senate) with equal power. Most others have just one house in
parliament; and in those that have two bodies, one of the two is
largely ceremonial.
Most other affluent democracies have a proportional representation
electoral system: people vote for parties, and the share of seats each
party gets in the legislature is proportional to their share of the
votes. We have a winner-take-all system: people vote for individual
candidates, and in each state or congressional district only the
candidate with the most votes gets representation.
Private donations account for a much larger share of campaign
finance in the United States than in other countries.
We have a more federalized system of government than most other
rich nations: state and local governments have considerable decisionmaking power.
OUR GOVERNMENT TAXES AND SPENDS LESS THAN
MOST
There are various ways to measure the size of government, but a
common one is according to the share of the economy (the GDP) that
passes through the government. As figure 16 shows, by the standards of
the world’s rich nations that share is relatively low in the United States.

Figure 16. Government revenues
Share of GDP. The vertical axis doesn’t begin at zero. Data source: OECD. “Asl” is
Australia; “Aus” is Austria.

WE SPEND THE MOST ON THE MILITARY
Though our government’s overall size is comparatively small, there is one
government program on which we spend a lot. As figure 17 shows, our
military spending is the highest among the affluent countries.

Figure 17. Military expenditures
Share of GDP. Data source: World Bank. “Asl” is Australia; “Aus” is Austria.

WE’RE THE MOST RELIGIOUS
A larger share of Americans say religion is “very important” in their lives
than is the case in any other affluent democracy, as figure 18 shows. The
share in the US has been declining since 2000, and if that continues it
won’t be too long before we join the club of secularized countries. But for
the moment we’re still exceptional in this regard.

Figure 18. Religion is very important in my life
Other response options: rather important, not very important, not important at all, no
answer. Data source: World Values Survey, series v9. “Asl” is Australia; “Aus” is Austria.

WE’RE THE MOST PUNITIVE
When it comes to crime and punishment, our approach over the past
generation has had more of an Old-Testament flavor than a NewTestament one. As figure 19 shows, we incarcerate a larger share of our
population, by far, than any other affluent nation. Part of this owes to the
fact that our murder rate is the highest, but murders account for only a
small portion of crimes, and our rates of assault, rape, robbery, and other
types of crime aren’t particularly high relative to other countries.

Figure 19. Incarceration
Persons in prison per 100,000 population. Includes pretrial detainees. Data source:
International Centre for Prison Studies, via the OECD. “Asl” is Australia; “Aus” is Austria.

WE’RE MODERATELY WELCOMING
America has long been a land of immigrants, a country that, more than
any other, welcomed the world’s tired, its poor, its huddled masses
yearning to breathe free, in the words of Emma Lazarus’ homage to the
Statue of Liberty. Immigration restrictions imposed in the 1920s
dampened the embrace, while a reform in 1965 and a partial amnesty in
1986 reopened the door to a significant degree. Where do we stand
today? Figure 20 shows that the US is now quite ordinary in its foreignborn population share.

Figure 20. Immigrants
Foreign-born share of the population. Includes both legal and illegal immigrants. Data source:
OECD. “Asl” is Australia; “Aus” is Austria.

WE’RE MODERATELY TRUSTING
As an open society that prizes individual liberty, America depends, to a
certain degree, on our ability to trust one another. Do we? The World
Values Survey regularly asks a representative sample of adults whether
“most people can be trusted” or “you need to be very careful in dealing
with people.” Americans are below average in trustingness, as figure 21
shows.

Figure 21. Trust
Share of adults who believe most people can be trusted. Question: “Generally speaking,
would you say that most people can be trusted or that you need to be very careful in dealing
with people?” Data source: World Values Survey. “Asl” is Australia; “Aus” is Austria.

WE’RE SOMEWHAT HAPPY
Our nation’s founding document, the Declaration of Independence,
highlights the pursuit of happiness as an “inalienable right” of Americans.
How happy are we? A good comparative measure comes from a question
regularly asked by the World Values Survey: “All things considered, how
satisfied are you with your life as a whole these days?” Respondents are
asked to rate their life satisfaction on a scale of one to ten. Relative to our
counterparts in other rich longstanding-democratic countries, we
Americans are ordinary in our happiness, as figure 22 shows.

Figure 22. Life satisfaction
Scale from 1 (completely dissatisfied) to 10 (completely satisfied). Question: “All things
considered, how satisfied are you with your life as a whole these days?” The vertical axis
doesn’t begin at zero. Data source: World Values Survey, via the World Database of
Happiness, series 122F. “Asl” is Australia; “Aus” is Austria.

1. Alexis de Tocqueville, Democracy in America, 1835; Seymour Martin
Lipset, The First New Nation, Basic Books, 1963; Lipset, American
Exceptionalism, W.W. Norton, 1996.
2. For more, see Peter Baldwin, The Narcissism of Minor Differences: How
America and Europe Are Alike, Oxford University Press, 2009.
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Tolerance is a view that people who differ from you in appearance, belief,
or behavior should have the same rights as you — the right to speak
freely, to practice one’s faith, to marry the person of one’s choosing, to
vote, to congregate in public, to choose where to live, to attend public
schools, to be employed, and more.1 Tolerance underpins democracy, and
it is essential for a society that prizes individual freedom and
opportunity.2 It may have additional benefits, such as fostering social
harmony and cooperation, boosting economic productivity, and increasing
happiness.3
Tolerance of religious diversity was one of America’s founding principles,
and while we haven’t always lived up to this aspiration, the United States
has, over its history, tended to be more tolerant of minority religions than
many other countries. In the past half century we’ve made strides in
extending that tolerance to other spheres, from race to sexual preference
and beyond.
How tolerant are Americans? How much have we improved? Where do we
still fall short of the ideal of a genuinely and fully tolerant society?
HOW TOLERANT ARE AMERICANS?
The conventional strategy for measuring tolerance is via responses to
public opinion survey questions such as the following. This is the type of
data I’ll mainly rely on here.
“There are always some people whose ideas are considered bad or
dangerous by other people. If such a person wanted to make a
speech in your city or town or community, should he be allowed to
speak, or not?” (General Social Survey)
“Should such a person be allowed to teach in a college or university,
or not?” (General Social Survey)
“If some people in your community suggested that a book he wrote
in favor of his views should be taken out of your public library, would
you favor removing this book, or not?” (General Social Survey)
“There are some people whose views are considered extreme by the
majority. Do you think such people should be allowed to hold public
meetings to express their views?” (International Social Survey
Programme)
“On this list are various groups of people. Could you please mention
any that you would not like to have as neighbors?” (World Values
Survey)

Figure 1 shows the share of American adults who give the tolerant
response when these questions are asked about people of a different
race, immigrants, homosexuals, religious extremists, communists, and
other minority or controversial groups.

FIGURE 1. Americans’ tolerance
Data sources: Gallup, “Gay and Lesbian Rights,” gallup.com; Gallup, cited in
Chelsea A. Schafer and Greg M. Shaw, “Tolerance in the United States,” Public
Opinion Quarterly, 2009; General Social Survey (GSS), sda.berkeley.edu;
International Social Survey Programme (ISSP), zakat.gesis.org; World Values
Survey (WVS), worldvaluessurvey.org. Gallup data are from 2006, 2008, and 2014.
GSS data are from 2014. ISSP data are from 2004 and 2008. WVS data are from
2011.

The data suggest Americans are quite tolerant in some respects. Nearly all
of us say we would be okay having a neighbor who practices a different
religion, or is of a different race, or who is an unmarried couple. And
nearly all favor allowing a person who is gay or lesbian to speak in public
or teach at a university.
Yet in other respects the level of tolerance expressed in the responses to
these survey questions is quite low. Only 80% of American adults say
they are okay with having a neighbor who is homosexual or Muslim, or
favor permitting someone who is anti-religious to express that view in
public. Only 70% favor allowing a communist or a “militarist” to publicly
express those views, or favor allowing an anti-religious person to teach in
a university, or say gay and lesbian sex should be legal. Just 60% favor
allowing a person who believes African Americans are genetically inferior to
speak about that in public. Just 57% think gays and lesbians should be
allowed to get married. And only half or fewer are willing to permit
religious extremists to meet in public, or to allow anti-American Muslim
clergy to speak about their views in public or teach in a university or have
a book expressing their opinion available in a public library.
How tolerant are Americans compared to their counterparts in other rich

nations? According to the data in figure 2, from the World Values Survey,
we’re in the middle of the pack. These survey questions ask respondents
whether or not they would mind having certain groups of people as
neighbors.

FIGURE 2. Okay with having a neighbor who is a member of a
controversial or minority group
Data are for 2005-2014. Question: “On this list are various groups of people. Could
you please mention any that you would not like to have as neighbors?” Response
options: mentioned, not mentioned, don’t know. “Don’t know” responses are
excluded here. Data source: World Values Survey, worldvaluessurvey.org.

The responses suggest that Americans are among the most tolerant of
religious diversity, with 97% saying they wouldn’t mind having someone
with a different religious faith as a neighbor. This is especially striking
given that a relatively large share of Americans are religious.4 We might
expect greater tolerance toward people from other religious traditions in
countries where few people care about religion.
We also appear comparatively comfortable living near someone of a
different race. This doesn’t mean most white Americans want to live in a
neighborhood that is majority African American or Latino, but it does tell
us they don’t object to some degree of neighborhood diversity.5
We’re in the middle of the pack with respect to immigrants and persons
who speak a different language. Yet the fact that only 91% of Americans
say they are okay with having immigrants as neighbors is somewhat
disappointing.
Half a century ago unmarried couples living together were relatively
uncommon. Today they’re sufficiently common that they scarcely attract
any notice. Yet there are still some Americans who object. According to
the World Values Survey, only 92% of Americans are okay with having an
unmarried couple as a neighbor — a lower share than in most other
affluent countries.
Although Americans have become significantly more tolerant of
homosexuality and homosexuals in recent decades (see below), we’re less
tolerant on this score than people in most other rich nations. Only 80% of
Americans say they’re okay with having a homosexual neighbor.
Another cross-country survey, the International Social Survey Programme

(ISSP), asks whether groups considered to be extremist should be
allowed to hold public meetings to express their views. The results, shown
in figure 3, differ from those about tolerance of neighbors in two
respects. First, in all of the countries tolerance is much lower when it
comes to allowing public meetings by perceived extremist groups. Second,
on this aspect of tolerance the United States is at the head of the pack.
Only half of Americans think religious extremists or racists should be
allowed to meet publicly to express their views, but that share is larger
than in any other rich country.

FIGURE 3. Extremist groups should be allowed to hold public meetings
Share saying extremist groups definitely or probably should be allowed to hold
public meetings to express their views. Data are for 2004 and 2008. Question:
“There are some people whose views are considered extreme by the majority….
Do you think such people should be allowed to hold public meetings to express
their views?” Response options: definitely, probably, probably not, definitely not.
Data source: International Social Survey Programme (ISSP), zakat.gesis.org.

HAVE AMERICANS BECOME MORE TOLERANT?
It’s likely that tolerance among Americans increased in the 1950s, 1960s,
and 1970s, at least toward groups such as Catholics, Jews, and African
Americans. Yet researchers who have attempted to assess trends in
tolerance during that period have reached conflicting conclusions, with
some finding a rise in tolerance and others finding no change.6 A key
problem is that there is very little data on tolerance prior to the mid1970s.
For the period since the mid-1970s we have a good bit more evidence,
and it suggests that on the whole Americans have become increasingly
tolerant.7 Figure 4 shows a steady rise in the share who approve of racial
intermarriage. The General Social Survey has asked its speaking, teaching,
and book questions since the early-to-mid 1970s. Figure 5 shows that
Americans have become significantly more tolerant toward homosexuals,
anti-religious persons, communists, and “militarists.” The World Values
Survey has asked its neighbor question since the early 1980s. Figure 6
shows a sustained high level of tolerance toward persons of a different
race and a rise in tolerance of homosexuals. Figure 7 shows data from
Gallup questions about whether homosexuals should have equal job
opportunity rights, whether gay and lesbian sex should be legal, and
whether same-sex marriage should be legal. It too suggests an increase
in tolerance.8

FIGURE 4. Approve of black-white marriage
Question: “Do you approve or disapprove of marriage between blacks and
whites?” Response options: approve disapprove, no opinion. “No opinion”
responses are omitted here. Data source: Frank Newport, “In U.S., 87% Approve of
Black-White Marriage, vs. 4% in 1958,” gallup.com, 2013.

FIGURE 5. Speech, teaching, and books by controversial groups should
be allowed
The lines are loess curves. Questions: “Now, I would like to ask you some
questions about a man who admits he is a [person who is against churches and
religion (“anti-religious”), communist, homosexual, person who advocates doing
away with elections and letting the military run the country (“militarist”), person who
believes that Blacks are genetically inferior (“racist”), Muslim clergyman who
preaches hatred of the United States]. (a) Suppose this admitted […] wanted to
make a speech in your community. Should he be allowed to speak, or not? (b)
Should such a person be allowed to teach in a college or university, or not? (c) If
some people in your community suggested that a book he wrote in favor of […]
should be taken out of your public library, would you favor removing this book, or
not?” Data source: General Social Survey, sda.berkeley.edu, series spkath, colath,
libath, spkcom, colcom, libcom, spkhomo, colhomo, libhomo, spkmil, colmil,
libmil, spkmslm, colmslm, libmslm, spkrac, colrac, librac.

FIGURE 6. Okay with having a neighbor who is a member of a minority or
controversial group
Question: “On this list are various groups of people. Could you please mention any
that you would not like to have as neighbors?” Response options: mentioned, not
mentioned, don’t know. “Don’t know” responses are excluded here. Data source:
World Values Survey, worldvaluessurvey.org.

FIGURE 7. Tolerance toward homosexuals
Equal job opportunity rights question: “As you may know, there has been
considerable discussion in the news regarding the rights of homosexual men and
women. In general, do you think homosexuals should or should not have equal
rights in terms of job opportunities?” Response options: yes should, no should
not, depends, no opinion. “Depends” and “no opinion” responses are excluded
here. Data source: Gallup, “Gay and Lesbian Rights,” gallup.com. Sex legal
question: “Do you think gay or lesbian relations between consenting adults should
or should not be legal?” Response options: should be legal, should not be legal.
Data source: Gallup, “Gay and Lesbian Rights,” gallup.com. Marriage legal
question: “Do you agree or disagree: homosexual couples should have the right to
marry one another?” Response options: strongly agree, agree, neither agree nor
disagree, disagree, strongly disagree. The line shows the share who strongly
agree or agree. Data source: General Social Survey, sda.berkeley.edu, series
marhomo.

Tolerance toward racists hasn’t increased, according to the General Social
Survey data in figure 5. One possible reason is that race, racial prejudice,
and racial discrimination are particularly sensitive in the context of
America’s history. Another is that racism is viewed as more “politically
incorrect” than other controversial views, even communist, militarist, or
anti-religious beliefs. Or maybe this is because the group “racists” is
defined by an incorrect factual belief (“Blacks are genetically inferior”)
rather by a preference (against religion, for having the military run the
country, and so on).

Tolerance toward immigrants hasn’t increased either; indeed, it appears,
in figure 6, to have declined somewhat. About 11 million immigrants in the
United States are here illegally, and the question of how to deal with illegal
immigration has gotten considerable attention from politicians and the
media since the 1980s. This surely has played a role in the evolution of
Americans’ tolerance toward immigrants. Donald Trump’s campaign for
the 2016 Republican presidential nomination, with his promise to
immediately deport all illegal immigrants and to build a giant wall along the
entire US-Mexico border, may weaken this tolerance somewhat further.
Muslims are a third exception to the rise in tolerance. Given the
September 11, 2001 terrorist attacks by radical Islamists, it isn’t
surprising that figure 6 shows a decline after 2001 in the share of
Americans who say they would be okay having a Muslim neighbor.9 In
figure 5 the level of tolerance for anti-American Muslim clergy is flat, but
the data are only available since 2008.
These three exceptions to the increase in tolerance may have distinct
explanations. But in the case of racists and Muslims, there might be a
common thread: Americans may be decreasingly tolerant toward groups
that are seen as intolerant.10 This pattern — tolerance toward most “outgroups,” but not toward groups that are themselves intolerant — may
also account for the low levels of tolerance toward racists and religious
extremists that we see in all rich nations in figure 3 above.
Tolerance is expressed not only as beliefs but also via behavior. Indicators
of tolerance might therefore include the frequency and intensity of hate
crimes, membership in hate groups, letters to newspapers or elected
politicians arguing for curtailment of rights for particular groups, student
movement attempts to block controversial speakers from giving talks at
their campus, and so on. Unfortunately, we have less systematic data on
these types of behavior.11
Since the mid-1990s, the FBI has compiled reports of hate crimes from
state and local police offices. Because many hate crimes aren’t reported,
these data understate the frequency of such crimes. But they may give us
a reasonably accurate picture of trends, because the degree of
underreporting isn’t likely to have changed much over time. Figure 8
shows the patterns for eight target groups — Jews, LGBTQs, Muslims,
African Americans, Asians, Hispanics, whites, and disabled persons. The
incidence of hate crimes against the last four of these groups has been
quite low over the two decades. For Jews, LGBTQs, and blacks it is higher,
but the trend has been down. Hate crimes targeting Muslims jumped
temporarily in 2001, following the September 11 terrorist attacks, and
have been flat since then.

FIGURE 8. Hate crimes
Per 100,000 persons in the victim group. Data sources: The hate crime victim data
are from FBI, “Hate Crime Statistics,” Uniform Crime Reports, various years, table
1. The population data are from the Census Bureau and Gallup.

What’s caused the overall rise in tolerance in the United States during the
past generation? One possibility is that it’s a consequence of growing
affluence. Tolerance tends to be higher in richer nations. With greater
income, people feel more economically secure, which allows them to attach
greater weight to freedom, fairness, and opportunity for persons in less
advantaged or less mainstream groups. America’s per capita GDP has
nearly doubled since the mid-1970s. On the other hand, much of the rise
in income from this economic growth has gone to a small slice of
households at the top of the income ladder, and economic security has
decreased for some, maybe many, households on the middle and lower
rungs.12 It thus isn’t clear that we should expect the country’s growing
affluence to have been a key driver of the rise in tolerance.
Education is another candidate. People with more educational attainment
tend to be more tolerant, and the average number of years of schooling
completed by Americans has risen in recent decades.13 Yet the increase in
educational attainment hasn’t been especially large. Moreover, the group
among whom tolerance has increased the most, according to one recent
study, is those with the least schooling — persons with less than a high
school degree.14
Religiosity has declined over the past generation.15 While that may have
contributed to the rise in tolerance toward gays and lesbians, it isn’t clear
why it would have had much impact on tolerance toward other groups.
Also, as with education, the link between religiosity and tolerance of
homosexuals has weakened; even the highly religious are becoming more
tolerant.16
A popular hypothesis holds that tolerance increases when there is greater
interpersonal contact between groups.17 This might be part of the story.
For instance, in 1985 only one-quarter of Americans said they had a
relative, friend, or coworker who they knew to be gay or lesbian. By 2003
the share had grown to approximately half, and by 2013 it was up to
three-quarters.18 However, increased contact is unlikely to account for
much of the trend we observe in figure 5, since most Americans probably
didn’t increase their contact with, for instance, communists or militarists
during this period. And given the large increase in immigration since the
1960s, it’s very likely that contact with immigrants has increased, yet
tolerance toward immigrants appears to have declined.
The most likely cause of the rise in tolerance is a cultural shift that began
in the 1960s or 1970s. This shift includes greater appreciation for
individual rights and opportunities and embrace of fairness for traditionally
disadvantaged groups. Its spread has been abetted by the media,
including television.19 Some presume this is a generational phenomenon
(“cohort effect”),20 but a recent study finds that the rise in tolerance has
occurred among all generations, not just younger ones.21
SUMMARY
Tolerance is vital for a democratic society dedicated to individual freedom
and opportunity. The principal evidence we have for assessing tolerance in
the United States is responses to survey questions. Those responses
suggest that Americans are quite tolerant in some respects but

surprisingly intolerant in others. Relative to our counterparts in other rich
nations, we are either middle-of-the-pack in tolerance or at the high end,
depending on the type of question that’s asked. The good news is that in
recent decades tolerance toward most groups has been increasing.
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One of the principal sources of community is voluntary groups and
associations such as clubs, neighborhood committees, youth groups,
charities, and churches. Civic engagement — individuals’ participation in
these types of intermediary organizations and other forms of voluntary
community effort — has been linked to better health, safer communities,
child development, a stronger economy, and greater quality of life and
happiness.1
How civically engaged are Americans? Has their degree of engagement
shifted over time?
AMERICANS ARE ENGAGED
Americans participate in a wide range of civic activities. Here is Robert
Putnam’s effusive description2 :
“The ingenuity of Americans in creating organizations knows no bounds.
Wandering through the World Almanac list of 2,380 groups with some
national visibility from the Aaron Burr Society to the Zionist Organization
of America, one discovers such intriguing bodies as the Grand United
Order of Antelopes, the Elvis Presley Burning Love Fan Club, the Polish
Army Veterans Association of America, the Southern Appalachian
Dulcimer Association, and the National Association for Outlaw and
Lawman History. Some of these groups may be the organizational
equivalent of vanity press publications, but surveys of American
communities over the decades have uncovered an impressive
organizational vitality at the grassroots level. Many Americans today are
actively involved in educational or school service groups like PTAs,
recreational groups, work-related groups, such as labor unions and
professional organizations, religious groups (in addition to churches),
youth groups, service and fraternal clubs, neighborhood or homeowners
groups, and other charitable organizations.”

Some forms of civic engagement, such as being a member of an
organization, can entail minimal commitment. Others, such as regular
volunteering or active participation in a group, involve greater time or
effort. We have limited information about the time and effort Americans
devote to civic engagement (see below).
We know more about the share of people who participate. Figure 1 begins
by showing the share of Americans who say they are an active member of
a civic group, volunteer their time to an organization, or donate money to

a charity.

FIGURE 1. Americans’ civic engagement
Share of US adults. Data source for active member: Lee Rainie, Kristen Purcell,
and Aaron Smith, “The Social Side of the Internet,” Pew Research Center, 2011.
Data source for volunteer time and donate money: Cynthia English, “Civic
Engagement Highest in Developed Countries,” Gallup, 2011.

Figure 2 details some of the main types of groups and organizations in
which Americans participate. It shows the share who say they are active in
any of 27 different types, from religious to sports to youth groups to fan
clubs and much more. (Here and below, I leave out political groups and
activities. I examine them in “Democracy.”)

FIGURE 2. Americans’ participation in groups and organizations
Share of US adults who say they are active participants. Data source: Lee Rainie,
Kristen Purcell, and Aaron Smith, “The Social Side of the Internet,” Pew Research
Center, 2011.

When we compare across the world’s rich longstanding-democratic
countries, the United States is toward the high end in civic engagement,
according to the available data. Figure 3 shows the share in each nation
who report that they are an “active member” of various types of groups
and organizations, and figure 4 shows the share who say they participate
at least once a month in the activities of a group. Figure 5 shows the
share who say that in the past month they have donated money to a
charity, volunteered time to an organization, or helped a stranger. In all
three charts, the US is at or near the top.

FIGURE 3. Active member of a voluntary organization
The data are for 2005-2014. Question: “Now I am going to read off a list of
voluntary organizations. For each organization, could you tell me whether you are
an active member, an inactive member or not a member of that type of
organization?” Response options: active member, inactive member, not a
member, don’t know, no answer. “Don’t know” and “no answer” responses are
excluded here. Data source: World Values Survey, worldvaluessurvey.org. “Asl” is
Australia.

FIGURE 4. Participated in the activities of a voluntary organization in the
past month
The data are for 2007. Question: “In the last 12 months, how often have you
participated in the activities of one of the following associations or groups?”
Response options: at least once a week, at least once a month, several times,
once or twice, never, can’t choose, no answer. The figure shows the share
responding “at least once a month” or more, with “never,” “can’t choose,” and “no
answer” responses excluded. Data source: International Social Survey
Programme (ISSP), zakat.gesis.org. “Asl” is Australia; “Aus” is Austria.

FIGURE 5. Engaged in civic activity in the past month
The data are for 2010. Question: “Have you done any of the following in the past
month: donated money to a charity, volunteered time to an organization, or helped
a stranger or someone you didn’t know who needed help?” Data source: Cynthia
English, “Civic Engagement Highest in Developed Countries,” Gallup, 2011. “Asl”
is Australia; “Aus” is Austria.

What accounts for the cross-country differences in civic engagement?
One of the best predictors across individuals is educational attainment.3
But as figure 6 shows, when we look across countries, education is only
weakly correlated with active participation in civic groups and
organizations.

FIGURE 6. Civic engagement by education
Active group membership: share of adults who say they are an active member of a
civic group or organization. Average for eight types of organization. The data are for
2005-2014. Data source: World Values Survey, worldvaluessurvey.org. Completed
college: share of the population aged 25 to 34 with a bachelor’s (or bachelor’s
equivalent) degree or more. Data source: OECD, Education at a Glance 2015,
table A1.3a, p. 41. “Asl” is Australia.

Religiosity is another good predictor for individuals. Figure 7 shows active
group membership by the share of the population who says religion “is
very important in my life.” Here the association is stronger, though still
modest.

FIGURE 7. Civic engagement by religiosity
Active group membership: share of adults who say they are an active member of a
civic group or organization. Average for eight types of organization. The data are for
2005-2014. Question: “For each of the following, indicate how important it is in your
life: religion.” Response options: very important, rather important, not very
important, not at all important, no answer. The data are for 2000-2012. Data
source: World Values Survey, worldvaluessurvey.org. “Asl” is Australia.

A prominent hypothesis among critics of government is that generous
social programs reduce the incentive for citizens to form and join
intermediary organizations that aim to ameliorate social problems.4
Perhaps Americans are prolific participators because the United States has
fewer public insurance programs than most other affluent countries, and
those it has tend to be less generous.5 We also have lower overall
government expenditures, relative to the size of our economy. But
comparing across the rich countries, there is no noteworthy association
between government size and civic engagement.6
Social scientists don’t, at the moment, have a good explanation for the
cross-national variation in civic engagement. Whatever the key
determinants are, in the US they appear to have originated early in the
country’s history. In his study of American life nearly 200 years ago,
Alexis de Tocqueville observed that 7
“Americans of all ages, all stations in life, and all types of disposition are
forever forming associations. There are not only commercial and
industrial associations in which all take part, but others of a thousand
different types — religious, moral, serious, futile, very general and very
limited, immensely large and very minute…. Nothing, in my view,
deserves more attention than the intellectual and moral associations in
America.”

CIVIC ENGAGEMENT HAS DECREASED
The number of civic groups and organizations in the United States has
increased steadily over time.8 So too, in all likelihood, has the share of the
population that is a member in some voluntary association.
Yet in many cases such membership involves little or no civic engagement
per se, and other indicators suggest that such engagement has been
declining. Robert Putnam compiled data on membership rates in 32
national chapter-based associations that existed throughout much of the
twentieth century. Figure 8 shows that membership in these groups
peaked around 1960 and then fell steadily for four decades.

FIGURE 8. Membership in 32 national chapter-based organizations
Includes the Parent-Teacher Association (PTA), Boy Scouts, Girl Scouts, 4-H,
League of Women Voters, Knights of Columbus, Rotary, Elks, Kiwanis, Jaycees,
Optimists, American Legion, Veterans of Foreign Wars, the NAACP, B’nai B’rith,
Grange, Red Cross, and more. Data source: Robert D. Putnam, Bowling Alone:
The Collapse and Revival of American Community, Simon and Schuster, 2000,
figure 8.

Participation in religious organizations has long been one of the most
common forms of civic engagement for Americans. Figure 9 shows that
attendance at religious services and membership in church-affiliated
organizations have fallen since the early 1970s. Data on monetary
donations are available only since 2003, but they too suggest a decline,
while the share of Americans who say they volunteer with a religious
group or organization was flat during those years.

FIGURE 9. Participation in religious organizations
Share of US adults. Attendance: share who attend religious services once a month
or more. Question: “How often do you attend religious services?” Data source:
General Social Survey, sda.berkeley.edu, series attend. Membership: share who
are members of a religious organization. Question: “Now we would like to know
something about the groups or organizations to which individuals belong. Here is
a list of various organizations. Could you tell me whether or not you are a member
of each type? Church-affiliated groups.” Response options: yes, no. Data source:
General Social Survey, sda.berkeley.edu, series memchurh. Donate money and
volunteer time: share who did so in the past year. Data source: Gallup, “Most
Americans Practice Charitable Giving, Volunteerism,” gallup.com, 2013.

Labor unions are the main type of work-related voluntary association in
which people participate. As figure 10 shows, the rate of union
membership has fallen steadily since the mid-1950s. On the other hand,
membership in professional societies has increased a bit since the mid1970s.

FIGURE 10. Membership in work organizations
Labor unions (upper line): share of employees who are members. Data sources:
1948-1958 are from Leo Troy and Neil Sheflin, U.S. Union Sourcebook, Industrial
Relations Data and Information Services, 1985. 1960ff are from Jelle Visser,
“ICTWSS: Database on Institutional Characteristics of Trade Unions, Wage
Setting, State Intervention, and Social Pacts,” Amsterdam Institute for Advanced
Labour Studies, version 4, 2013, series ud, ud_s. Labor unions (lower line): share
of adults who are members. Data source: General Social Survey,
sda.berkeley.edu, series memunion. Professional societies: share of US adults
who are members. Data source: General Social Survey, sda.berkeley.edu, series
memprof.

Figure 11 shows the share of Americans who say they are a member of a
variety of other (nonreligious, nonwork) types of organizations or groups.
This share also has decreased a bit, though mainly just between the mid1990s and the mid-2000s. Unfortunately, 2004 is the most recent year
the General Social Survey asked this question, so we don’t know what
further change, if any, has occurred since then.

FIGURE 11. Membership in other organizations and groups
Share of US adults. Nonreligious, nonwork organizations. Includes fraternal
groups, service groups, veterans groups, sports clubs, youth groups, school
service groups, hobby clubs, school fraternities, nationality groups, farm
organizations, literary or art groups, and others. Question: “Now we would like to
know something about the groups or organizations to which individuals belong.
Here is a list of various organizations. Could you tell me whether or not you are a
member of each type?” Response options: yes, no. Data source: General Social
Survey, sda.berkeley.edu, series memnum.

We have few indicators of the quantity of time or effort Americans put
into civic participation. Figure 12 shows one — the number of club or
group meetings attended, on average, over the past year. The number fell
sharply between the mid-1970s and the turn of the century.

FIGURE 12. Number of club meetings attended in the past year
Average among US adults. Data source: Robert D. Putnam, Bowling Alone: The
Collapse and Revival of American Community, Simon and Schuster, 2000, figure
11, using data from DDB Needham Life Style surveys.

Time diaries are another helpful source of information. Figure 13 shows
two measures of the average amount of time Americans reported
spending on associational activity each month. Both suggest a substantial
decline between the mid-1960s and the early 1990s.

FIGURE 13. Time spent on civic association activity per month
Average among US adults. Includes activity such as attendance at community,
political, church, or trade union meetings; voluntary tutoring or coaching;
paperwork and other organizational work associated with voluntary activities; other
voluntary community or political activities, such as demonstrations and providing
meals/refreshments. The “Putnam” line excludes activity with religious
organizations. Data sources: Robert D. Putnam, Bowling Alone: The Collapse and
Revival of American Community, Simon and Schuster, 2000, p. 62; Robert
Andersen, James Curtis, and Edward Grabb, “Trends in Civic Association Activity
in Four Democracies: The Special Case of Women in the United States,”
American Sociological Review, 2006, table 1.

A more involved form of participation is serving as an officer for an
organization or on its committee. Figure 14 shows the share who say
they did so for a local club or group in the past year. The share dropped
sharply during the two decades for which these data are available, from
the mid-1970s through the mid-1990s.

FIGURE 14. Served as an officer or on the committee for a local club or
organization in the past year
Share of US adults. Data source: Robert D. Putnam, Bowling Alone: The Collapse
and Revival of American Community, Simon and Schuster, 2000, figure 10.

Perhaps the lowest-effort form of civic engagement is donating money.
Yet money can matter a great deal for the sustainability and success of
groups and associations. Figure 15 shows a measure of financial giving as
a share of national income, with data beginning in the late 1920s. Like the
trend for membership in national chapter organizations, we see an
increase until around 1960 followed by a steady and sharp decline.

FIGURE 15. Financial giving
Share of national income. Giving by living individuals to Protestant denominations,
Catholic causes, and the United Way. Data source: Robert D. Putnam, Bowling
Alone: The Collapse and Revival of American Community, Simon and Schuster,
2000, figure 32.

Volunteering seems to be a notable exception to the downward trend in
civic engagement.9 Figure 16 shows two measures of the share of
Americans who perform any volunteer activity, one covering the 1980s
and the other the 2000s. Both suggest an increase. A measure of the
share who volunteered 100 hours or more in the previous year shows no
change. Figure 17 shows that the number of times Americans say they
volunteered in the past year rose steadily in the 1980s and the 1990s. In
2000, Robert Putnam noted the apparent rise in voluntarism up to that
point but cautioned that it was confined largely to elderly Americans. He
thus worried that the trend would be short-lived.10 The data for the
2000s in figure 17 suggest that his worry may have been wrong, or at
least premature.

FIGURE 16. Volunteering: share of people
Share of American adults. 1977-91 upward-sloping line: share who report they are
“involved in any charity or service activities, such as helping the poor, the sick, or
the elderly.” Data source: Gallup, reported in Robert D. Putnam, Bowling Alone:
The Collapse and Revival of American Community, Simon and Schuster, 2000, p.
128. 2003-13 upward-sloping line: share who say they volunteered time to a
religious organization or other charitable cause. Data source: Gallup, “Most
Americans Practice Charitable Giving, Volunteerism,” gallup.com, 2013. 19742014 flat line: share who report volunteering 100 hours or more in the previous
year through or for an organization. Data source: Bureau of Labor Statistics, Civic
Engagement November supplement.

FIGURE 17. Volunteering: number of times
Number of times in the past year. Data source: Robert D. Putnam, Bowling Alone:
The Collapse and Revival of American Community, Simon and Schuster, 2000,
figure 34.

Another exception is support and self-help groups — groups to support
addicts, people striving to lose weight, divorcees, co-dependents, victims’
family members, and much more. The number of such organizations and
the number of participants have increased in recent decades.11
What about social movements? Lots of social movements peaked, in
membership and participation, in the 1960s. But not all. A number of
noteworthy, and in some cases sizable, movements have arisen in the
subsequent decades — for protection of the environment in the 1970s,
against the Supreme Court’s Roe v. Wade decision legalizing abortion in
the 1970s, against separation of religion and politics in the 1970s, in
favor of divestment from firms doing business in South Africa in the
1980s, against US foreign policy in Central America in the 1980s, in favor
of equal treatment and rights for LGBTQs in the 1980s, against gun
regulations in the 1990s, against sweatshops in the 2000s, in favor of a

$15 an hour minimum wage in recent years, and more. But while we lack
hard numbers, participation in social movements is likely to have been flat
at best, rather than rising.12
Perhaps the most important counter to the fall in civic engagement stems
from the internet and social media, which has facilitated an array of new
forms of participation and activism — blogging, online petitions, internet
forums, twitter communities, social media fundraisers, and more. By
making it easier to locate potential members, to share information, and to
raise money, the internet may also facilitate the creation and sustainability
of more traditional organizations.13
So has civic engagement decreased in the United States? The most
thorough assessment to date is by Robert Putnam in his 2000 book
Bowling Alone. Putnam concludes that with a few notable exceptions —
volunteering, self-help and support groups, and internet-based activism
— “Americans have been dropping out in droves … from organized
community life.”14
Theda Skocpol offers a different interpretation. She looks farther back in
time and identifies six clusters of high associational activity in the United
States: the 1820s to 1850s, the 1850s to 1890s, the middle-to-late
1910s, the 1930s, the 1940s, and the 1960s to 1970s. According to
Skocpol, many of the clusters appear to center around events of
“nationalizing impact,” such as the Civil War, the two World Wars, and the
Cold War, and during periods when mobilization of voters was high. It’s
conceivable, then, that what appears to be a collapse of civic engagement
since 1960 actually is just another valley between participatory peaks.15
WHY THE DECLINE?
What’s caused the decrease in civic engagement among Americans? There
are a number of potential culprits.
Time competition
One in four Americans doesn’t participate in any groups or organizations,
and by far the most common reason they give, cited by 43%, is lack of
time. After this, lack of interest is cited by 25%, health problems by 17%,
lack of internet access by 10%, and inability to locate groups with people
who have compatible interests or beliefs by 9%.16 This suggests we
should look first to time competitors.
One such competitor is paid work. At the peak of civic engagement in the
United States, the 1960s, women were more likely to engage in civic
activity than men, and they devoted more time to it. Over the past half
century women have moved into paid employment in steadily growing
numbers.17 Although this has partly been offset by a reduction in the
amount of time women spend on housework, their increased time in paid
work has left half of the working-aged population with less time to devote
to civic groups and organizations. Robert Andersen and colleagues find
that by the 1990s, women’s time spent participating in civic associations
had fallen to about the same level as men’s, accounting for much of
America’s overall decline.18
On the other hand, civic participation is greater among people who have
more hours of paid work. And it has declined not only among women but
also among men, and not only among employed women but also among
those not in paid work.19

Another competitor for people’s time is driving. As Americans moved from
cities and small towns to suburban areas in the second half of the
twentieth century, they spent more time in cars driving to work and to
leisure activities (shopping, children’s extracurricular activities, etc.). Prior
to mobile internet access, this surely contributed to a decline in
participation in groups and organizations.20
Television also seems likely to have contributed. According to the Nielsen
Company, American households on average watched 5 hours of TV per
day in 1960, 7 in 1985, and 8.4 in 2010.21 Robert Putnam concluded that
TV watching has played a significant role in civic engagement’s decline. In
his words: “Considered in combination with a score of other factors that
predict social participation (including education, generation, gender,
region, size of hometown, work obligations, marriage, children, income,
financial worries, religiosity, race, geographic mobility, commuting time,
homeownership, and more), dependence on television for entertainment is
not merely a significant predictor of civic dIsengagement. It is the single
most consistent predictor that I have discovered.”22
Since the mid-1990s, email, the internet, and social media have joined the
list of time competitors. In 1995, 14% of Americans used the internet.
That jumped to 66% in 2005 and 87% in 2014.23 Increasingly, we
connect to the internet via mobile devices. In 2011, just 35% of
Americans owned a smartphone. By 2014, that was up to 58%.24
As noted earlier, the internet, email, and social media can also serve as
complements to civic engagement, rather than substitutes. They can
reduce the cost of participation for already-engaged citizens and provide
new ways for bringing in individuals who aren’t yet engaged.25 Even
games can help: civic-oriented games played in the company of others,
and games that connect individuals to other players through the internet,
have been found to promote civic-mindedness and community
involvement.26 A 2009 meta-analysis of 38 studies found little evidence of
a negative effect of internet use on civic engagement.27
Cultural shifts
A large portion (half or more) of the decline in civic engagement in the
United States owes to differences between cohorts. That is, the reduction
has come from younger generations always being less engaged than older
generations, rather than from individuals changing their behavior to
become less participatory. These cohort differences owe in part to cultural
shifts, four of which seem likely to have been of particular importance: the
impact of wars, the rise of materialism, the rise of individualism, and a
growing sense of powerlessness.
The sharpest difference is between the World War II generation, which
came of age during or shortly after the war, and the baby boom
generation, which came of age in the 1960s and 1970s. World War II
seems to have promoted civic engagement. In Robert Putnam’s words,
“World War II, like earlier major wars in U.S. history, brought shared
adversity and a shared enemy. The war ushered in a period of intense
patriotism nationally and civic activism locally.”28 Americans who came of
age during these years seem to have felt a heightened sense of civic
obligation that lasted throughout their lives.
The baby boom generation had a different set of formative experiences.
First, the wars of their youth — Korea and particularly Vietnam — were
divisive rather than unifying.

Second, the World War II generation grew up during lean economic times:
the widespread joblessness and misery of the 1930s and the austerity of
the early 1940s war years. Baby boomers were raised in a very different
economic environment, one of perceived material abundance, driven by a
robust economy and a media and advertising industry that celebrated
affluence and consumerism. Among Americans born after 1949, about
37% said money was “very important” to them, compared to just 21% of
those born before 1934.29 In when asked to identify elements of “the
good life,” the share of Americans that chose “happy marriage,” “children,”
and “a job that contributes to society” held constant between the mid1970s and the turn of the century, while the share choosing “a lot of
money” or “material luxuries” jumped by 25 percentage points.30
A third important cultural shift was toward individualism — enhanced
emphasis on individual rights, freedoms, opportunities, and well-being.
This too is to some degree a product of affluence. As a society moves
beyond basic economic survival and security, economic needs and
concerns become less dominant in our thinking.31 Individualism’s spread
also has been abetted by the media, including television.
Fourth, younger generations may be less likely to feel their participation in
civic groups and organizations can succeed in achieving their aims. These
cohorts, which came of age after the successes of the 1930s popular
movements and the 1950s and early 1960s civil rights movement, may
feel relatively powerless due to the perceived failure of the anti-Vietnam
War movement, the defeat of the Equal Rights Amendment in the 1970s,
and the withering of assorted other social movements during the 1970s
and 1980s. As Theda Skocpol puts it, “Maybe the problem today is that
many Americans, quite rightly, no longer feel that they can effectively
band together to get things done either through or in relationship to
government.”32 This applies with particular strength to post-baby boom
generations, according to Michael Delli Carpini33 :
“In short, while older Americans have the ability to put the current antipolitics environment in perspective, drawing on experiences of effective
public-sector policy, of respected public-sector leaders, and of
meaningful collective action, for Americans under the age of 30, the
current environment is all they know. Never having experienced a period
in which their own participation has effected meaningful change on an
issue that mattered to them, and raised in an environment that regularly
tells them such action is unlikely to succeed, it is hardly surprising that
they are disinclined to participate in public life. Young Americans are not
disengaged because they are satisfied with the current state of affairs,
because they are apathetic, or because they do not care about their
fellow citizens. Rather, they are disengaged because they are alienated
from the institutions and processes of civic life and lack the motivation,
opportunity, and ability to overcome this alienation.”

This might help explain the turn away from civic engagement in the form
of direct participation in community groups and toward passive
involvement in professionalized mass national organizations.34
Issue-specific causes
Two of the most important sources of civic engagement in the US have
been religion and work. Each has seen declines partly owing to narrow
causes.
Participation in religious organizations has long been, and still is, the most

common form of civic engagement in the United States. While Americans
remain more religious than their counterparts in other rich longstandingdemocratic countries, over the past half century we have been following,
slowly, their secularizing process.35 This has contributed to the fall in
engagement with religious groups and organizations. Now, it could
conceivably be that the decline in participation in religious organizations
actually is just a specific instance of the general decline in civic
engagement. But we know secularization has mattered because we see
the decline in religiosity in the United States along many other
dimensions, including relatively personal ones such as frequency of
prayer.36
Historically, the chief form of work-based civic engagement has been labor
unions. At their peak in the mid-1950s, more than 30% of employed
Americans were union members. That share has fallen steadily for more
than half a century, to just 10% today. The shift from manufacturing jobs
to service positions has been a key driver, along with our labor relations
regulatory framework, which gives employers advantages in getting rid of
existing unions and preventing formation of new ones.37
Not-so-important causes
As economic security has decreased and income growth has slowed,
Americans have reported feeling greater financial pressure, which is
associated with lower rates of civic engagement. Rising income inequality,
too, could lead to reduced participation, as those on the lower end of the
ladder feel diminished in stature, live in different areas, and share fewer
common goals with those who are better off.38 However, traditional forms
of civic engagement have decreased among those with both lower and
higher income. And the fall in civic participation began in the 1960s, prior
to the increases in financial pressures and in income inequality.39
Another hypothesis, mentioned earlier, is that expansive government
discourages intermediary organizations by reducing the need for them.
There surely is something to this. Yet the first two-thirds of the twentieth
century, the heyday of rising civic participation, was also an era when
government size and generosity were increasing. And the decline of civic
engagement occurred during a period — beginning in the 1960s and
continuing at least through the late 1990s — when government expanded
very slowly. And across the rich nations there is no association between
government size and active membership in civic groups. Big government
is unlikely to have been a major player in the decline of civic
engagement.40
SUMMARY
Civil society has long been a core institution in the United States.
Americans have been active in forming, joining, and participating in a wide
range of civic groups, organizations, and activities.
According to the best available data, civic engagement increased
significantly in the first two-thirds of the twentieth century. In the 1960s
that trend reversed course, and civic participation declined at least
through the end of the century. One key cause appears to be the rise of
various competitors for people’s time, including women’s movement into
paid work, suburban sprawl, television, the internet, and social media.
Another contributor is cultural shifts, from the impact of the Korean and
Vietnam wars to materialism and individualism to growing perceptions of
collective powerlessness.

Despite this decline, Americans remain at or near the top in civic
engagement among the world’s affluent democratic nations. And there are
exceptions to the decline, such as volunteering, self-help groups, and
possibly social movements. Perhaps most noteworthy are internet-based
forms of engagement, which could potentially usher in a new era of civic
revitalization.
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Public opinion surveys often ask respondents whether “most people can
be trusted” or “you can’t be too careful in life.” The share who choose the
first option is treated by social scientists as an indicator of the degree of
generalized interpersonal trust in the society. Research has linked trust
with economic growth, healthy democracy, tolerance, charity, community,
and happiness.1
How trusting are Americans? Why has our trust of other people declined?
Do we need more trust?
HOW TRUSTING ARE WE?
Only a third of Americans believe most people can be trusted, as figure 1
shows. This share has decreased at least since the early 1970s, and very
likely since the mid-1960s.

FIGURE 1. Most people can be trusted
Share of adults. GSS question: “Generally speaking, would you say that most
people can be trusted or that you can’t be too careful in life?” Response options:
can trust, cannot trust, depends. The line shows the share responding can trust,
with depends responses omitted. Data source: General Social Survey,
sda.berkeley.edu, series trust. WVS question: “Generally speaking, would you say
that most people can be trusted or that you need to be very careful in dealing with
people?” Response options: can trust, cannot trust. Data source: World Values
Survey. NORC question: “Do you think most people can be trusted? Yes or no.”
Data source: National Opinion Research Corp, cited in Robert E. Lane, “The
Politics of Consensus in an Age of Affluence,” American Political Science Review,
1965, p. 879.

Figure 2 shows the trend for interpersonal trust along with responses to
a similar question that asks “Do you think most people would try to take
advantage of you if they got a chance, or would they try to be fair?” The
share of American adults who are trusting according to this measure is
higher. And while here too we see a downward trend over time, the
magnitude of the decline is smaller — six percentage points for the “fair”
question versus 15 for the “trust” question. Also, the decline in
perceptions of fairness stopped around 2000. This suggests some
grounds for caution in our interpretation of how trusting Americans are
and how much their trustingness has decreased over time.

FIGURE 2. Two measures of trust
Share of adults. Fair question: “Do you think most people would try to take
advantage of you if they got a chance, or would they try to be fair?” Response
options: take advantage, fair, depends. The line shows the share responding fair,
with depends responses omitted. Data source: General Social Survey,
sda.berkeley.edu, series fair. Trust question: “Generally speaking, would you say
that most people can be trusted or that you can’t be too careful in life?” Response
options: can trust, cannot trust, depends. The lines show the share responding
can trust, with depends responses omitted. Data sources: General Social Survey,
sda.berkeley.edu, series trust.

Figure 3 shows that trust is lower in the US than in many, though not all,
other rich democratic nations.

FIGURE 3. Most people can be trusted
Share of adults. Question: “Generally speaking, would you say that most people
can be trusted or that you need to be very careful in dealing with people?” Data
source: World Values Survey. “Asl” is Australia.

WHY AREN’T WE MORE TRUSTING?

Americans are less trusting than their counterparts in many other rich
nations, and we’ve become less trusting over the past half century. Why
is that? Leading suspects include education, safety, ethnic diversity,
income inequality, culture, civic engagement, and confidence in
government. Let’s consider these one by one.
Education. Education is one of the best predictors of differences in trust
among individuals: people with more schooling tend to be more trusting.
We can see this if we look across individuals within the US, as figure 4
shows. And we can see it if we look across the world’s rich democratic
nations, as figure 5 reveals.

FIGURE 4. Education and trust across individuals in the US
Share of the adult population who feel “most people can be trusted,” 2014.
Question: “Generally speaking, would you say that most people can be trusted or
that you can’t be too careful in life?” Other response options: you can’t be too
careful; depends. Data source: General Social Survey, series trust.

FIGURE 5. Education and trust across countries
Trust: Share of adults saying “most people can be trusted.” The other response
option is “You can never be too careful when dealing with others.” Data source:
World Values Survey. Education: Average literacy and numeracy score on the
OECD’s Survey of Adult Skills, 2013. Data source: OECD, Skills Outlook, 2013,
tables A2.2a and A2.6a. The correlation is +.66. “Asl” is Australia.

Yet it’s unlikely that education has been a key contributor to the decline in
trust in the United States. For one thing, the over-time correlation isn’t
supportive. Educational attainment has been rising steadily over the past
half century while trust has been falling, as figure 6 shows. In addition, as
figure 7 shows, trust has been decreasing at roughly the same pace
among Americans with varying levels of education. That isn’t what we
would expect to see if education were driving the reduction in trust.

FIGURE 6. Education and trust
Education: Completed 4 or more years of college. Ages 25-34. Data source:
Census Bureau, “Years of School Completed by People 25 Years and Over, by Age
and Sex,” using Current Population Survey (CPS) data. Trust: Share of adults.
Question: “Generally speaking, would you say that most people can be trusted or
that you can’t be too careful in life?” Response options: can trust, cannot trust,
depends. The lines show the share responding can trust, with depends
responses omitted. Data sources: General Social Survey, sda.berkeley.edu,
series trust. National Opinion Research Corp, cited in Robert E. Lane, “The
Politics of Consensus in an Age of Affluence,” American Political Science Review,
1965, p. 879.

FIGURE 7. Trust by education
Share of adults. Education numbers refer to years of schooling completed. Data
source: General Social Survey, sda.berkeley.edu, series trust, educ.

Safety. Where there is more crime, especially violent crime, trust is likely
to be diminished.2 One commentator puts it as follows: “If in recent
decades you lived in a neighborhood that has become much more densely
populated with people who will cheat, rob, assault, and perhaps even
murder you, you would be a fool not to have become more untrusting
and less likely to assume that other people will treat you fairly.”3
Yet this too is unlikely to have been a key contributor to the decrease in
trust. As figure 8 shows, violent crime in the United States has dropped
sharply since the early 1990s, but trust has fallen during this period. The
cross-country pattern, shown in figure 9, also isn’t supportive of a causal
link. The US has by far the highest murder rate, yet we’re not nearly the
lowest on trust.4

FIGURE 8. Violent crime and trust
Violent crime: homicide, rape, aggravated assault, and robbery. Per 100,000
population. Data source: Bureau of Justice Statistics, using FBI Uniform Crime
Reports data. Trust: Share of adults. Question: “Generally speaking, would you say
that most people can be trusted or that you can’t be too careful in life?” Response
options: can trust, cannot trust, depends. The lines show the share responding
can trust, with depends responses omitted. Data sources: General Social Survey,
sda.berkeley.edu, series trust. National Opinion Research Corp, cited in Robert E.
Lane, “The Politics of Consensus in an Age of Affluence,” American Political
Science Review, 1965, p. 879.

FIGURE 9. Violent crime and trust
Trust: Share of adults saying “most people can be trusted.” The other response
option is “You can never be too careful when dealing with others.” Data source:
World Values Survey. Violent crime: Homicides per 100,000 population. Data
source: OECD. “Asl” is Australia; “Aus” is Austria.

Ethnic diversity. A number of studies have found that societies with more
ethnic diversity tend to have lower interpersonal trust.5 However, other
studies find no such link.6 Figure 10 suggests the correlation across the
rich nations is quite weak.

FIGURE 10. Ethnic fractionalization and trust
Trust: Share of adults saying “most people can be trusted.” The other response
option is “You can never be too careful when dealing with others.” Data source:
World Values Survey. Ethnic fractionalization: Probability that two randomly drawn
individuals of a country belong to two different ethnic groups. Data source: Alberto
Alesina et al, “Fractionalization,” Journal of Economic Growth, 2003. The
correlation is -.10. “Asl” is Australia; “Aus” is Austria.

In the United States the over-time trend in ethnic diversity is largely a
function of trends in immigration. The foreign-born share of the US
population decreased from the 1920s through the 1960s. The 1965
immigration reform reversed the trend, as figure 11 indicates.7 The broad
pattern is consistent with the hypothesis of a causal effect: trust has
tended to rise when the foreign-born share was decreasing and fallen
when the foreign-born share increased. Yet the 1960s are a puzzle: the
foreign-born share decreased during that decade, and yet this was when
the largest fall in trust occurred.

FIGURE 11. Immigration and trust
Immigration: foreign-born share of the population. Data source: Census Bureau.
Trust: Share of adults. Question: “Generally speaking, would you say that most
people can be trusted or that you can’t be too careful in life?” Response options:
can trust, cannot trust, depends. The lines show the share responding can trust,
with depends responses omitted. Data sources: General Social Survey,
sda.berkeley.edu, series trust. National Opinion Research Corp, cited in Robert E.
Lane, “The Politics of Consensus in an Age of Affluence,” American Political
Science Review, 1965, p. 879.

We don’t have good over-time data on ethnic heterogeneity across
countries. However, we know that immigration has increased sharply in
some nations and not in others. Sweden with Denmark offer an
instructive comparison. The two countries are similar in many ways, and
historically both have been ethnically homogenous. In the past two
decades, though, Sweden has absorbed a large immigrant inflow while

Denmark has had relatively little immigration. Despite this difference, trust
has remained at a very high level in both countries during this period
(figure 3). Then again, according to the World Values Survey data, trust
has increased in Denmark while remaining constant in Sweden.
Income inequality. Higher income inequality may be corrosive of trust.
One hypothesis is that visible inequality leads people to think cheating
must be rife. “When 1 percent of the population takes home more than
22 percent of the country’s income,” writes Joseph Stiglitz, “reasonable
people, even those ignorant of the maze of unfair policies that created
this reality, can look at this absurd distribution and be pretty certain that
the game is rigged.”8
Another hypothesis suggests that more income inequality yields less
personal interaction and therefore less familiarity with people from other
income classes. “We tend to choose our friends from among our near
equals,” say Richard Wilkinson and Kate Pickett, “and have little to do with
those much richer or much poorer. And when we have less to do with
other kinds of people, it’s harder for us to trust them. Our position in the
social hierarchy affects who we see as part of the in-group and who as
out-group — us and them — so affecting our ability to identify with and
empathize with other people.”9
A third hypothesis holds that income inequality reduces trust by
enhancing a sense that the middle class is modest in size while the poor
are numerous and lack incentives to adhere to norms of honesty. “If the
bottom groups are poor,” according to Christian Albrekt Larsen, “then it
is fair to imagine that they have a lot to gain by cheating…. [Also,] the
middle may easily imagine that persons at the bottom do not have much
reputation to lose. Along the same line of reasoning it is fairly easy to
understand why the middle might perceive imagined fellow citizens
belonging to the middle as trustworthy. Persons in the middle of society
are fairly well-off and therefore their (perceived) gain from cheating is
lower. At the same time the losses connected with being caught cheating
seem to be much higher…. But most importantly, persons in ‘the middle’
have much more reputation to lose.”10
Trust is negatively correlated with the level of income inequality across
countries, across the American states, and over time for the US as a
whole.11 However, trust began decreasing in the United States in the
1960s (or possibly the 1970s), which is prior to the rise in income
inequality, and the decline in trust does not seem to have accelerated
once inequality began to increase.12 This suggests that, if income
inequality and trust are correlated over time, the causal direction may run
from trust to inequality rather than the other way around.13
Figure 12 shows change in trust by change in income inequality across
countries. The predicted association is negative; countries with larger
increases in income inequality should be more likely to have experienced
stagnant or falling trust. And that’s indeed what we observe. The
association is negative for both measures of income inequality.

FIGURE 12. Change in trust by change in income inequality
Change is measured over the years 1979 to 2007. The lines are linear regression
lines. The solid regression line includes all fifteen countries; the dashed line
excludes Denmark and the United Kingdom. Trust: Share of adults saying “most
people can be trusted.” The other response option is “You can never be too careful
when dealing with others.” Data source: World Values Survey. Bottom 99% Gini:
posttransfer-posttax household income. Data source: Standardized World Income
Inequality Database. Top 1% share: pretax income excluding capital gains. Data
source: World Top Incomes Database.

Yet the correlation is driven by just two countries: Denmark (upper-left
corner) and the United Kingdom (lower-right). If we take these two
countries out, the negative association goes away entirely (first chart) or
largely (second chart), as the dashed lines in the charts indicate. Is it
sensible to rest our verdict on these two countries? Do Denmark and the
UK illuminate a trust-reducing impact of income inequality?14 I suspect
they don’t. In Denmark, trust increased massively according to the World
Values Survey data. Income inequality did decrease a little in Denmark —
at least when measured as the Gini for the bottom 99% of households —
but it seems unlikely that this dramatically increased contact and
friendships among people of different incomes, or that it sharply reduced
middle-class Danes’ sense of a large underclass who cannot be trusted.
And is there good reason to believe the opposite happened in the UK,
where income inequality rose and trust decreased? An alternative
possibility is that this is measurement error — that for some reason the
survey results exaggerate the true amount of increase in trust in
Denmark and the true amount of decrease in trust in the UK.15
An analysis of over-time patterns in the US states offers additional
grounds for skepticism about the impact of income inequality on trust.
Between 1980 and 2000, trust didn’t tend to decrease more in states in
which income inequality increased more.16
Culture. Studies comparing across countries or across regions within
countries have found lower generalized trust where the culture prioritizes
family (southern Italy) or collectivism (Japan, southern United States).
Family-centered or collectivist culture is thought to foster strong bonds
with insiders but wariness of outsiders.17
Once again, however, the over-time correlation isn’t supportive: family
and collectivism have weakened in the US during the past half century, so
neither helps to account for the decline in generalized trust.18
Civic engagement. Participation in civic groups and activities fosters social
interaction. In so doing it facilitates communication and amplifies
information about the trustworthiness of others. For these reasons, it’s
reasonable to hypothesize that civic participation heightens interpersonal

trust. Drawing on data across regions in Italy, across states in the US,
and over time in the US, Robert Putnam concludes that it is the key
determinant of trust.19
The over-time correlation is supportive. Civic engagement seems to have
peaked around 1965 and then began falling.20 Figure 13 offers one way to
see this. It shows the trend in membership in 32 national chapter-based
associations that existed throughout much of the twentieth century.
Membership rose steadily until the mid-1960s; since then it has decreased
steadily. This is the period in which interpersonal trust also has declined.

FIGURE 13. Civic participation and trust
Civic participation: Membership in 32 national chapter-based organizations
Includes the Parent-Teacher Association (PTA), Boy Scouts, Girl Scouts, 4-H,
League of Women Voters, Knights of Columbus, Rotary, Elks, Kiwanis, Jaycees,
Optimists, American Legion, Veterans of Foreign Wars, the NAACP, B’nai B’rith,
Grange, Red Cross, and more. Data source: Robert D. Putnam, Bowling Alone:
The Collapse and Revival of American Community, Simon and Schuster, 2000,
figure 8. Trust: Share of adults. Question: “Generally speaking, would you say that
most people can be trusted or that you can’t be too careful in life?” Response
options: can trust, cannot trust, depends. The lines show the share responding
can trust, with depends responses omitted. Data sources: General Social Survey,
sda.berkeley.edu, series trust. National Opinion Research Corp, cited in Robert E.
Lane, “The Politics of Consensus in an Age of Affluence,” American Political
Science Review, 1965, p. 879.

Figure 14 shows that civic participation (active group membership) is
positively associated with trust across countries, though the correlation
isn’t especially strong.

FIGURE 14. Civic participation and trust
Trust: Share of adults saying “most people can be trusted.” The other response
option is “You can never be too careful when dealing with others.” Data source:
World Values Survey. Active group membership: share of adults who say they are
an active member of a civic group or organization. Average for eight types of

organization: religious, sports-recreation, art-music-education, charitable,
professional, labor union, environmental, consumer. Question: “Now I am going to
read off a list of voluntary organizations. For each organization, could you tell me
whether you are an active member, an inactive member, or not a member of that
type of organization?” Average over 2005-2014. Data source: World Values Survey,
worldvaluessurvey.org. The correlation is +.36. “Asl” is Australia; “Aus” is Austria.

Ideally, we would want to see whether change in civic participation
correlates with change in trust across countries, but we lack the needed
over-time data on active group membership. One analysis of over-time
trends in the US states finds a correlation between changes in civic
engagement and changes in interpersonal trust but concludes that trust
is more the cause than the effect.21
Trust in government. Government is one of our most important
institutions, and over time it has played a growing, and increasingly
visible, role in the lives of citizens in affluent democratic nations. The
degree to which people have trust or confidence in their government may
therefore influence the degree to which they trust other individuals.
Figure 15 shows that Americans’ trust in their government was high
through the 1950s. But it dropped sharply due to the Vietnam War
(1964-75) and Watergate (1974), and since then it has decreased a bit
more. The over-time pattern for generalized interpersonal trust is very
similar.

FIGURE 15. Trust in government and generalized interpersonal trust
Share of adults. Trust in government question: “Do you trust the government in
Washington to do what is right always, most of the time, some of the time, or
never?” The line shows the share responding always or most of the time. Data
source: Pew Research Center, “Public Trust in Government, 1958-2017,” using
data from assorted public opinion surveys. Trust question: “Generally speaking,
would you say that most people can be trusted or that you can’t be too careful in
life?” Response options: can trust, cannot trust, depends. The lines show the
share responding can trust, with depends responses omitted. Data sources:
General Social Survey, sda.berkeley.edu, series trust. National Opinion Research
Corp, cited in Robert E. Lane, “The Politics of Consensus in an Age of Affluence,”
American Political Science Review, 1965, p. 879. The correlation is +.85.

The association across countries also is quite strong. As figure 16 reveals,
nations where confidence in government is greater tend to have higher
levels of generalized interpersonal trust.22

FIGURE 16. Confidence in government and generalized interpersonal
trust
Trust: Share of adults saying “most people can be trusted.” The other response
option is “You can never be too careful when dealing with others.” Data source:
World Values Survey. Confidence in government question: “Do you have
confidence in the national government: yes or no?” Data source: Gallup World Poll,
via the OECD. The correlation is +.76. “Asl” is Australia; “Aus” is Austria.

Bo Rothstein has argued that this correlation is causal. In particular, he
argues that trust in government is the principal cause of high
interpersonal trust in the Nordic countries. Confidence in government is
itself, according to Rothstein, a function of the provision of services and
benefits that are universal and therefore highly visible to the population.23
DO WE NEED MORE TRUST?
Trust may contribute to a variety of things we want, including a healthy
economy, a healthy democracy, greater tolerance, stronger community,
and more happiness. Do we need to reverse the decline in trust that has
occurred over the past half century?
That probably would be helpful, but I suspect the United States can do
quite well going forward even if we don’t manage to increase generalized
interpersonal trust. First, on some outcomes, such as economic security
and health, we can do better by changing government policies, and doing
so doesn’t require more trust.
Second, some countries with lower trust do pretty well. Japan, the United
Kingdom, Belgium, France, and several other nations have similar or lower
levels of trust than the US (figure 3). These countries are successful in
many respects, and superior to the US in some important ones.
Third, while trust has been decreasing over the past half century America
and Americans have continued to move forward — not as much as we
could and should have, but forward nonetheless. That suggests reason
for optimism even if trust remains low or falls further.
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Religion is socially organized beliefs and practices that concern ultimate
meaning and assume the existence of the supernatural.1 It’s one of our
most important, popular, and controversial institutions. Religion reduces
antisocial behavior and crime by encouraging adherence to norms.2 People
who are religious tend to be happier.3 Many have drawn on religion to aid
the oppressed and less fortunate.4 Religion also has been used to
legitimate political, economic, and social inequality, and it’s been a major
precipitant of war.5
Religion’s prominence owes to the fact that it fulfills three key human
needs. First, it provides answers to some important questions that
otherwise seem unanswerable: Does life have a purpose? Is there
anything after death? In previous centuries people also looked to religion
for answers to many questions that we now leave to science: Why is it
raining today? Why did I get sick? Why did my child die? Second, religion
helps to make life bearable for the poor and less fortunate. Religion often
suggests that a person’s misery is God’s will, and it promises better
fortune in the afterlife.6 Third, religion is an important source of
community. Religious services and other activities provide a venue for
people to meet and interact with others who share broadly similar beliefs.
There are thousands of religions around the world. The largest, with a
little over 30% of the world’s population, is Christianity. The next largest,
with about 23%, is Islam. Next is Hinduism with 15%, and then Buddhism
with 7%.7 In the United States, Christianity is by far the dominant
religion. As of 2014, 74% of Americans say their religious preference is
Christianity, 1.5% say Judaism, 1% Buddhism, 0.5% Islam, 0.5%
Hinduism, 1.5% “other,” and 21% “none.”8
The US is one of the most religious — perhaps the most — of the world’s
rich longstanding-democratic nations. Figure 1 shows, for instance, that a
comparatively large share of Americans consider religion to be very
important in their lives.

FIGURE 1. Religion is very important in my life
Data are for 2000-2012. Question: “For each of the following, indicate how
important it is in your life: religion.” Response options: very important, rather
important, not very important, not at all important, no answer. Data source: World
Values Survey, worldvaluessurvey.org/wvsonline.jsp.

Scholars have long predicted that religion would eventually be displaced by
science. As we learn more and more about how the world works, there is
less need to resort to belief in a divine being. And as science enables
greater economic productivity, want and misery decrease, reducing the
need for religion as a salve.
This secularization hypothesis has considerable empirical support. In
nations that have experienced significant economic growth over the past
century, particularly those that have created public insurance programs to
ensure that some of the growth reaches the most vulnerable, religiosity
has tended to decline.9 We also can see this if we compare across
countries at a given point in time. Figure 2 shows that fewer people are
very religious in nations that are richer. Figure 3 shows that the same is
true across the US states. There are exceptions, but in both graphs the
overall pattern is clear.

FIGURE 2. Religiosity by economic affluence across countries
55 nations. The line is a linear regression line, calculated with Kuwait and Qatar
excluded. Religiosity is the share of the population that says “religion is very
important in my life” as of 2010-2014. Survey question: “For each of the following,
indicate how important it is in your life: religion.” Response options: very important,
rather important, not very important, not at all important, no answer. Data source:
World Values Survey, worldvaluessurvey.org/wvsonline.jsp. GDP per capita in

2007. In purchasing-power-parity-adjusted dollars. Data source: World Bank.

FIGURE 3. Religiosity by economic affluence across the US states
Data are for 2013. The line is a linear regression line. Very religious: share of the
adult population that says religion is an important part of their daily lives and
attends religious services every week or almost every week. Data source: Frank
Newport, “Mississippi Most Religious State, Vermont Least Religious,” Gallup,
2014. GSP per capita: gross state product per person. Data source: Bureau of
Economic Analysis.

FIGURE 4. Religiosity by economic affluence across individuals in the US
2010-2014. “k” = thousand. Some religious affiliation: 100 minus the share
responding “no religion” to the following question: “What is your religious
preference? Is it Protestant, Catholic, Jewish, some other religion, or no religion?”
Data source: General Social Survey, sda.berkeley.edu, series relig, coninc.

However, the United States is a noticeable exception to the pattern in
figure 2; it’s one of the richest nations, yet it’s also relatively religious.
And if we compare across individuals within the US, there is little
association between income and religiosity, as figure 4 shows.10
Moreover, in some respects religion seems to be on the rise in America
rather than in decline: megachurches are everywhere and the Christian
right is an influential force in politics.
Is the US an exception to the secularization tendency, as some
contend?11 If it isn’t an exception, what exactly is it that’s declining —
religiosity, religious organizations, religion’s influence? Will America and
Americans be worse off if religion weakens?
ARE AMERICANS BECOMING LESS RELIGIOUS?

Americans have long been exceptionally religious, and they remain so. For
instance12 :
Nearly nine in ten Americans pray.
Eight in ten are affiliated with a religious tradition or denomination.
More than half say they know God exists.
Approximately half say religion is very important in their life.
Just shy of half believe life is meaningful only because God exists.
Nearly half say they’ve tried to convince others to accept Jesus
Christ.
About four in ten attend religious services monthly or more often.
More than three in ten say they read the Bible at least weekly.
More Americans feel religion is very important in their life than is the
case in any other affluent democratic country (figure 1 above).
Yet trends in a number of indicators suggest we are becoming less
religious over time.13
Public opinion surveys regularly ask American adults what their religious
preference or affiliation is. As figure 5 shows, until around 1990, 95% or
more responded with some preference, as opposed to “none.” But in the
1990s the share with some affiliation began to decline, and by 2014 it had
fallen to 80%, according to the General Social Survey.14

FIGURE 5. Some religious affiliation
Share of adults. Gallup question: “What is your religious preference — Protestant,
Roman Catholic, Jewish, another religion, or no religion?” Data source: Gallup,
“Religion,” gallup.com/poll/1690/religion.aspx. GSS question: “What is your
religious preference? Is it Protestant, Catholic, Jewish, some other religion, or no
religion?” Data source: General Social Survey, sda.berkeley.edu, series relig. The
figures shown here are calculated as 100 minus the share who respond “no
religion.”

Surveys frequently ask Americans how important religion is in their life.
Figure 6 shows the share responding “very important.” The share
dropped significantly between the mid-1960s and the mid-1970s. It then
leveled off. In the 2000s another decline commenced, though surveys
differ regarding how sharp this recent decline has been.

FIGURE 6. Religion is very important in my life
Share of adults. Gallup question: “How important would you say religion is in your
own life — very important, fairly important, or not very important?” Data source:
Frank Newport, “In U.S., Four in 10 Report Attending Church in Last Week,”
gallup.com, 2013. Pew question: “How important is religion in your life — very
important, somewhat important, not too important, or not at all important?” Data
source: Pew Research Center, “The American-Western European Values Gap,”
2011, p. 23, Q118. World Values Survey (WVS) question: “For each of the following,
indicate how important it is in your life: religion.” Response options: very important,
rather important, not very important, not at all important, no answer. Data source:
World Values Survey, worldvaluessurvey.org/wvsonline.jsp.

A similar question in the General Social Survey asks people the extent to
which they consider themselves a religious person. Figure 7 shows a drop
in the share responding very religious or moderately religious.

FIGURE 7. I am a very religious or moderately religious person
Share of adults. Question: “To what extent do you consider yourself a religious
person?” Response options: very religious, moderately religious, slightly religious,
not religious. Data source: General Social Survey, sda.berkeley.edu, series
relpersn.

Figure 8 shows the share of Americans who report that they attend
religious services — church, synagogue, mosque, temple — once a month
or more. This was true of around 55% in the 1970s and 1980s. Since the
late 1980s the share has been falling slowly but steadily, down to 43% in
2014.15 Other data sources suggest a decline that began in the 1960s.16

FIGURE 8. Attend religious services once a month or more
Share of adults. Question: “How often do you attend religious services?” Data
source: General Social Survey, sda.berkeley.edu, series attend.

When the General Social Survey has asked Americans about their belief in
God, more than half respond “I know God really exists and I have no
doubts about it.” As figure 9 reveals, this number has slowly but steadily
decreased since the early 1990s.

FIGURE 9. I know God exists
Share of adults. Question: “Please look at this card and tell me which statement
comes closest to expressing what you believe about God: (1) I don’t believe in
God. (2) I don’t know whether there is a God and I don’t believe there is any way to
find out. (3) I don’t believe in a personal God, but I do believe in a Higher Power of
some kind. (4) I find myself believing in God some of the time, but not at others. (5)
While I have doubts, I feel that I do believe in God. (6) I know God really exists and I
have no doubts about it.” Data source: General Social Survey, sda.berkeley.edu,
series god.

Figure 10 shows the share who say they pray at least sometimes. Until
the early 2000s this was true of virtually all Americans. It’s still true of
most, but the share has fallen to about 85% as of 2014.

FIGURE 10. Pray sometimes
Share of adults. Question: “About how often do you pray?” The figures shown here
are calculated as 100 minus the share who say they never pray. Data source:
General Social Survey, sda.berkeley.edu, series pray.

Each of the indicators in figures 5 through 10 tells a story of declining
religiosity in the United States. The timing differs somewhat, and none of
the changes in recent decades has been massive, but together they
support a conclusion that Americans have been following the pattern of
secularization visible in all other rich democratic nations.
Actually, these data understate the decline. Most of them don’t go back
far enough in time to allow us to see the full extent of change. Also, a rise
in immigration by Catholic Latinos since the mid-1960s has masked the
extent of the decrease in religiosity among native-born Americans. The
clearest way to see the degree to which religiosity has diminished is to
focus on native-born Americans and to separate them by cohort.17 Figure
11 does this for religious service attendance. Each line in the graph shows
the share in a cohort who report attendance at least once a month. The
cohorts are identified by birth decade. In each cohort, church attendance
tends to be stable throughout the life course. But it has decreased from
one cohort to the next. Of those born between 1915 and 1924, about
60% attended once a month or more. Among those born between 1985
and 1994, only 35% do. The same pattern holds for intensity of religious
affiliation and for belief in God (not shown here).18

FIGURE 11. Attend religious services once a month or more
Share of adults. Each line is for a cohort, with birth years listed to the right. The
lines are linear regression lines. Excludes respondents who didn’t live in the US at
age 16. Question: “How often do you attend religious services?” Data source:
General Social Survey, sda.berkeley.edu, series attend.

David Voas and Mark Chaves, authors of an informative empirical study of
trends in religiosity in the United States and other rich nations, conclude
as follows 19 :
“Religiosity has been declining in the United States for decades, albeit
slowly and from high levels…. Religious commitment is weakening from
one generation to the next, and these generational differences are the
main proximate cause of the aggregate decline. The weakening seems to
have begun with cohorts born early in the 20th century. At least since
then, strong religious affiliation, church attendance, and firm belief in
God all have fallen from one birth cohort to the next. None of these
declines is happening fast, and levels of religious involvement in the
United States remain high by world standards. But the signs of both
aggregate decline and generational differences are now unmistakable….
“Most research that compares American religion with religion elsewhere
emphasizes the high levels of participation in the United States, and
treats those high levels as strong evidence that the U.S. is a decisive
counterexample to the secularization thesis. We have focused on trends,
and we have maintained that both the now-clear fact of religious decline
in the United States and the cohort-driven nature of that decline show
that the U.S. should no longer be considered a counterexample. On the
contrary, religious change in the United States is very similar to religious
change elsewhere: there is long-term decline produced mainly by
generational replacement. This process operates slowly, and it can be
counteracted in the short term by short-lived revivals, but it is very
difficult to reverse. Children are raised by parents who are less religious
than their parents were, and the culture is gradually reshaped with the
passing of each successive generation.”

Three additional developments suggest that the decline in religiosity in the
US is likely to continue. First, a steadily rising share of (white) Americans
raised with no religious affiliation — a group often referred to as “nones”
— end up as “nones” themselves. Using data from the General Social
Survey, Robert Putnam and David Campbell have calculated that half a
century ago 70% to 80% of those raised as Catholics, mainline
Protestants, or evangelical Protestants remained in that tradition, whereas
only 30% of those raised as “nones” did so. But religious inheritance —
following in your parents’ footsteps — then began to rise among “nones.”
By the 1990s it had reached parity with Catholics and Protestants, and in
the 2000s it passed them, with 80% inheritance among “nones” versus
60% to 70% among Protestants and Catholics.20
Second, a growing number of Americans have one or more close
nonreligious friends. Drawing on a repeated large-scale survey of
American religion, Putnam and Campbell discovered that as of 2011 a
majority of Americans have at least one close friend who is “not religious.”
This was more true among the young than among the old, but for all age
groups there was a sizable increase compared to just five years earlier.21
Third, in the same 2011 survey, Putnam and Campbell found that religious
Americans have a much “colder” view (on a “feeling thermometer”) of
“atheists” than of “nonreligious” persons, presumably because an atheists
hold beliefs that explicitly challenge their own whereas a nonreligious
person might simply be uncertain. However, this difference in feelings
about atheists versus the nonreligious is much less pronounced among
younger Americans.22
These developments may put a floor under the share of Americans who

are nonreligious, ensuring that this share doesn’t decrease going forward.
Of perhaps even greater import, they suggest that the stigma associated
with nonreligiousness (perhaps even atheism) might be evaporating,
which could accelerate the turn away from religion.
ARE RELIGIOUS ORGANIZATIONS DECLINING?
If religiosity among Americans has been declining, is the same true of
religious organizations? Most of the older, established religious
organizations in the United States have indeed been shrinking over the
past half century. The Catholic Church, Methodists, Presbyterians,
Episcopalians, Lutherans, the United Church of Christ, and the Christian
Church (Disciples of Christ) have all lost membership.
But the story is more complicated. While the shrinking of the largest,
most established religious organizations owes partly to the general
decrease in religiosity among Americans, it’s also a product of a cycle
process — a replacement of older organizations by newer ones.23
According to the cycle hypothesis, religious organizations are similar to
business firms. They have customers — their members — whose needs
they must fulfill in order to keep their business. Many (though not all) new
religious organizations begin by focusing on the needs of the poor and
oppressed. The principal need religion fills for these sorts of people is to
provide assurance that they will be better off in the afterlife. If the
organization survives and begins to grow, however, the socioeconomic
composition of its membership will gradually shift. As it becomes more
established, the proportion of middle-class and affluent members it has
will increase. These members have much less need than lower-class
members to reject this world in favor of the next. Indeed, they will want
to harmonize their religious beliefs with their own worldly success; they
don’t want to be told that being wealthy in this life will put you at the end
of the line in the afterlife. Over time, therefore, the religious organization
will cease to emphasize the afterlife.
This shift will erode the organization’s ability to satisfy the religious needs
of its lower-class members. Eventually, these members will defect to form
a spinoff religious organization (a “sect”) that emphasizes the afterlife. Or
in some cases they will join an entirely new religious organization.
The pattern of religious membership in the United States over the past
half century is consistent with the cycle notion. Older American religious
organizations have a larger share of high-income members than do newer
ones.24 And as figure 12 shows, older organizations have tended to
decline in membership over the past half century, while some relatively
new ones, such as the Southern Baptist Convention (a Baptist sect that
split from the National Baptist Convention in 1845), the Mormons
(founded in 1830), and the Assemblies of God (a Pentecostal
denomination founded in 1914), have seen membership increases.25

FIGURE 12. Membership in religious organizations
Membership as a share of the US population. UMC = United Methodist Church.
SBC = Southern Baptist Convention. NBC-USA = National Baptist Convention
(USA). Presb = Presbyterian Church (USA). NBC-A = National Baptist Convention
of America. LCMS = Lutheran Church-Missouri Synod. UCC = United Church of
Christ. CC = Christian Church (Disciples of Christ). Mormon = Church of Jesus
Christ of Latter-day Saints. AG = Assemblies of God. Data source: Association of
Religion Data Archives.

At the same time, it bears emphasizing that this cycle process has been
operating in a context of overall religious decline. The membership losses
of older religious organizations have exceeded the gains of newer ones.
IS RELIGION’S INFLUENCE DECLINING?
On issues such as prayer in school, premarital sex, out-of-wedlock
childbearing, divorce, homosexuality, abortion, and suicide, more-religious
and less-religious Americans tend to differ sharply in their views.26 Have
public opinion, public policy, and actual practice on these issues shifted
with religion or against it in recent decades?
In 1962 and 1963, the US Supreme Court ruled that public schools can’t
require prayer or reading of religious verses. Many religious authorities
and ordinary Americans disagreed with these decisions, but the decisions
haven’t been reversed or significantly amended. Public opinion on this
issue has held steady. As figure 13 shows, around 40% of Americans
approved of the Supreme Court’s ruling in the mid-1970s and roughly the
same share do today.

FIGURE 13. Public schools shouldn’t be allowed to require prayer or
religious readings
Share of adults. Question: “The United States Supreme Court has ruled that no
state or local government may require the reading of the Lord’s Prayer or Bible
verses in public schools. What are your views on this — do you approve or
disapprove of the court ruling?” Data source: General Social Survey,
sda.berkeley.edu, series prayer.

Many religious Americans also want “creationism” — the notion that God
created humans, and that we didn’t evolve from other species — to be
taught in public schools. A Pew Research Center poll in 2006 found about
35% favor teaching evolution alone, while 60% favor teaching both
evolution and creationism.27 Unfortunately, there aren’t good over-time
data, so we don’t know how, if at all, views on this issue have changed.
For many religious Americans, family and marriage are core institutions.
And they are linked: a proper family, in this view, requires marriage. They
also are tied to sex: sex is seen as appropriate for married adults.
However, about three-fourths of Americans believe sex before marriage
isn’t wrong. As figure 14 indicates, the share was only 24% at the end of
the 1960s but then jumped to around 50% by the early 1970s. By the
early 1980s it had risen to about 60%. It remained at that level in the
1980s and 1990s before rising further in the 2000s.

FIGURE 14. Premarital sex isn’t wrong
Share of adults. Source for Gallup data: David J. Harding and Christopher Jencks,
“Changing Attitudes Toward Premarital Sex: Cohort, Period, and Aging Effects,”
Public Opinion Quarterly, 2003. GSS question: “If a man and woman have sex
relations before marriage, do you think it is always wrong, almost always wrong,
wrong only sometimes, or not wrong at all?” The line shows the share responding
“not wrong at all” or “wrong only sometimes.” Data source: General Social Survey,
sda.berkeley.edu, series premarsx.

Religious organizations and leaders have tended to frown on births that
occur outside marriage. Figure 15 shows, however, that the share of
babies born to unmarried parents has exploded in the past half century.
Data on Americans’ views don’t go back very far in time, but as figure 16
reveals, a solid majority now view out-of-wedlock births as not morally
wrong, up from fewer than half at the end of the 1990s.

FIGURE 15. Out-of-wedlock births
Share of children born to unmarried women. Data source: National Center for
Health Statistics.

FIGURE 16. Having a child out of wedlock isn’t morally wrong
Share of adults. Question: “I’m going to read you a list of issues. Regardless of
whether or not you think it should be legal, for each one, please tell me whether
you personally believe that in general it is morally acceptable or morally wrong.
How about having a baby outside of marriage?” Data source: Gallup, “Gallup Poll
Social Series: Values and Beliefs,” 2014.

Divorce, too, is discouraged by many religions and religious authorities.
Figure 17 shows that the divorce rate in the United States rose sharply in
the 1960s and 1970s but then reversed course, although part of the
post-1970s decline owes to the fact that fewer Americans are marrying.
Figure 18 shows that a majority of Americans think it shouldn’t be more
difficult to obtain a divorce. Opinion on this issue hasn’t changed since the
General Social Survey began asking this question in the mid-1970s.

FIGURE 17. Divorce
Divorces as a share of married couples. Data source: Betsey Stevenson and
Justin Wolfers, “Marriage and Divorce: Changes and Their Driving Forces,” Journal
of Economic Perspectives, 2007, figure 1, using Census Bureau data.

FIGURE 18. Divorce shouldn’t be more difficult to obtain
Share of adults. Question: “Should divorce in this country be easier or more difficult
to obtain than it is now?” Response options: easier, stay same, more difficult. Data
source: General Social Survey, sda.berkeley.edu, series divlaw.

According to the Bible, homosexuality is wrong. Until recently, many
Americans agreed. But public opinion on this issue has shifted
dramatically, as figure 19 shows. A healthy majority now view
homosexuality as not wrong.
Even more objectionable to religious traditionalists is same-sex marriage.
Here too, though, we see a surge in public opinion in the opposite
direction. By 2014 a majority of Americans agreed that lesbians and gays
should be allowed to marry, as figure 20 shows. The Supreme Court’s
2015 ruling extended that right to all 50 states.

FIGURE 19. Homosexuality isn’t wrong
Share of adults. GSS question: “What about sexual relations between two adults of
the same sex? Do you think it is wrong or not wrong?” Response options: always
wrong, almost always wrong, wrong sometimes, not wrong at all. The line shows
the share responding “not wrong at all” or “wrong sometimes.” Data source:
General Social Survey, sda.berkeley.edu, series homosex. Gallup question:
“Regardless of whether or not you think it should be legal, for each one, please tell
me whether you personally believe that in general it is morally acceptable or
morally wrong. How about gay or lesbian relations?” Response options: morally
acceptable, morally wrong, depends on situation, not a moral issue, no opinion.
The line shows the share responding “morally acceptable,” with “no opinion”
excluded. Data source: Gallup, “Gallup Poll Social Series: Values and Beliefs,”
2015, question 18.

FIGURE 20. Same-sex marriage should be legal
Share of adults. GSS question: “Do you agree or disagree: homosexual couples
should have the right to marry one another?” Response options: strongly agree,
agree, neither agree nor disagree, disagree, strongly disagree. The line shows the
share who strongly agree or agree. Data source: General Social Survey,
sda.berkeley.edu, series marhomo. Pew question: “Do you strongly favor, favor,
oppose, or strongly oppose allowing gays and lesbians to marry legally?” The line
shows the share who strongly favor or favor. Data source: Pew Research Center,
“Changing Attitudes on Gay Marriage,” pewforum.org, 2015.

Since the Supreme Court’s 1973 Roe v. Wade decision legalizing abortion,
many religious organizations and leaders have advocated overturning the
decision or in other ways restricting access to abortion. As figure 21
indicates, they’ve made little headway in shifting public opinion. The share
of Americans who think abortion should be legal regardless of why the
woman wants it has held constant at 35-45%. The actual incidence of
abortion has, however, fallen steadily since 1980, as figure 22 shows. It
isn’t clear what has caused the fall in abortion, but likely contributors
include reduced sexual activity among teens and women in their early

twenties, increased use of contraceptives, greater use of contraceptives
that are more effective, reduced access to abortion clinics, and state laws
mandating counseling or waiting periods.28

FIGURE 21. Abortion should be legal regardless of why the woman wants
it
Share of adults. Question: “Please tell me whether or not you think it should be
possible for a pregnant woman to obtain a legal abortion if the woman wants it for
any reason?” Data source: General Social Survey, sda.berkeley.edu, series abany.

FIGURE 22. Abortions
Data sources: Rachel K. Jones and Kathryn Kooistra, “Abortion Incidence and
Access to Services in the United States, 2008,” Perspectives on Sexual and
Reproductive Health, 2011, table 1; Rachel K. Jones and Jenna Jerman, “Abortion
Incidence and Service Availability in the United States, 2011,” Perspectives on
Sexual and Reproductive Health, 2014, table 1.

Many religious traditions consider suicide to be immoral. Yet as figure 23
shows, since the late 1970s the share Americans who believe that at least
in some circumstances people have a right to end their life has increased.
Around 60% now hold this view.
Figure 24 shows opinions about whether doctors should be allowed to
assist in ending a person’s life. Since the question was first asked in the
mid-1990s, a majority has been in favor. Between 2000 and 2012 that
majority shrank steadily, but in the past few years it has risen again,
returning by 2015 to its previous high of more than 70%.

FIGURE 23. A person with an incurable disease has a right to commit
suicide
Share of adults. GSS question: “Do you think a person has the right to end his or
her own life if this person has an incurable disease?” Response options: yes, no.
Data source: General Social Survey, sda.berkeley.edu, series suicide1. Pew
question: “Do you think a person has a moral right to end his or her own life when
this person has a disease that is incurable?” Response options: yes, no, don’t
know. Don’t know responses are omitted. Data source: Pew Research Center,
“Views on End of Life Medical Treatments,” 2013, p. 83.

FIGURE 24. Doctor-assisted suicide should be legal
Share of adults. Question: “When a person has a disease that cannot be cured
and is living in severe pain, do you think doctors should or should not be allowed
by law to assist the patient to commit suicide if the patient requests it?” Response
options: should, should not, no opinion. No opinion responses are excluded. Data
source: Andrew Dugan, “In U.S., Support Up for Doctor-Assisted Suicide,” Gallup,
2015.

On the whole, religion’s influence does seem to have declined over the
past half century.
To some, this will be surprising given the prominence of the “Religious
Right” in recent decades. The Religious Right is a fusion of conservative
Christianity (mainly Protestantism) and political conservatism. Most
members believe their basic politics can be drawn from the Bible, and
many see the goal of their political activity as restoring the United States
as a “Christian nation.” The movement began in the late 1970s, coalescing
in response to the Supreme Court decisions limiting school prayer and
legalizing abortion and to the dramatic changes in American family life that
began in the 1960s. Key organizations have included Jerry Falwell’s Moral
Majority, Pat Robertson’s Freedom Council, and the Christian Coalition.

The Religious Right has won control of some local school boards, it is an
important player in the Republican Party in some states, and at one point
it held considerable sway within the House of Representatives via
sympathetic Republicans. Yet on much of its agenda, it has lost ground.
In part, this is because the Religious Right faces a problem common to
sectarian groups: the source of its energy and growth — its quest to
restore a Christian “golden age” in morality and politics — is also the
source of its lack of wider appeal.29 Indeed, despite enthusiasm,
charismatic leadership, ample funding, and considerable media attention,
evangelical Christians, from whom most of the Religious Right are drawn,
haven’t gained adherents in recent decades. They’ve held steady at 2530% of Americans since the early 1970s.30 Moreover, many Americans
disapprove of efforts by religious conservatives to influence government
policy. In 1991, 52% agreed that “Religious leaders should not try to
influence government decisions.” In 1998, the next time the question was
asked, the share had increased to 60%. In 2008 it was 67%.31
More generally, on issues such as the family and sexuality, religious
traditionalists are pushing against powerful social, economic, and
demographic shifts. In other affluent nations these changes have
contributed to a large and sustained decline in religion’s influence on belief
and behavior. Though the process began later here in the United States
and has occurred more slowly, we do appear to be traveling down this
same road.
RELIGION AND COMMUNITY
For many Americans, religion is a path to community. It isn’t just about
belief in God, or in heaven and hell. It’s also about attending services
regularly with people who share a similar worldview. It’s about listening, in
the company of those people, to a sermon on how to be a better person,
how to live a better life, how to overcome adversity. It’s about chatting
with friends and acquaintances during an after-service coffee hour or
brunch. And for quite a few it includes participating in other activities with
a subset of those fellow congregants — a Bible study class, a church choir
or softball team, a youth support group, a regular potluck dinner, a food
drive for the poor, a cleanup of a local park. According to one estimate,
“nearly half of all associational memberships in America are church related
… and half of all volunteering occurs in a religious context.”32 Humans
long for community — for belonging, for sharing, for the “collective
effervescence”33 of communal ritual. Religion helps to supply it.
Have changes in American religion in recent decades altered the degree to
which it enhances community? Let’s consider four hypotheses: (1) The fall
in religious attendance reduces community. (2) The rise of megachurches
diminishes community. (3) Religious intolerance weakens community. (4)
Religious polarization decreases community by increasing political
polarization.
Begin with the fall in attendance at religious services. As noted above, the
decline has been slow, but it is real and significant (figures 8 and 12).
Approximately 55% of Americans born before 1945 attend once a month
or more. Among baby boomers, those born between 1945 and 1964,
about 45% do. Among Americans born since 1965, only 35% do. These
numbers tend to remain constant throughout the life course. Given this
significant reduction in regular attendance, it’s very unlikely that religion
provides as much community as it used to.
A second significant change in religious participation in recent decades is

the rise of megachurches — churches with more than 2,000 members.
Does this shift mean small and medium-sized bodies where Americans
recognize and interact with their fellow congregants are being replaced by
big, impersonal productions where the pastor entertains and the
churchgoers are passive spectators?
Possibly, but it isn’t clear that megachurches have in fact had this effect.
For one thing, although they have risen rapidly and have become an
important part of the religious landscape in America, their growth has
been more modest than is sometimes thought. For most Protestant
denominations, the share of total membership that is in the largest 1% of
churches increased by only five percentage points between 1980 and the
mid-2000s, from approximately 10% to 15%.34 And the median
congregation size, around 75, didn’t change between the late 1990s and
the late 2000s.35 Furthermore, the fact that you can’t possibly know all of
your fellow congregants in a megachurch doesn’t preclude knowing some
of them quite well, and many megachurches create mechanisms to
facilitate that kind of interaction, such as small groups, volunteer
activities, and committees.36
Third, by encouraging adherents to believe in their particular version of
the “one true faith,” religious traditions, denominations, and
congregations can impede our sense of broader community. If I’m a
Protestant and you’re a Catholic, I may get the impression from my
church that you’re mistaken in your views about God and about moral
behavior. The same is true if I’m a Jew and you’re a Muslim, if I’m an
evangelical Protestant while you’re a mainline Protestant, or if I’m religious
and you’re an atheist. To what degree does religion in America impede
community across religions? And has it gotten worse in recent decades?
The available evidence suggests that things actually have gotten better
rather than worse. Americans have become more, not less, accepting of
religions other than their own. According to Mark Chaves,37
“Increasing religious intermarriage probably is the best indicator of this
increased tolerance and even appreciation, but it shows up in other ways
as well. The percentage of Americans who say they would vote for an
otherwise qualified Catholic, Jew, or atheist who was running for
president has increased dramatically since the middle of the twentieth
century, to the point where today almost all say they would vote for a
Catholic or Jew, and about half say they would vote for an atheist….
Today, three-quarters of Americans say ‘yes’ when asked if they believe
there is any religion other than their own that offers a true path to God;
70 percent say that religions other than their own can lead to eternal life;
… only about 1 in 3 Americans believes that the Bible is the ‘actual word
of God and is to be taken literally, word for word,’ and that number has
been declining for decades….
“American Christians are much more suspicious of Muslims than of Jews
… and they still are more wary of atheists than of people who believe in a
God different than their own. Even more troubling, outbursts of antiMuslim sentiment, vandalism, and violence have increased since 2001,
and there are signs that the general public’s suspicion of Muslims also
has increased. At the same time, however, we should not overlook the
powerful dynamic that increases appreciation of other people’s religion
over the long term: increased religious diversity within our families and
friendship circles. It seems likely that it will take several decades, maybe
longer, for this dynamic to make non-Muslim Americans as tolerant and
appreciative of American Muslims as they already are of persons of other

religions, and dramatic events here or abroad could slow or, in the
extreme, undermine this dynamic. But I expect that, in the long run, we
will see levels of tolerance and even appreciation of American Muslims
that approach the levels we currently see for persons of other religions.”

What about tolerance on the part of the nonreligious? As religious
participation and religion’s sway have diminished, have nonreligious
Americans become more aggressive in trying to hasten that decline?
Proponents of this view point to the Supreme Court’s trifecta of “antireligion” rulings — its early 1960s prohibition of mandatory prayer in
school, its 1973 legalization of abortion, and its 2015 legalization of
same-sex marriage. They point to sharp declines in Americans’ confidence
in religious leaders.38 They posit an effort to rid the country of religious
symbolism, from removal of “Ten Commandments” statues in government
buildings to a “war on Christmas,” and they accuse Hollywood and the
television industry of disparaging the traditional family.
There is some truth in this portrait. But the decline of religion’s influence
in the United States surely stems less from a concerted effort by cultural
and political elites than from heightened affluence, scientific advance, and
improved access to information. To take just one example, the notion
that homosexuality is “wrong” could no more survive as a norm in a world
with plentiful information than could the notion that persons with dark
skin or two X chromosomes are inferior.
A fourth way religion might impede community is via politics. Since the
early 1990s, the correlation between religiosity and political views has
increased in the US. The most religious Americans are increasingly likely to
be politically conservative and to identify with the Republican Party, while
the least religious are increasingly likely to be politically liberal and to
identify with the Democratic Party.39 At the same time, the two political
parties have polarized in their policy commitments and behavior.40
Oppositional rhetoric and posturing by members of both parties have
intensified. Has religion, then, weakened community by contributing to
political polarization?
Yes, it has, but its role in this development probably has been much
smaller than many people think. Though the correlation between religiosity
and political views has increased, it actually is relatively weak. And the
correlation between religiosity and party preference is even weaker.41
Furthermore, party polarization began in the 1960s and 1970s, well
before religion began to have an impact. And party polarization has a
number of other causes, many of them arguably more significant than
religion.42 Finally, there is some indication that secular Americans are more
likely than their religious counterparts to gravitate to the right and left
extremes of American politics.43
HOW WILL A LESS-RELIGIOUS AMERICA FARE?
Religion, in the view of some, is a key source of beliefs, norms, and
behaviors that have made the United States one of history’s most
successful experiments.44 Can the country thrive with less religion?
Since Max Weber, some social scientists have viewed religion —
specifically, Protestantism — as conducive to a vibrant economy.45 Will
religious decline dampen economic growth? America’s growth rate has
been slower in recent decades than it was during religion’s post-second
world war apex. But the 1950s and 1960s was a period of unusually rapid
economic growth in all rich nations, due to catching up in the wake of the

Great Depression and the war. Our slowdown is comparable to that of
other countries. Furthermore, a number of rich nations in which religion is
far weaker nevertheless have thriving economies.46
Will religious decline cause antisocial behavior to increase? In the 1960s
and 1970s, as religious belief and participation began to decrease, the
crime rate in the US exploded. But it’s unlikely that the trend in religiosity
played much of a causal role, if any. For one thing, the crime increase
began before the shift in religiosity. For another, although the decline in
religiosity has continued, crime peaked in the early 1990s and has since
plummeted. Finally, other affluent nations that are much less religious
have similar or lower rates of crime than the US.47
Across individuals, religion is positively correlated with health. Will
Americans’ health suffer as religion declines? That’s possible, but there is
good cause for optimism. Life expectancy and most other measures of
health have improved sharply over the past generation as religion has
been weakening. One notable exception is obesity, but that has been
rising in nearly all affluent countries, not just in the US. Across the rich
nations there is no association between religiosity and life expectancy.
Indeed, at the extremes the correlation runs in the other direction: Japan,
one of the least religious countries, has the highest life expectancy, while
the United States has the lowest.48
Tolerance is another hallmark of a good society. Here too there is reason
for optimism. By virtually every measure, Americans have become more
tolerant during the era of religious decline.49
In the United States, persons who are more religious tend to give more to
charity and volunteer more of their time.50 Will life be worse for America’s
poor if religion continues to weaken? If nothing steps in to fill the void,
that’s quite possible. But if we continue the course we’ve pursued over
the past century, of slowly replacing private charity with public insurance,
America’s poor might end up better off rather than worse. Incomes
among the poor are higher in a number of rich nations that are less
religious than the US, and they have less material hardship.51
Americans who are more religious tend to be happier than those who are
less religious. Religion’s decline might, then, be partly to blame for why
average happiness in the US hasn’t increased over the past four decades
despite growing affluence.52 On the other hand, a number of rich
countries with low levels of religiosity score higher than we do on
measures of happiness. As figure 25 shows, across these countries there
is no association between religiosity and life satisfaction.

FIGURE 25. Life satisfaction by religiosity

The line is a linear regression line. Life satisfaction in 2008. Scale is 0 to 10. Data
source: Gallup World Poll, via the World Database of Happiness, series O-SLW-csq-n-11-a. Religiosity is the share of the adult population that says “religion is very
important in my life” as of 2000-2012. Survey question: “For each of the following,
indicate how important it is in your life: religion.” Response options: very important,
rather important, not very important, not at all important, no answer. Data source:
World Values Survey, worldvaluessurvey.org/wvsonline.jsp.

Community is the desideratum most likely to suffer if religion continues to
decline in America. As various observers have pointed out, religion is the
single biggest contributor to social engagement and civic participation in
the United States. It isn’t clear what might substitute for it.
SUMMARY
Religious belief and participation and religion’s influence are stronger in
the United States than in other rich democratic nations. They also are
declining. The causes of this decline are the same as elsewhere: the ability
of science to answer complex questions has advanced, greater access to
information and exposure to other types of people and cultures causes us
to question traditional religious dictums (women shouldn’t be leaders,
homosexuality is “unnatural”), and greater affluence reduces the need of
those at the bottom to focus on the afterlife. This secularization process
is unlikely to halt.
Where religion has stood in the way of justice, fairness, or opportunity,
its decline is a source of progress. But religion has many beneficial effects
as well, not least its contribution to community. In the United States,
church (or temple, synagogue, mosque) attendance and participation in
religious organizations’ other activities has long been a key source of
community. To the extent religion’s decline continues, that will be a
significant loss. Yet developments in the US over the past half century
and in other affluent countries suggest that in other respects, including
economic dynamism, safety, health, tolerance, economic security, and
happiness, America and Americans can flourish as the nation becomes
more secular.
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Democracy is a system of decision making in which participants have
approximately equal opportunity to influence policy choices.1 This entails:
1. Each person has the same number of votes in electing policy makers
(representative democracy) and in direct policy making (direct
democracy).
2. Each person has roughly the same opportunity to influence policy
makers’ views and actions via organization, lobbying, protest, and
other activities.
3. Individuals have access to adequate information in order to develop
informed preferences.
4. Decisions are made according to majority rule (though the majority
can’t abridge conditions 1-3).
The United States has the world’s longest-running political democracy,
with more than two centuries of regular replacement of policy makers
according to election results. The government and political system have
survived potentially mortal threats, most notably the southern states’
attempted secession and subsequent civil war in the 1860s. Voting rights
have been steadily expanded over time — to non-property-owners by the
1830s, to African Americans formally in 1870 and substantively a century
later, to women in 1920, to 18-to-20-year-olds in 1971. The system’s
stability and popular legitimacy have enabled reasonably wise policy
making and helped to facilitate a massive rise in living standards for
America’s citizens.
While deserving of praise, America’s democracy is far from perfect. It may
discourage voting and other forms of political activity (speech,
organization, lobbying, etc.) among Americans with less education and
income. The electoral systems for the Senate, the House of
Representatives, and the presidency translate votes into representation
less effectively than we might wish. Private money may give businesses
and wealthy individuals disproportionate influence on policy making. Our
veto-point-heavy government structure may go too far in preserving
policy continuity at the expense of the majority’s will.
To what extent do these problems exist? Have they worsened over time?
UNEQUAL VOTING
Does our voting system result in more high-income voters than lowincome voters?

As figure 1 shows, only about half of eligible Americans vote in
presidential-year elections. In “off-year” elections, only a third do. These
shares are lower than in most other rich longstanding-democratic nations.

FIGURE 1. Voter turnout
Share of eligible voters. Legislative elections. The solid line for the US is for
presidential election years; the dashed line is for off-years. Data source:
International Institute for Democracy and Electoral Assistance, idea.int, series VAP
turnout. “Asl” is Australia; “Aus” is Austria.

Figure 2 shows voter turnout by socioeconomic status (SES, a measure
combining education and income). The higher the socioeconomic status,
the more likely the person is to vote.

FIGURE 2. Voter turnout by socioeconomic status
Share of eligible voters. “SES” = socioeconomic status, a measure that combines
education and income. Q1 is the lowest 20% on the socioeconomic status ladder;
Q5 is the highest. Data source: Kay Lehman Schlozman, Sidney Verba, and Henry
E. Brady, The Unheavenly Chorus, 2012, figure 6.1, using data from the American
National Elections Studies (ANES). These survey data overestimate the level of
voter turnout by about 15 percentage points, but they are likely to accurately reflect
SES differences in voting and trends over time.

The class skew in voter turnout owes partly to preferences, but there are
systemic obstacles in the US that also matter. Only two-thirds of eligible
Americans are registered to vote, because in many states registration
must be done in advance and in person. Voting too usually is carried out
in person, and on a work day during working hours. Some voting-age
adults are barred from voting: noncitizens, prisoners, ex-felons, persons
who can’t produce “proper” identification. These obstacles reduce voting
more among Americans with lower eduction and/or income. We know that

because the class skew in voting widened in the United States when
registration requirements were introduced after 1896 and because the
skew is larger in the US than in rich countries that have different
registration and voting procedures.2
FLAWED TRANSLATION OF VOTES INTO ELECTED
REPRESENTATIVES
An electoral system that effectively translates votes into representation is
needed to ensure that each person’s vote has the same weight. America’s
electoral system has several problematic features.
Most rich longstanding-democratic countries have a proportional
representation electoral system, in which voting is (solely or mainly) for
parties and each party’s share of seats in the legislature corresponds to
the share of votes it receives. The United States has winner-take-all
elections. Votes are cast for candidates, and the candidate receiving the
most votes in a district is the only representative of that district. Winnertake-all systems tend to underrepresent minority views and preferences,
as smaller parties, the most likely source of such representation, seldom
gain political traction. It’s difficult for them to win elections, so their
support fades over time and they disappear. Over the past 150 years, no
third party has been able to survive in American politics at the national
level.3
The Senate is one of the most malapportioned legislative bodies in the
world, with Americans who live in low-population states far
overrepresented relative to their counterparts in high-population states.4
As figure 3 shows, the 22 least-populated states have a total population
equal to that of California. The 39 million Americans in those 22 states are
represented by 44 senators, while the 39 million Americans in California
are represented by two.

FIGURE 3. Senate malapportionment
“m” = million. Data source: Census Bureau. A different version of this chart
appears in Ezra Klein, “If You’re from California, You Should Hate the Senate,”
Washington Post: Wonkblog, 2013.

In 2017 and 2018, Democratic Party senators will represent 55% of the
US population, Republican Party senators 45% (if we treat each senator
as representing half of the population of her or his state). Yet the
Democrats will have only 48 of the senators, the Republicans 52.5 This
type of outcome, with the party that got fewer votes ending up with a
majority of Senate seats, has occurred at least seven other times in the
past century.6

Unlike the Senate, the House of Representatives has districts of
(approximately) equal population size. Yet it too fails to effectively
translate party vote share into party representation share. That’s plainly
true for third parties, which seldom get any representation regardless of
whether they get 2% of the vote or 20% of the vote. But it’s even true
for the two major parties. In the 2016 House elections, Republican
candidates got 49.6% of the popular vote, but they will hold 55% of the
seats in 2017 and 2018. Democratic candidates got 47.5% of the votes,
yet they will hold just 45% of the seats.7 In the 2012 House elections,
the Republicans ended up with a majority of the seats despite getting
fewer votes than the Democrats.
One reason for this is the heavy concentration of Democratic voters in
large cities and hence within certain House districts. This results in more
Democratic votes being “wasted” than Republican votes: more Democratic
candidates win by a margin of, say, 80% to 20%, whereas Republican
winners are more likely do so by a margin of 55% to 45%. Democrats
thereby win fewer seats than if their voters were more spread out across
House districts.8
It’s also partly a result of the gerrymandering of House districts. Every
ten years, following the decennial census, the districts are redrawn to
respond to population shifts. In most states, the party that controls the
state government at that moment gets to decide how to draw the new
district boundaries. Partisan gerrymandering consists of creating a
number of districts in which your party will win by a comfortable but not
excessive margin and a few districts in which the other party will win with
nearly all of the votes. This results in more of the other party’s votes
being wasted, allowing your party to win a larger number of districts.
Republicans were able to do this in more states than Democrats following
the 2010 census.9
Figure 4 illustrates how gerrymandering can be done. Imagine a state with
50 precincts (or 50 voters), 60% of which are Democratic (blue) and 40%
of which are Republican (red). The state has five House districts. Those
five districts can be drawn in a variety of different ways, some of which
accurately reflect the balance within the state as a whole (second column),
others that give the Democrats more seats than they should have (third
column), and still others that overrepresent the Republicans (fourth
column).

FIGURE 4. Illustration of gerrymandering
Hypothetical state with five House of Representatives districts. Source:
Christopher Ingraham, “Take a Look at One of the Country’s Most Blatant
Gerrymanders,” Washington Post: Wonkblog, 2017.

As with the Senate and the House of Representatives, there is a major
flaw in how votes are translated into representation in US presidential
elections. Rather than simply tallying up the popular vote, the presidential

winner is decided via the electoral college. The candidate who wins the
popular vote in each state gets all of that state’s electoral college votes,
regardless of the margin of victory.10 When the country is evenly divided
between the two parties, there is a significant possibility that the
candidate who gets the most votes will nevertheless lose the electoral
college.
That has happened only twice in the modern democratic era (since 1920,
when women got the right to vote). But those two occurrences, in 2000
and 2016, were among the five most recent elections. It nearly happened
also in 2004; had John Kerry gotten 120,000 more votes in Ohio, he, like
George W. Bush and Donald Trump, would have become president
despite losing the popular vote.
INFORMATION: FROM TOO LITTLE TO THE WRONG
KIND
The earliest systematic studies of Americans’ political beliefs and
preferences, in the 1940s and 1950s, found that most citizens don’t pay
close attention to most policy issues and so don’t have an opinion on
them. This is one reason why only a modest share vote. And those who
do vote, even those who are well informed and politically engaged, tend to
develop preferences and cast votes based on their group identity,
partisan loyalty, and the perceived condition of the economy, rather than
informed reflection on the issues.11
This owed partly to lack of information. Circumstances today have
changed dramatically. With the internet, most citizens have relatively easy
access to more than enough information they need to develop informed
preferences about issues, parties, and candidates. Yet recent studies,
including a replication of the hugely influential The American Voter fifty
years on, have found no improvement in citizens’ political awareness or
ideological consistency. Political junkies are better informed than ever
before, but the average American isn’t.12
One reason is that voter ignorance is a product not only of lack of
information but also lack of time and interest. It’s also the case, though,
that together with the massive increase in access to information has come
a parallel increase in faux information and fake news — “facts” and
“stories” that are inaccurate or intentionally misleading.
DIRECT DEMOCRACY: A DOUBLE-EDGED SUBSTITUTE
If voters have trouble forming preferences on multiple issues and
matching those preferences to candidates, proponents of direct
democracy contend that they can do better on individual issues. In about
half of the US states, Americans regularly cast yes or no votes on an
assortment of initiatives and referendums, making policy decisions directly
rather than indirectly through elected representatives. Most of these
procedures were created during the progressive era in the early twentieth
century.
It isn’t clear whether this has improved our democracy. Some studies
conclude that state initiatives and referendums have tended to produce
better policy decisions than the regular legislative process.13 Others point
out that those with lots of money have a greater advantage in swaying
voters to pass a ballot initiative than in getting lawmakers to follow their
wishes, that citizens frequently vote in favor of populist but shortsighted
reforms such as term limits and tax cuts, and that the yes-or-no format
14

of direct democracy weakens the quality of policy outputs.14
UNEQUAL INFLUENCE ON POLICY MAKING
Voting and the translation of votes into representation are democracy’s
core inputs. What about the outputs? To what extent do policy decisions
reflect the will of the people — or, if not their will, perhaps their
interests?15
One reason for skepticism is that, as with voting, participation in other
political activities varies according to socioeconomic status. Wealthy
business leaders serve as close advisors to presidents.16 Firms and
groups that represent them (the Chambers of Commerce, National
Association of Manufacturers, industry associations) spend large
quantities of money lobbying policy makers. Rich Americans shower
campaign contributions on their preferred candidates. The most thorough
research on this issue, by Kay Lehman Schlozman, Sidney Verba, and
Henry Brady, finds that these anecdotal impressions reflect the broader
pattern. “The individuals and organizations that are active in American
politics,” they write, “are anything but representative. In particular, those
who are not affluent and well educated are less likely to take part
politically.”17 As figure 5 shows, Schlozman and colleagues find that
Americans with less education and income are less likely to contact a
government official, work with fellow citizens to solve a community
problem, make a monetary political contribution, work for a political party
or candidate, or attend a protest.

FIGURE 5. Political activity (other than voting) by socioeconomic status
Share of adults engaging in at least one political act other than voting. “SES” =
socioeconomic status, a measure that combines education and income. Q1 is the
lowest 20% on the socioeconomic status ladder; Q5 is the highest. The data for
1967, 1990, and 2008 are based on the same five measures of activity: working in
a political campaign, contributing to a candidate or campaign, contacting a
government official, belonging to a political organization, and working with others
on a community issue. The data for 1960 are based on a somewhat different set of
activities, although ones that closely parallel those used in the other studies. Data
source: Kay Lehman Schlozman, Sidney Verba, and Henry E. Brady, The
Unheavenly Chorus, 2012, figure 1.1, using data from the Civic Culture Study
1960, Political Participation in America 1967, Citizen Participation Study 1990, and
Pew Internet and American Life Survey 2008.

Political parties, advocacy groups, and social movements attempt to
represent and promote citizens’ interests and preferences. Indeed,
according to a distinguished line of political analysis, from E.E.
Schattschneider to William Domhoff to Thomas Ferguson and Joel Rogers
to Jacob Hacker and Paul Pierson, government policy in the United States
is determined mainly by the relative strength of organized interest

groups.18 Does this help to compensate for the inequality in citizens’
political participation? Or does it accentuate that inequality?
Businesses and rich individuals have a lot of money, and both the
absolute amount and their share have increased since the late 1970s.
They’ve also organized into groups — business organizations,
foundations, think tanks, political action committees, lobbying agencies —
in order to increase their influence on policy making. During this same
period, organizations representing ordinary Americans, most notably labor
unions, have weakened. Unlike some other affluent democratic nations,
the United States has no institutionalized mechanism whereby
organizations representing both the more and less powerful discuss or
negotiate important policy issues (sometimes called “corporatism”).19 Do
affluent Americans and business firms exert disproportionate influence on
policy decisions? Has their influence increased in recent decades?
Figure 6 shows the share of high-, middle-, and low-SES Americans who
donate money to a political campaign. Figure 7 shows the trend in total
campaign contributions over the period for which we have reliable data,
beginning in 1998. Figure 8 shows the trend in lobbying expenditures.
Figure 9 shows the trend in labor union membership. These data tell us
that rich individuals and businesses are indeed the most likely to insert
money into the political process, that the quantities they give to political
campaigns and to lobbyists are large and have increased in recent
decades, and that the organizational strength of the chief group
representing less-educated and lower-income Americans has declined
significantly.

FIGURE 6. Campaign contribution by socioeconomic status
Share of adults. “SES” = socioeconomic status, a measure that combines
education and income. Q1 is the lowest 20% on the socioeconomic status ladder;
Q5 is the highest. Data source: Kay Lehman Schlozman, Sidney Verba, and Henry
E. Brady, The Unheavenly Chorus, 2012, figure 6.5, using data from the American
National Elections Studies (ANES).

FIGURE 7. Campaign expenditures
Billions of inflation-adjusted dollars. Includes expenditures by candidates, parties,
and outside groups. Data source: Center for Responsive Politics, “Cost of
Election,” opensecrets.org.

FIGURE 8. Lobbying expenditures
Billions of inflation-adjusted dollars. Data source: Center for Responsive Politics,
“Lobbying Database,” opensecrets.org.

FIGURE 9. Labor union membership
Share of employees who are union members. Data sources: 1948-1958 are from
Leo Troy and Neil Sheflin, U.S. Union Sourcebook, Industrial Relations Data and
Information Services, 1985. 1960ff are from Jelle Visser, “ICTWSS: Database on
Institutional Characteristics of Trade Unions, Wage Setting, State Intervention, and
Social Pacts,” Amsterdam Institute for Advanced Labour Studies, version 4, 2013,
series ud, ud_s.

It also is true that Americans with higher incomes are more likely to get

the policy they want than are those with middle and low incomes. In
separate analyses, Larry Bartels, Martin Gilens, and Gilens and Benjamin
Page have found that policy choices are much more likely to reflect the
expressed policy preferences of high-income Americans than of those
lower on the income ladder.20 Figure 10 depicts this finding graphically.
The preferences of Americans near the top of the income distribution are
positively correlated with policies adopted by congress and the president
(solid line). The preferences of those with low incomes are, by contrast,
uncorrelated with actual policy choices (dashed line).

FIGURE 10. Policy responsiveness by income
Policy responsiveness in instances where the preferences of high-income
Americans differ from those of low-income Americans. “P10” is the tenth percentile
of the income distribution; “p90” is the 90th percentile. This replicates figure 3.5 in
Martin Gilens, Affluence and Influence, Princeton University Press, 2012.

What about the influence of interest groups? Here research conclusions
are mixed. Some studies have documented a number of important
instances of policy change and non-change in recent decades in which
business firms and associations have gotten what they wanted.21 On the
other hand, studies of lobbying have tended to find little or no systematic
impact.22
Given the increase in income inequality in the United States since the late
1970s, we might expect the class skew in political participation to have
increased in recent decades.23 Figure 5 (above) suggests, however, that
that hasn’t happened.24 One reason might be that the rise in income
inequality has consisted mainly of growing separation between the top 1%
and everyone else, rather than between, say, the middle class and the
poor.25
Has the disproportionate influence of the rich and/or the business
community increased in recent decades? Studies that document policy
wins by business and affluent Americans haven’t tended to find a rise in
the frequency of such wins in recent decades.26 Martin Gilens has
examined the correlation between income and influence on policy at
various points over the past half century. As figure 11 shows, Gilens finds
that the gap in influence between Americans with high incomes and those
with low incomes was small during the Johnson presidency, larger during
the presidencies of Reagan and Clinton, but then smaller during the first
six years of George W. Bush’s presidency.

FIGURE 11. Policy responsiveness by income over time
Policy responsiveness in instances where the preferences of high-income
Americans differ from those of low-income Americans. “P10” is the tenth percentile
of the income distribution; “p90” is the 90th percentile. Data source: Martin Gilens,
Affluence and Influence, Princeton University Press, 2012, figure 7.4.

If inequality of influence in fact hasn’t increased, it may be because money
has diminishing returns in politics. It’s possible that we reached the
saturation point decades ago, so that additional money no longer buys
much, or perhaps any, additional influence.
VETO POINTS SUBVERT MAJORITY RULE
America’s founders structured the country’s government to safeguard
against excessive power of the majority and against radical change.27
They did so by creating a large number of “veto points” — points at which
proposed policy changes can be blocked:
A directly-elected executive (president). In most other rich
longstanding-democratic countries, the executive (usually the prime
minister) is the leader of the largest party in the parliament, and she
or he has no independent lawmaking authority.
Two legislative bodies (the House of Representatives and Senate)
with equal power. Other nations usually have just one house in
parliament; where there are two, one tends to be largely ceremonial.
A judiciary with considerable leeway to void legislation by ruling it
unconstitutional.
A highly federalized government, with state and local governments
that have substantial decision-making power.
In addition, for the past century the Senate has operated under a selfimposed rule — the filibuster — that allows as few as 41 of its 100
members to block proposed policy changes. This means passing
legislation in the Senate often requires a supermajority of 60 votes,
rather than a simple majority of 51.28
With so many veto points, it is, arguably, too difficult for the majority to
implement its policy preferences. That difficulty is accentuated where there
are two dominant ideologically-cohesive and ideologically-distinct political
parties, each supported by roughly half of the electorate, one of which
adopts an extreme oppositional stance. In such a context, a veto-pointheavy government structure may cross the line from caution to gridlock.29
The steady decline in the number of laws passed by congress, shown in
figure 12, suggests a descent toward legislative paralysis.

FIGURE 12. Number of laws passed by congress
The line is a loess curve. Data sources: Tobin Grant, personal communication;
GovTrack.us, “Bills by Final Status: Statistics and Historical Comparison.”

DOES OUR POLITICAL SYSTEM CREATE AN ELECTORAL
ADVANTAGE FOR ONE OF THE PARTIES?
Are there systemic biases in our political system that favor the election
prospects of the Republicans or the Democrats? Demographic
developments, especially the rising share of Latinos in the population,
have tilted toward the Democrats. The same is true of cohort trends:
each group of young Americans tends to be more liberal than the
previous.30 Yet Republicans have fared better in elections since 1980 than
they did in the previous half century, as figure 13 shows. Is that due to
structural features of America’s democracy?

FIGURE 13. Partisan control of the presidency, the Senate, and the
House of Representatives
Dots indicate Democratic control. Blank spaces indicate Republican control.

Since at least the 1950s, Americans with lower incomes have been more
likely to vote Democratic while those with higher incomes have tended to
vote Republican.31 The class skew in voting, with voter turnout lower
among those with less education and incomes, has therefore tended to
benefit Republicans.
Several features of our electoral system also tend to advantage the
Republican Party. One is systemic: winner-take-all systems such as ours
are less conducive to electoral success by left parties than proportional
representation systems.32

At the moment, the Senate’s overrepresentation of small states favors
the Republicans, because there are more conservative small states than
liberal ones. Figure 14 offers one way to see this. It shows state
population by the partisan leaning of each state. If we consider states in
which a party got more than 53% of the two-party vote to be solidly
partisan, there are 15 solidly Democratic states and 23 solidly Republican
ones. In the solidly Republican states, there is one senator per 2 million
people. In the solidly Democratic states, there is one senator per 4 million
people.

FIGURE 14. Senate malapportionment favors the Republicans
The average population per senator for the 23 solidly Republican states (below
47% Democratic vote share in the 2012 presidential election) is 2.3 million. The
average for the 15 solidly Democratic states (above 53% Democratic vote share) is
4.1 million. Data sources: Census Bureau; Wikipedia.

As noted above, Republicans in state government had more opportunity
to gerrymander House districts following the 2010 census than did
Democrats, and quite a few took advantage of that opportunity. This has
given Republicans a boost in House elections. In each election since that
most recent round of redistricting, Republicans’ share of seats in the
House of Representatives has exceeded their share of votes received.
The Republican Party has tended to be more committed than the
Democrats to advancing the economic well-being of affluent individuals
and business firms. Businesses and the rich have gotten a large and
growing share of the country’s income since the late 1970s, and they
have strengthened their political organization considerably. We might
expect this to have produced a flood of money to Republicans. The
Supreme Court’s 2010 Citizens United ruling prohibited restrictions on
political campaign spending by organizations, such as firms and unions,
opening the door even further to expenditures by outside groups on
behalf of their preferred candidate or party.
Yet the evidence doesn’t support the notion that a money advantage has
been the key reason behind recent Republican electoral success. Figure 15
shows campaign expenditures by and for Democrats and Republicans
since 1998 (the earliest year for which reliable data are available).
Republicans have enjoyed only a small advantage.

FIGURE 15. Campaign expenditures by and for Democrats and
Republicans
Billions of inflation-adjusted dollars. Includes expenditures by candidates, parties,
and outside groups. Data source: Center for Responsive Politics, “Cost of
Election,” opensecrets.org.

It’s too soon to be able to render an informed judgment on the impact of
the Citizens United decision, but the degree to which it altered the legal
landscape is sometimes overstated.33 Before the super PACs (political
action committees) and 501(c)(4)s that sprang up after Citizens United,
individuals and corporations already could make unlimited donations to
527s. The only difference is that the new organizations are less
constrained in naming the candidates they favor or oppose in
advertisements running during the two months prior to the election.
Even if money totals do come to systematically favor Republicans at some
point in the future, it’s unclear how much that will matter. There are
diminishing returns to money in influencing election outcomes: when a lot
is already being spent, additional amounts are likely to have limited
impact. The Democrats had less money in 2012 and 2016, yet they were
competitive in the presidential, House, and Senate elections. Their
(narrow) losses in 2016 owed more to the electoral college, Senate
malapportionment, and House district gerrymandering than to inferior
spending.
Moreover, the chief determinant of the outcome of national elections is
the health of the economy. Douglas Hibbs and Larry Bartels point out
that presidential election outcomes can be predicted fairly well using just a
single measure of economic performance: income growth in the months
preceding the election.34 This is displayed in figure 16. On the vertical axis
is the incumbent-party candidate’s popular vote margin. On the horizontal
axis is the growth rate of real disposable personal income per capita in the
middle two quarters (April through September) of the election year,
adjusted for how long the incumbent party has been in office. This simple
model does a very good job of predicting the vote outcome. Other models
can predict even more accurately by including additional factors, but
measures of economic performance are central in all of them.35

FIGURE 16. Income growth and presidential election outcomes
Vertical axis: incumbent-party candidate’s popular vote margin. Data source:
Wikipedia. Horizontal axis: growth rate of real disposable personal income per
capita in the second and third quarters of the election year, adjusted for
incumbency (-1.29 for each consecutive term, beyond the first, that the incumbent
party has held the White House). Data source: Bureau of Economic Analysis,
bea.gov, table 7.1, line 12. The correlation is .91. This replicates and extends Larry
Bartels’ chart in “Obama Toes the Line,” The Monkey Cage, 2013. For more detail,
see Christopher Achen and Larry Bartels, Democracy for Realists, Princeton
University Press, 2016, ch. 6.

House and Senate elections are more idiosyncratic than presidential
elections, yet the condition of the national economy tends to be a good
predictor for them too.36 Incumbency also has a big effect. As figure 17
shows, a very large share of congressional incumbents who run for
reelection win — 93% in the House and 81% in the Senate, on average,
since 1950. That’s partly because they are able to raise more money than
challengers, but it’s also because they develop name recognition, they can
point to things they’ve accomplished for the district, and they have
multiple ways of getting media exposure.37

FIGURE 17. Incumbent reelection success rate in congress
Share of those running for reelection who win. The lines are loess curves. Data
sources: Norman Ornstein et al, Vital Statistics on Congress, Brookings Institution,
tables 2.7 and 2.8; Center for Responsive Politics, “Reelection Rates Over the
Years,” opensecrets.org.

Money plays a role in election outcomes, to be sure, but it appears to be
no more important as a source of Republican advantage, and perhaps less
so, than our winner-take-all elections, Senate malapportionment, House
district gerrymandering, and the class skew in voter turnout.

SUMMARY
There is much to cheer in America’s political system, particularly its
stability over time.
There also is quite a bit to lament. Relatively few Americans vote, and
participation in voting is heavily class-skewed, due in part to needlessly
stiff registration and voting requirements. Effective translation of votes
into elected representatives is impeded by key aspects of our electoral
system — winner-take-all elections, Senate malapportionment, House
district gerrymandering, and the presidential electoral college. High-income
Americans have much more influence on policy decisions than do those
with lower incomes. And America’s multitude of governmental veto points
has become, in the context of our polarized political parties and an
evenly-divided electorate, a source of gridlock.
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Most Americans identify as either a Democrat or a Republican. As figure 1
shows, the Democrats currently enjoy an advantage of about ten
percentage points. Vote totals in elections for the presidency, the Senate,
and the House of Representatives are often closer than this, and in recent
elections American voters have been fairly evenly split between the two
parties.

FIGURE 1. Party identification
Share of US adults. Question: “Generally speaking, do you usually think of yourself
as a …?” ANES has seven response options: strong Democrat, weak Democrat,
independent leaning Democrat, independent, independent leaning Republican,
weak Republican, strong Republican. GSS has eight response options: strong
Democrat, not strong Democrat, independent leaning Democrat, independent,
independent leaning Republican, not strong Republican, strong Republican, other
party. “Democrat” here is the three Democrat groups. “Republican” is the three
Republican groups. Those choosing “other party” in the GSS, usually just 1% or
2%, are excluded. Data sources: American National Election Studies,
electionstudies.org, series party identification; General Social Survey,
sda.berkeley.edu, series partyid.

The political left and right tend to differ along three main axes. One is
economic, with the left preferring more government support for security
and fairness and the right prioritizing freedom for individuals and firms. A
second is social-cultural, with the left here emphasizing individual liberty
and the right privileging order, tradition, and community. A third is foreign
policy. Here the left has tended to be more isolationist, the right more
favorably disposed to intervention abroad. In the United States, the
Democrats and the Republicans have differed on the economic axis since
the early 1930s and on the social-cultural and foreign policy axes since

the late 1960s.
Given these differing aims and priorities, election results should produce
differences in economic and social outcomes. Do they?
PARTISAN EFFECTS: CROSS-COUNTRY COMPARISON
In the rich longstanding-democratic nations, governments headed by a
social democratic or Christian centrist party have been far more likely to
expand public insurance programs and public services, resulting in greater
economic security. Social democrats have tended to structure government
transfers in an especially egalitarian fashion, producing less income
inequality and poverty. This is a big part of the reason why countries such
as Denmark and Sweden have more expansive and generous welfare
states and less economic insecurity and inequality than the United
States.1
PARTISAN EFFECTS: THE UNITED STATES OVER TIME
In the US, the left party has been in power a good bit since the early
1930s, but with limited public insurance to show for it. Is the United
States an exception? One reason to suspect so is that our “left” party
has been more centrist than most of its European counterparts. That
isn’t surprising: in a two-party system there is an electoral incentive for
each party to move toward the center in order to maximize its vote share.
Indeed, a recurring theme in American politics is the notion that the two
parties aren’t meaningfully different in their commitments. “There’s not a
dime’s worth of difference between the two,” George Wallace famously
opined in 1968. “You’re dealing with tweedledum and tweedledee,” said
Bernie Sanders in 1986. “Our two parties are basically one corporate party
wearing two heads and different makeup” is how Ralph Nader put it in
2000. There are additional reasons why the US might not follow the
cross-national pattern: Americans don’t like the idea of big government,
the US labor movement is relatively weak, and our government has
multiple veto points that allow blockage of proposed policy changes.2
On the other hand, over the past century a lot of the progressive
legislation has come when the Democrats held the presidency, a majority
in the House of Representatives, and a large (filibuster-proof) majority in
the Senate — particularly 1933-38, 1964-65, and 2009. Some, but less,
has passed when the Democrats weren’t firmly in charge.
What does a systematic look at over-time patterns in the US tell us about
the impact of election outcomes?
I’ll consider 30 outcomes for which we might anticipate a partisan
difference. Where possible, I’ll begin in 1933, when the two parties
separate clearly on the economic axis, and go up through 2016. A
partisan difference should have two features: an observed robust
difference in the outcome between Democratic and Republican periods and
a plausible story about how the difference is genuinely causal.
In defining “Democratic” and “Republican” periods, it makes sense to
focus on presidents. One reason is that, as figure 2 shows, the
presidency, unlike the congress (especially the House), has shifted back
and forth between parties, so party effects are less likely to be conflated
with period-specific factors. Another reason is that the ideological
differences between Democratic and Republican presidents have been
large and consistent since the 1930s. Figure 3 shows the ideological

position of each president, on a left-right scale, along with averages for
each party in the Senate and House. It’s only in recent decades that the
differences between Democrats and Republicans in the two congressional
chambers have matched those of presidents.

FIGURE 2. Partisan control of government
Blue: Democratic control. Red: Republican control.

FIGURE 3. Policy makers’ political orientation
Average DW-nominate liberalism-conservatism dimension scores. For the House
of Representatives and the Senate, scores are based on votes cast. For the
president, scores are based on their announced support or opposition on
congressional bills. The scale runs from liberal (negative scores) to conservative
(positive scores). Data sources: “The Polarization of the Congressional Parties,”
voteviewblog.com, 2016; “The Presidential Square Wave Through the 113th
Congress,” voteviewblog.com, 2016.

Of course, presidents aren’t omnipotent. They can’t control large
economic and social developments, and much of what they propose can
be blocked by congress. But they can introduce legislation, issue
executive orders, guide regulatory agencies, nominate the Federal Reserve
chair and Supreme Court justices, and shape the public narrative on
issues, and they have a good bit of control over foreign policy.
Let’s begin with an outcome on which we’d expect to see a clear partisan
difference: income inequality. Several recent studies conclude that this is
indeed what we observe, with income inequality rising more under
Republican presidents than under Democratic ones.3
Prior to the late 1970s, presidents had substantial influence on both fiscal
and monetary policy. Democratic presidents used this to prioritize rapid
economic growth and low unemployment, whereas Republicans tended to

aim for low inflation. Economic growth was faster under Democrats (see
below). While a recent analysis finds that Democratics’ economic growth
advantage owed mainly to luck rather than to policy choices, the low
unemployment under Democratic presidents ensured that growth led to
rising wages, and hence rising incomes, for Americans on the middle and
lower rungs of the economic ladder. So up to 1979 income inequality
trends did differ significantly between Democratic and Republican years, as
Larry Bartels has documented.4
Since the late 1970s, the Federal Reserve has made monetary policy
decisions independent of the president’s wishes, so presidents have had
limited ability to influence unemployment. As a result, during this period
presidents appear to have had less impact on income growth for
households in the middle and below.5
The rise in income inequality in recent decades has occurred primarily
between the top 1% and everyone else. Income growth has been very
rapid for those at the top, less rapid for the upper-middle, and relatively
slow for most others. Surprisingly, though, this surge in top-end
inequality has been just as large under Democratic presidents as under
Republican ones, as figure 4 shows.

FIGURE 4. Income inequality: top 1%’s income share
Share of income going to the top 1% of tax units. Pretax income, including capital
gains. The lines are loess curves. The numbers in parentheses are average tenyear percentage-point change, excluding changes from the last year in office of an
outgoing party to the first year in office of an incoming party (e.g. change from 2000
to 2001). The second numbers are for 1980ff. Data source: World Wealth and
Income Database.

Why don’t we observe a partisan presidential difference in the surge in
top-end income inequality since the late 1970s? Democratic and
Republican presidents have differed on tax rates for the top 1%, as we
see in figure 5. But that has had a limited impact on the trend in
inequality.6 Democratic and Republican presidents have both contributed
to deregulation of finance. One noteworthy attempt by a Democratic
president to slow the rise in income inequality ended up backfiring. In
1993, the Clinton administration changed the tax rules so that firms could
only deduct high CEO pay from revenues if such pay were pegged to CEO
performance. This led to a surge in firms’ use of stock options, which
became a key source of the massive rise in CEO compensation.7 Some
important contributors to inequality’s rise haven’t been strongly
influenced by policy choices and so haven’t differed much between
Democratic and Republican administrations: technology, globalization
(figure 6), corporate governance, and union weakening (figure 7). As
figure 8 shows, another, stock values, has increased much more under

Democratic presidents than under Republican ones, though it’s unlikely
that this owes to any difference in policy.

FIGURE 5. Effective tax rate on the top 1%
Federal tax payments as a share of pretax income for the top 1% of taxpayers.
Federal taxes include personal income, corporate income, payroll, and excise. The
lines are loess curves. The numbers in parentheses are average ten-year
percentage-point change. Data source: Congressional Budget Office, “The
Distribution of Household Income and Federal Taxes, 2013,” Report 51361, 2016,
supplemental data, worksheet 1.

FIGURE 6. Imports
Share of GDP. The lines are loess curves. The numbers in parentheses are
average ten-year percentage-point change, excluding changes from the last year in
office of an outgoing party to the first year in office of an incoming party (e.g. change
from 2000 to 2001). Data source: St. Louis Fed, FRED database, series
B021RE1A156NBEA.

FIGURE 7. Unionization

Share of employees who are union members. The lines are loess curves. The
numbers in parentheses are average ten-year percentage-point change, excluding
changes from the last year in office of an outgoing party to the first year in office of
an incoming party (e.g. change from 2000 to 2001). The second number in
parentheses for Democratic presidents excludes 1933-52. Data sources: 1933-82
are from Richard B. Freeman, “Spurts in Union Growth: Defining Moments and
Social Processes,” in The Defining Moment: The Great Depression and the
American Economy in the Twentieth Century, edited by Michael D. Bordo et al,
University of Chicago Press, 1998, table 8A.2. 1982ff are from Bureau of Labor
Statistics, data.bls.gov, series LUU0204899600, using Current Population Survey
data.

FIGURE 8. Stock market
S&P 500. Adjusted for inflation. The lines are loess curves. The numbers in
parentheses are average ten-year change, excluding changes from the last year in
office of an outgoing party to the first year in office of an incoming party (e.g. change
from 2000 to 2001). Data source: St. Louis Fed, FRED database, series sp500.

The American economy has grown massively since the early 1930s, with
GDP per capita rising at an average yearly rate of about 2%. As figure 9
shows, the rate of growth has tended to be much faster under
Democratic presidents than Republican ones.
The standard account attributes this to macroeconomic policy: Democrats
tend to prioritize economic growth and low unemployment, whereas
Republicans favor low inflation, and presidents representing the two
parties have used fiscal and monetary policy to pursue those differing
aims.8 Since the late 1970s, things have changed: presidents have had
little influence on the Federal Reserve’s monetary policy decisions, and
fiscal policy under Republican presidents has been just as expansionary as
under Democrats. During this latter period there has been no partisan
difference in rates of economic growth.
A recent analysis by Alan Blinder and Marc Watson suggests that the
macroeconomic policy explanation may not hold even for earlier decades.
They find that the partisan gap in economic growth owes mainly to oil
shocks, productivity shocks, military spending, wars, foreign economic
growth, and consumer expectations, not to differences in macroeconomic
policy.9

FIGURE 9. GDP per capita
Real gross domestic product (GDP) per capita. “k” = thousand. The lines are loess
curves. The numbers in parentheses are average yearly growth rates, excluding
changes from the last year in office of an outgoing party to the first year in office of
an incoming party (e.g. change from 2000 to 2001). The second numbers are for
1980ff. Data source: Bureau of Economic Analysis, bea.gov, table 7.1, line 10.

Figure 10 shows the employment rate under Democratic and Republican
presidents. Here we see a clear difference. The employment rate has
increased in every Democratic period while holding steady or falling in all
but one Republican period. This is in line with the notion that Democrats
tend to prioritize jobs while Republicans worry more about keeping
inflation in check.

FIGURE 10. Employment rate
Employed persons aged 25-64 as a share of the population aged 25-64. The lines
are loess curves. The numbers in parentheses are average ten-year change,
excluding changes from the last year in office of an outgoing party to the first year in
office of an incoming party (e.g. change from 2000 to 2001). Data source: Bureau
of Labor Statistics, data.bls.gov, series LNU02000060, LNU02000095,
LNU00000060, LNU00000095.

Poverty is another outcome for which we would expect to find a partisan
difference. It has tended to be a core concern for Democrats, less so for
Republicans. And Democrats have been more willing than Republicans to
increase expenditures on transfer programs for Americans with low
incomes. Figure 11 shows the official poverty rate since the measure’s
inception in 1959. Poverty has fallen in all but one Democratic period,
while under Republicans it’s either held steady or increased.

FIGURE 11. Poverty rate
Share of persons living in a household with income below the poverty line. The
lines are loess curves. The numbers in parentheses are average ten-year
percentage-point change, excluding changes from the last year in office of an
outgoing party to the first year in office of an incoming party (e.g. change from 2000
to 2001). The second number in parentheses for Democratic presidents excludes
1961-68. Data source: Census Bureau, “Historical Poverty Tables,” census.gov.

In a similar vein, Democrats have frequently pushed for an increase in the
statutory wage floor, the “minimum wage,” whereas Republicans have
tended to favor maintaining the existing level or reducing it. Figure 12
shows that the minimum wage has risen, in inflation-adjusted terms, in all
but one Democratic period. During Republican presidencies an increase in
the minimum has been the exception rather than the rule.

FIGURE 12. Minimum wage
Dollars per hour. Federal statutory minimum, adjusted for inflation. The lines are
loess curves. The numbers in parentheses are average ten-year dollar change,
excluding changes from the last year in office of an outgoing party to the first year in
office of an incoming party (e.g. change from 2000 to 2001). Data source: Bureau
of Labor Statistics.

Do we see partisan differences in outcomes for the middle class? One
indicator is median income. Figure 13 shows median family income.
(Household is a better unit than family, as it includes adults who live
alone, but household data aren’t available until 1967.) It has tended to
rise much more during Democratic presidencies than Republican ones.
This owes partly to faster economic growth, but employment and wage
developments also have contributed.10

FIGURE 13. Median income
Real median family income. “k” = thousand. The lines are loess curves. The
numbers in parentheses are average yearly dollar change, excluding changes
from the last year in office of an outgoing party to the first year in office of an
incoming party (e.g. change from 2000 to 2001). The second numbers are for
1980ff. Data source: Census Bureau, “Historical Income Tables,” census.gov,
table F-5.

Median wealth data begin only in 1983 and are available only every third
year. As figure 14 shows, there is no partisan effect. Median wealth has
been effectively flat, soaring briefly during the housing bubble between
the mid-1990s and the mid-2000s but then falling back to its previous
level when the bubble burst beginning in 2006.11

FIGURE 14. Median wealth
Real average household wealth in the middle quintile. The lines are linear
regression lines. The numbers in parentheses are average three-year dollar
change, excluding changes from the last year in office of an outgoing party to the
first year in office of an incoming party (e.g. change from 2000 to 2001). Data
source: Edward Wolff, using Survey of Consumer Finances data. The survey is
every 3 years, beginning in 1983.

Homeownership is a key marker of middle-class status for Americans, and
it’s also the chief source of wealth for the non-rich. Figure 15 suggests no
partisan difference in the homeownership rate, which has been essentially
flat since 1960.

FIGURE 15. Homeownership
Share of households that own their residence. The lines are loess curves. The
numbers in parentheses are average ten-year percentage-point change, excluding
changes from the last year in office of an outgoing party to the first year in office of
an incoming party (e.g. change from 2000 to 2001). Data sources: 1900-1960 are
from Census Bureau, “Historical Census of Housing Tables,” using decennial
census data; 1960ff are from Census Bureau, “Housing Vacancies and
Homeownership: Historical Tables,” using Current Population Survey data.

Let’s turn now to two measures of inclusion. Figure 16 shows the ratio of
median household income for African Americans to that for whites. The
ratio has increased, on average, under Democratic presidents, while it’s
been flat when Republicans have been in office. But the difference is
entirely a function of the Clinton years in the 1990s, and there is no clear
policy story to account for this. The most sensible conclusion is that there
has been no genuine partisan difference.

FIGURE 16. Black-white income ratio
Ratio of black to white median household income. The lines are loess curves. The
numbers in parentheses are average ten-year change, excluding changes from
the last year in office of an outgoing party to the first year in office of an incoming
party (e.g. change from 2000 to 2001). Data source: Census Bureau, “Historical
Income Tables,” table H-5.

The same is true of the female-to-male pay ratio, shown in figure 17. Here
it’s Republicans that look better. But that owes entirely to the ReaganBush years in the 1980s, and the apparent progress during those years
is misleading. Prior to 1980 median pay was rising for both women and
men, at about the same pace, so the pay ratio held constant. In the
1980s pay for women continued to increase, but for men it flattened.
That not-especially-desirable development accounts for the rising pay
ratio.12

FIGURE 17. Female-male pay ratio
Ratio of female to male median annual earnings for persons employed full-time
year-round. The lines are loess curves. The numbers in parentheses are average
ten-year change, excluding changes from the last year in office of an outgoing party
to the first year in office of an incoming party (e.g. change from 2000 to 2001). Data
source: Census Bureau, “Historical Income Tables,” table P-38, using Bureau of
Labor Statistics data.

Have Democrats or Republicans done better at advancing educational
attainment? One measure, shown in figure 18, is the share of the
population who get a four-year college degree. It’s been rising at a steady
pace since the late 1940s, with no partisan difference.

FIGURE 18. College graduates
4 years college or more. Age 25-34. The lines are loess curves. The numbers in
parentheses are average ten-year percentage-point change, excluding changes
from the last year in office of an outgoing party to the first year in office of an
incoming party (e.g. change from 2000 to 2001). Data source: Census Bureau,
“Years of School Completed by People 25 Years and Over, by Age and Sex,” using
Current Population Survey data.

The same is true for life expectancy, shown in figure 19.

FIGURE 19. Life expectancy
Years at birth. The lines are loess curves. The numbers in parentheses are
average ten-year percentage-point change, excluding changes from the last year in
office of an outgoing party to the first year in office of an incoming party (e.g. change
from 2000 to 2001). Data source: OECD.

Since the 1940s, Democrats have sought to use government to expand
access to health insurance, whereas Republicans have preferred to leave
this to individuals and firms. As figure 20 indicates, the two big jumps in
the share of Americans with health insurance in the past half century
occurred under Democratic presidents. Both owed to policy change: the
creation of Medicare and Medicaid in 1965 and the Affordable Care Act in
2010.

FIGURE 20. Health insurance coverage
Share of the population with health insurance. The lines are loess curves. The
numbers in parentheses are average ten-year percentage-point change, excluding
changes from the last year in office of an outgoing party to the first year in office of
an incoming party (e.g. change from 2000 to 2001). Data source: Council of
Economic Advisors, “Methodological Appendix: Methods Used to Construct a
Consistent Historical Time Series of Health Insurance Coverage,” 2014, using
data from the National Health Interview Survey and other surveys.

Republicans tend to emphasize crime control more than Democrats. Yet
as figure 21 shows, there’s been no partisan difference in the homicide
rate. The same is true for the incarceration rate, shown in figure 22.

FIGURE 21. Homicides
Share of the population killed by homicide. The lines are loess curves. The
numbers in parentheses are average ten-year percentage-point change, excluding
changes from the last year in office of an outgoing party to the first year in office of
an incoming party (e.g. change from 2000 to 2001). Data source: 1960ff are from
FBI, “Uniform Crime Reports”; 1933-60 are from FBI, “Uniform Crime Reports,” as
reported in M. Dwayne Smith and Margaret A. Zahn, Homicide: A Sourcebook of
Social Research, Sage, 1998, figure 2.1.

FIGURE 22. Incarceration
Share of the population in federal prison, state prison, or local jail. The lines are
loess curves. The numbers in parentheses are average ten-year percentage-point
change, excluding changes from the last year in office of an outgoing party to the
first year in office of an incoming party (e.g. change from 2000 to 2001). Data
source: Bureau of Justice Statistics, “Total Correctional Population.”

Republicans tend to favor few if any restrictions on Americans’ access to
guns, whereas many Democrats prefer more restrictions. Figure 23 shows
a meaningful partisan difference in the rate of gun ownership. Much of this
owes to sizable drop in the 1990s, but that wasn’t a fluke. The Clinton
administration’s 1994 crime law banned some types of assault weapons
and put tighter limits on the purchase of handguns. The share of
American homes with a gun fell by nine percentage points over the
ensuing decade, but then the restrictions expired and gun ownership
began to increase again.

FIGURE 23. Gun ownership
Share of homes with a gun. The lines are loess curves. The numbers in
parentheses are average ten-year percentage-point change, excluding changes
from the last year in office of an outgoing party to the first year in office of an
incoming party (e.g. change from 2000 to 2001). Data source: Gallup.

Republicans have expressed much more concern than Democrats about
the decline of marriage and two-parent families. Figure 24 shows that the
share of 35-to-64-year-olds who are married has declined more rapidly
under Democratic presidents than under Republican ones. On the other
hand, as figure 25 shows, the out-of-wedlock birth rate has increased
more rapidly under Republican presidents than under Democrats. Both of
these, I suspect, are correlations with no actual causal effect.

FIGURE 24. Marriage
Married persons age 35-64 as a share of all persons age 35-64. The lines are
loess curves. The numbers in parentheses are average ten-year percentage-point
change, excluding changes from the last year in office of an outgoing party to the
first year in office of an incoming party (e.g. change from 2000 to 2001). Data
source: General Social Survey, sda.berkeley.edu, series marital.

FIGURE 25. Out-of-wedlock births
Share of children born to unmarried women. The lines are loess curves. The
numbers in parentheses are average ten-year percentage-point change, excluding
changes from the last year in office of an outgoing party to the first year in office of
an incoming party (e.g. change from 2000 to 2001). Data source: National Center
for Health Statistics.

Republicans and Democrats also have disagreed, at least during the past
decade, about whether homosexuals should be allowed to marry. It’s no
surprise that, as figure 26 shows, the big expansion in access to legal
same-sex marriage occurred under a Democratic president, though it was
state legislatures and courts and then the Supreme Court that were
responsible for the expansion.

FIGURE 26. Legal same-sex marriage
Number of states in which same-sex marriage is legal. The lines are loess
curves. The numbers in parentheses are average ten-year change.

Abortion is another social issue on which Republicans and Democrats tend
to be on opposite sides. Figure 27 suggests no partisan difference in the
frequency of abortions. The rate increased under both Republican and
Democratic presidents in the 1970s and then subsequently fell under
both.

FIGURE 27. Abortions
Abortions per 100 women age 15-44. The lines are loess curves. The numbers in
parentheses are average ten-year change, excluding changes from the last year in
office of an outgoing party to the first year in office of an incoming party (e.g. change
from 2000 to 2001). Data sources: Rachel K. Jones and Kathryn Kooistra,
“Abortion Incidence and Access to Services in the United States, 2008,”
Perspectives on Sexual and Reproductive Health, 2011, table 1; Rachel K. Jones
and Jenna Jerman, “Abortion Incidence and Service Availability in the United
States, 2011,” Perspectives on Sexual and Reproductive Health, 2014, table 1.

Republicans have been much more likely than Democrats to favor laws
benefitting organized religion. While the US remains a very religious
country, religiosity has declined somewhat since the 1960s. As figure 28
shows, there is no apparent partisan contribution to this decline.

FIGURE 28. Religiosity
Share of the population with some religious preference. Question: “What is your
religious preference — Protestant, Roman Catholic, Jewish, another religion, or no
religion?” The numbers shown here are calculated as 100 minus the share who
respond “no religion.” The lines are loess curves. The numbers in parentheses
are average ten-year percentage-point change, excluding changes from the last
year in office of an outgoing party to the first year in office of an incoming party (e.g.
change from 2000 to 2001). Data source: Gallup, “Religion,”
gallup.com/poll/1690/religion.aspx.

Immigration has become a partisan issue only recently. Prior to the
second term of George W. Bush, divisions on immigration policy tended
to be mainly within the two parties rather than between them. As figure
29 shows, there is no noteworthy partisan difference in immigration
trends. The foreign-born share of the US population declined following the
(bipartisan) restrictionist legislation passed in the 1920s and then began
rising after the (bipartisan) 1965 reform.

FIGURE 29. Immigration
Foreign-born share of the population. The lines are loess curves. The numbers in
parentheses are average ten-year percentage-point change, excluding changes
from the last year in office of an outgoing party to the first year in office of an
incoming party (e.g. change from 2000 to 2001). Data source: Census Bureau.

One of the most consistent differences between Democrats and
Republicans has concerned military spending, with Republicans generally
favoring more and Democrats less. Figure 30 shows that we don’t
observe this difference over the whole of the period from 1933 to 2016. If
we focus on the years since 1980, we do.

FIGURE 30. Military spending
Share of GDP. The lines are loess curves. Years of extremely high spending due
to World War II are omitted. The numbers in parentheses are average ten-year
percentage-point change, excluding changes from the last year in office of an
outgoing party to the first year in office of an incoming party (e.g. change from 2000
to 2001). The second numbers are for 1980ff. Data sources: 1914-48 are from
Correlates of War Project, cow.dss.ucdavis.edu; 1949ff are from SIPRI Military
Expenditure Database.

Each of the parties has gone through periods in which it prioritized a
balanced government budget and others in which it downplayed this
issue. Over the past generation Republicans have tended to express the
most worry about the dangers of a large government debt, and yet as
figure 31 indicates, it is Republican administrations that have contributed
the most to that debt, largely due to combining tax cuts with hikes in
military spending.

FIGURE 31. Government debt
Share of GDP. The lines are loess curves. The numbers in parentheses are
average ten-year percentage-point change, excluding changes from the last year in
office of an outgoing party to the first year in office of an incoming party (e.g. change
from 2000 to 2001). The second numbers are for 1980ff. Data source: St. Louis
Fed, FRED database, series GFDGDPA188S.

Trust is important in a liberal society. It underpins democracy, lubricates
the economy, bolsters community, and makes life more pleasant.13 In the
United States, trust has been declining since the early 1970s (perhaps
since the mid-1960s). It isn’t clear why there would be a partisan
difference, yet as figure 32 reveals, this decline has occurred almost
entirely under Republican presidents.

FIGURE 32. Trust
Share of US adults saying “most people can be trusted.” Other response option:
“you can’t be too careful in dealing with people.” The lines are loess curves. The
numbers in parentheses are average ten-year percentage-point change, excluding
changes from the last year in office of an outgoing party to the first year in office of
an incoming party (e.g. change from 2000 to 2001). Data source: General Social
Survey, sda.berkeley.edu, series trust.

Both parties surely want Americans to be happy. Has either done better
than the other at contributing to happiness? Data from the General Social
Survey, shown in figure 33, suggest that the share of Americans saying
they are “very happy” has tended to increase during Democratic
presidencies and decrease during Republican ones. Research using data
from a large number of countries finds that economic security and
individual autonomy tend to boost happiness.14 Democrats have been
more likely than Republicans to pursue both, so it’s possible that this
partisan difference is causal. But it’s difficult to be certain.

FIGURE 33. Happiness
Share of US adults saying they are “very happy.” The lines are loess curves. The
numbers in parentheses are average ten-year percentage-point change, excluding
changes from the last year in office of an outgoing party to the first year in office of
an incoming party (e.g. change from 2000 to 2001). Data source: General Social
Survey, sda.berkeley.edu, series happy.

Last, though definitely not least in importance, let’s look at climate
change. Over the past several decades the two parties have differed
sharply in their orientation, with Democrats acknowledging human-caused
climate change and Republicans tending to deny it. Democrats also have
tended to favor aggressive policies to reduce greenhouse gas emissions.
But they’ve had little success in getting such policies enacted. Even if they
had, slowing climate change would inevitably take time. It isn’t too
surprising, then, that in figure 34 we see no partisan difference in average
change in the earth’s measured temperature.

FIGURE 34. Earth’s average temperature
Difference from the 1910-2000 average. Land and ocean. The lines are loess
curves. The numbers in parentheses are average ten-year change, excluding
changes from the last year in office of an outgoing party to the first year in office of
an incoming party (e.g. change from 2000 to 2001). Data source: National Oceanic
and Atmospheric Administration, ncdc.noaa.gov/cag/time-series/global.

So what have we discovered? While these patterns need to be
investigated more thoroughly, the data suggest no clear difference
between Democratic and Republican presidents on 20 of the 30
outcomes:
Income inequality: top 1%’s share
Economic growth
Median wealth

Homeownership
Stock market
Unionization
Black-white income ratio
Female-male pay ratio
College graduates
Life expectancy
Homicides
Incarceration
Marriage
Out-of-wedlock births
Abortions
Religiosity
Immigration
Imports
Trust
Earth’s average temperature
We do observe a partisan difference for 10 of the outcomes (the party
achieving better performance is listed in parentheses):
Employment (D)
Poverty (D)
Minimum wage (D)
Median income (D)
Health insurance (D)
Gun ownership
Legal same-sex marriage (D)
Military spending
Government debt (D)
Happiness (D)
An important caveat: The focus here has been on partisan effects that
show up within a fairly short period of time, but for some outcomes, such
as economic growth, life expectancy, happiness, and climate change, the
impact of policy changes may be visible only with a considerable time lag.
PARTISAN EFFECTS: CROSS-STATE COMPARISON
It would be helpful to also compare across the US states. But this would
need to be done very carefully. A number of conservative southern states
had Democratic governors and legislatures until relatively recently, due to
the legacy of the Civil War. And some moderate or liberal states,
particularly in the northeast and the west, have frequently had Republican
governments. Devin Caughey and colleagues have created a measure of
policy liberalism for state governments. Figure 35 shows the trend in
liberalism for each of the 50 states since the mid-1930s. The red and blue
lines running through the middle of the graph show the average for
states that have, respectively, a Republican governor or a Democratic
governor. According to this measure, it isn’t until the late 1990s that
policies in states with a Democratic governor were more likely to be liberal
than policies in states with a Republican governor.

FIGURE 35. State policy liberalism
State policy liberalism scores, based on nearly 150 policies (at least 43 in each
year). Blue and red loess lines indicate the average policy liberalism of states with,
respectively, Democratic and Republican governors. Source: Devin Caughey,
Christopher Warshaw, and Yiqing Xu, “Incremental Democracy: The Policy Effects
of Partisan Control of State Government,” 2016, figure 1.

SUMMARY
In the world’s rich democratic nations, party control of government has
had a large effect on government policy, particularly the expansiveness
and generosity of public insurance. This has contributed to cross-country
differences in economic security, poverty, and income inequality.
In the United States, the “left” party is more moderate and presidents
have less ability (due to separation of powers) to enact their preferred
policies, so we would expect to observe limited effects of party control of
the presidency. On quite a few outcomes, we do in fact see little or no
impact. But we also observe real and sometimes strong effects of
presidents on a significant number of outcomes.
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Polarization has two dimensions: movement away from the center toward
the extremes and sorting into distinct groups. Americans haven’t moved
away from the center in their opinions on policy questions or in their
overall political orientations. But they’ve sorted themselves more cleanly
into the country’s two political parties. The parties themselves, as judged
by their elected representatives, have both sorted into distinct groups
and moved away from the center.
How has this happened? What impact has it had?
AMERICANS HAVEN’T MOVED AWAY FROM THE
CENTER IN THEIR POLITICAL VIEWS
To many Americans it feels like we’re more polarized now than in the past.
In national elections the country is split into reliably “red” Republican
states and consistently “blue” Democratic states. There are more straight
party-line votes in congress. And across the political spectrum the
rhetoric seems more oppositional and confrontational.1
The most striking evidence of polarization, in the minds of many, is the
red and blue map describing the results of recent presidential elections.
Since 2000, the map has tended to look more or less like figure 1, which
shows the 2016 results. It suggests a nation sharply divided between
liberals and conservatives, with each side dominating broad swaths.

FIGURE 1. Red and blue America

Cartogram depicting 2016 presidential election vote results by state. Red:
Republican candidate got the most votes in the state. Blue: Democratic candidate
got the most votes. The states are sized in proportion to their population. Source:
Mark Newman, “Maps of the 2016 US Presidential Election Results.”

But the image of a polarized nation conveyed by this picture is misleading
in several respects.
First, a closer look at the electoral map reveals a more complicated
picture. Figure 2 shows vote results from the same election, the 2016
presidential contest, amended in two ways: the results are shown by
county instead of by state; and the colors indicate the winning candidate’s
share of the votes, rather than simply which party’s candidate won, with
shades of purple to convey relatively close outcomes. This map suggests
a much less divided nation.

FIGURE 2. Purple America
Cartogram depicting 2016 presidential election vote results by county. Colors
represent the share of presidential votes for the candidate getting the most votes
in the county. The counties are sized in proportion to their population. Source: Mark
Newman, “Maps of the 2016 US Presidential Election Results.”

Second, the occurrence of close elections with dependably Democratic and
Republican states (or counties) doesn’t necessarily imply that political
views have spread apart. Figure 3, from Morris Fiorina, illustrates why.
The horizontal axis of each chart represents political views on a left-toright scale, from liberal on the left to conservative on the right. The
vertical axis indicates the share of voters who hold those views. In the
top chart, most people are either liberal or conservative; relatively few are
in the center. Because the liberal share is about the same as the
conservative share, the election will be close.
In the lower chart we also get a close election. But voters aren’t polarized.
Most are in the middle.

FIGURE 3. Two close election scenarios — one due to polarization, the
other not
The horizontal axis of each chart represents political views on a left-to-right scale,
from liberal on the left to conservative on the right. The vertical axis indicates the
share of voters who hold those views. Source: Morris P. Fiorina with Samuel J.
Abrams and Jeremy C. Pope, Culture War? The Myth of a Polarized America,
Pearson Longman, 2005, p. 8.

Which of these two scenarios is closer to the actual distribution of
Americans’ views? The General Social Survey (GSS) regularly asks a
representative sample of American adults to place themselves on “a
seven-point scale on which the political views that people might hold are
arranged from extremely liberal to extremely conservative.” In the first
year of the survey, 1974, the distribution of views looked like the lower
chart in figure 3. The polarization hypothesis predicts a movement over
time toward figure 3’s upper chart. But as figure 4 shows, that hasn’t
happened. The distribution of political views in 2014, the most recent GSS
year, is very similar to the distribution in 1974, with most Americans in
the middle. Our political orientations haven’t spread apart to any
appreciable degree.2

FIGURE 4. Political views
Estimated share of US adults. Seven response options: extremely liberal, liberal,
slightly liberal, moderate, slightly conservative, conservative, extremely
conservative. Data source: General Social Survey, sda.berkeley.edu, series
polviews.

Figure 5 shows the same data in a different way. It collapses the seven
political views categories from figure 4 into three — liberal (the three
categories on the left side of figure 4), moderate (the one in the middle),
and conservative (the three on the right) — and shows the share of
Americans in each of these three groups since the mid-1970s. If political
views were spreading apart, we would see an increase in the shares
identifying as liberal and/or conservative and a decrease in the share
identifying as moderate. What actually occurred is an increase for
conservatives between the mid-1970s and the mid-1980s, mainly at the
expense of liberals, and no change for any of the three groups since then.

FIGURE 5. Political views
Estimated share of US adults. Seven response options: extremely liberal, liberal,
slightly liberal, moderate, slightly conservative, conservative, extremely
conservative. The three liberal groups are combined here as “liberal.” The three
conservative groups are combined here as “conservative.” Data source: General
Social Survey, sda.berkeley.edu, series polviews.

Trends in Americans’ attitudes on particular policy questions point to the
same conclusion. Figure 6 shows views about whether the government
should reduce income differences between the rich and the poor.
Interviewees are asked to score their view on a seven-point scale. The
polarization hypothesis predicts a rise in the shares on the two ends of
the scale, which are shown in the graph. That isn’t what has happened.

FIGURE 6. Views on whether government should reduce income
differences between the rich and the poor
Estimated share of US adults. Question: “Some people think that the government
in Washington ought to reduce the income differences between the rich and the
poor, perhaps by raising the taxes of wealthy families or by giving income
assistance to the poor. Others think that the government should not concern itself
with reducing this income difference between the rich and the poor. Here is a card

with a scale from 1 to 7. Think of a score of 1 as meaning that the government
ought to reduce the income differences between rich and poor, and a score of 7
meaning that the government should not concern itself with reducing income
differences. What score between 1 and 7 comes closest to the way you feel?”
Strongly agree: responses 1 and 2. Strongly disagree: responses 6 and 7. Data
source: General Social Survey, sda.berkeley.edu, series eqwlth.

Figure 7 shows attitudes about abortion, one of the country’s most
contentious policy issues. The General Social Survey asks respondents
whether they think abortion should be legal under various circumstances.
A strong “pro-choice” position is represented by those who say they
agree that abortion should be legal regardless of the reason the woman
wants it. A strong “pro-life” position is represented by those who say
they believe abortion shouldn’t be legal even if the pregnancy resulted
from rape. The polarization hypothesis predicts that the shares holding
these two positions has increased sharply over time. They have increased,
but only a little.

FIGURE 7. Views on abortion
Estimated share of US adults. Question: “Please tell me whether or not you think it
should be possible for a pregnant woman to obtain a legal abortion if ….” Data
source: General Social Survey, sda.berkeley.edu, series abany, abrape.

Finally, figure 8 shows responses to a General Social Survey question
about party identification. The polarization hypothesis predicts that the
share identifying as Democratic and the share identifying as Republican
have increased, while the share identifying as independent has declined.
Instead, if anything it’s the share choosing independent that has risen.

FIGURE 8. Party identification
Estimated share of US adults. Eight response options: strong Democrat, not
strong Democrat, independent leaning Democrat, independent, independent

leaning Republican, not strong Republican, strong Republican, other party.
“Democrat” here is the three Democrat groups. “Independent” is the one
independent group. “Republican” is the three Republican groups. Those choosing
“other party,” usually just 1% or 2%, are excluded. Data source: General Social
Survey, sda.berkeley.edu, series partyid.

The data suggest, in short, that Americans haven’t pulled away from the
center in their opinions on key policy questions or in their overall political
views. In this respect, we haven’t split into two distinct, opposing camps.
ELECTED REPRESENTATIVES IN THE TWO PARTIES
HAVE SORTED AND MOVED AWAY FROM THE CENTER
Americans haven’t spread apart in their political views or their opinions on
policy questions, but elected representatives in the two political parties
have.3
The Democratic and Republican parties have each become more
ideologically cohesive. Until recently, both parties were loose collections of
individuals with varying orientations and policy preferences. This was
largely a legacy of the Civil War and the New Deal. In the south, many
viewed the Civil War as a military invasion engineered by the Republican
Party. For the better part of the following century, political competition in
the south occurred entirely within the Democratic Party rather than
between Democrats and Republicans. With the New Deal legislation in the
1930s, the Democrats became the party in favor of government
intervention to enhance economic security and opportunity. Although this
conflicted with the conservative orientation of many southern Democrats,
they remained in the party until the Civil Rights Act of 1964 aligned the
national Democratic Party with equal rights for African Americans. So in
the middle part of the twentieth century, the Democratic Party was a
heterogeneous conglomeration of northeastern liberals, conservative
southerners, and moderates sprinkled throughout other parts of the
country. The Republican Party was a little more cohesive, but it too
ranged from west-coast and plains-state libertarians to east-coast
moderates (“Rockefeller Republicans”).
While conservative southerners have been moving to the Republican Party
in recent decades, liberals in the rest of the country have been switching
to the Democrats.4 The ideological purification of the two parties is now
complete: in both the House of Representatives and the Senate, the
leftmost Republican is to the right of the rightmost Democrat.5
As the parties have become more homogenous, their ideological center of
gravity has shifted away from the middle and toward the ends of the
political spectrum, and this too has contributed to polarization. In one
respect this is surprising. An influential theory in political science suggests
that in a two-party political system each party will tend to position itself
as close as possible to the other one on the issues, in order to maximize
its vote share.6
But several characteristics of America’s electoral system foster party
polarization. First, most candidates rely heavily on private contributions
for campaign funding. Since 1980, the share of funding coming from
individuals, including individuals from outside the district or state, has
increased. And these contributors tend to be more extreme in their views
than organizations and noncontributing citizens.7
Second, House and Senate legislators get elected as individual candidates

in local or statewide races, rather than as members of a party in a
nationwide election. To get elected, they must first win a primary election
among voters within their party, and primary-election voters tend to be
less centrist than voters in general elections. Adding to this, redistricting
efforts have shaped House of Representatives districts in such as way as
to make them “safe” for one of the parties, which means the candidate
that emerges from the primary election is a virtual shoe-in to win the
general election.
Third, incumbents tend to enjoy large election advantages due to name
recognition and the ability to fundraise. This reduces their incentive to
shift toward the center in anticipation of a competitive election battle.
Other possible contributors to party polarization include the relatively
even balance of voter support for each of the two parties and shifts in the
media in recent decades.8
Figure 9 shows trends in the best available indicator of party ideology. It
is an index of votes by lawmakers on a wide array of issues related to the
economy and government intervention. The chart shows the average vote
score on this measure for Democratic and Republican members of the
House and the Senate. Both parties have moved away from the center
over the past half century, particularly since the late 1970s.

FIGURE 9. Voting by Republican and Democratic legislators in the House
and the Senate
Average DW-nominate dimension 1 scores for Republican legislators and
Democratic legislators in the House of Representatives and the Senate. Scores
are based on votes cast. The scale runs from liberal (negative scores) to
conservative (positive scores). Data source: Royce Carroll, Jeff Lewis, James Lo,
Nolan McCarty, Keith Poole, and Howard Rosenthal, “The Polarization of the
Congressional Parties,” Voteview.com.

Figure 10 shows the positioning of Democratic and Republican members
of congress relative to the citizenry. The typical Democrat in congress is
to the left of much of the public, and the typical Republican in congress is
to the right.

FIGURE 10. The parties are farther apart than the people
These data are for 2006. Source: Andrew Gelman, David Park, Boris Shor, Joseph
Bafumi, and Jeronimo Cortina, Red State, Blue State, Rich State, Poor State,
Princeton University Press, 2008, p. 125, using data from Joseph Bafumi and
Michael Herron, “Preference Aggregation, Representation, and Elected American
Political Institutions,” 2007.

The polarization of voting in congress along party lines owes not only to
polarization in ideology among members of congress, but also to greater
discipline imposed by the party leadership, which uses an array of rewards
and punishments — allocation of committee positions, support in
reelection campaigns, and more — to get backbenchers to vote the party
line. The result is that members of each party tend to vote with their
leadership on most issues.9
AMERICANS HAVE SORTED
Americans’ opinions on policy questions haven’t spread apart, but they
have become more closely aligned with the views of their preferred party.
Americans have sorted themselves more cleanly according to party
affiliation. As a result, even though most Americans are still in or near the
middle on most issues, the difference between those who identify as
Democrats and those who identify as Republicans has increased.10 The
Pew Research Center reports that as of 2014, 92% of Republicans are to
the right of the median Democrat, and 94% of Democrats are to the left
of the median Republican.11
Pew has calculated the average difference in opinion between selfidentified Democrats and self-identified Republicans on 48 issues that it
asks about in its surveys. Figure 11 shows the trend in this difference
since the Pew surveys began in 1987. The difference has increased
steadily since the mid-1990s.

FIGURE 11. Difference between Republicans and Democrats on 48
survey questions
Average percentage-point difference. Source: Pew Research Center, “Trends in
American Values: 1987-2012,” 2012, p. 1.

An example is attitudes toward abortion. Figure 12 shows the share of
Americans who hold a strong pro-choice position — they agree that
abortion should be legal regardless of the reason why the woman wants
it. Until the late 1980s, there was no difference between Republicans and
Democrats in this share: about 35% of Democrats held this view, and so
did about 35% of Republicans. But in the 1990s and 2000s a gap
emerged, and as of the most recent GSS survey Democrats were about
20 percentage points more likely than Republicans to hold this position.

FIGURE 12. Pro-choice on abortion: Democrats vs Republicans
Estimated share of US adults. Question: “Please tell me whether or not you think it
should be possible for a pregnant woman to obtain a legal abortion if the woman
wants it for any reason.” “Democrat”: strong Democrat, Democrat, independent
leaning Democrat. “Republican”: strong Republican, Republican, independent
leaning Republican. Data source: General Social Survey, sda.berkeley.edu, series
abany, partyid.

Another example is views on immigration. Since 1994, the Pew Research
Center has asked Americans whether they agree that “immigrants today
strengthen our country because of their hard work and talents.” Figure 13
shows that Republicans and Democrats were similar on this issue until the
mid-2000s, when a sharp separation began.

FIGURE 13. Believe immigrants strengthen our country: Democrats vs
Republicans
Estimated share of US adults. The vertical axis doesn’t begin at zero. Question:
“Which comes closer to your view: Immigrants today strengthen our country

because of their hard work and talents or are a burden on our country because
they take our jobs, housing, and health care.” “Democrat”: Democrat or lean
Democrat. “Republican”: Republican or lean Republican. Data source: Bradley
Jones, “Americans’ Views of Immigrants Marked by Widening Partisan,
Generational Divides,” Pew Research Center, 2016.

A third example is opinions on whether there should be stricter laws and
regulations to protect the environment, which Pew has asked about since
1990. As figure 14 indicates, in the early 1990s Americans identifying as
Democrats and those identifying as Republicans weren’t too far apart on
this issue. But the share of Republicans favoring stricter laws has
dropped dramatically since then, producing an enormous gap as of
2012.12

FIGURE 14. Favor stricter laws and regulations to protect the
environment: Democrats vs Republicans
Estimated share of US adults. The vertical axis doesn’t begin at zero. Question:
“Do you agree or disagree: There needs to be stricter laws and regulations to
protect the environment.” “Democrat”: Democrat or lean Democrat. “Republican”:
Republican or lean Republican. Data source: Pew Research Center, Question
Database, American Values Survey, q40a.

Since the early 2000s, the Gallup organization has regularly asked
Americans about their “views on social issues.” Figure 15 shows a
widening of the gap between Democrats and Republicans, with Democrats
becoming steadily more liberal while Republicans have stayed put.

FIGURE 15. Liberal on social issues: Democrats vs Republicans
Estimated share of US adults. Question: “Thinking about social issues, would you
say your views on social issues are very liberal, liberal, moderate, conservative, or
very conservative?” “Democrat”: strong Democrat, Democrat, independent leaning
Democrat. “Republican”: strong Republican, Republican, independent leaning
Republican. Data source: Jeffrey M. Jones, “On Social Ideology, the Left Catches

Up to the Right,” 2015, using Gallup data.

We also see this growing partisan divide in Americans’ overall political
orientations. Figure 16 shows the political views of those who identify as
Republicans. They have become steadily more conservative since the early
1990s. Democrats, meanwhile, have become more liberal, as figure 17
shows.

FIGURE 16. Political views of Republicans
Estimated share of US adults. Seven response options: extremely liberal, liberal,
slightly liberal, moderate, slightly conservative, conservative, extremely
conservative. The three conservative groups are combined here as “conservative.”
The three liberal groups are combined here as “liberal.” Data source: General
Social Survey, sda.berkeley.edu, series partyid, polviews.

FIGURE 17. Political views of Democrats
Estimated share of US adults. Seven response options: extremely liberal, liberal,
slightly liberal, moderate, slightly conservative, conservative, extremely
conservative. The three liberal groups are combined here as “liberal.” The three
conservative groups are combined here as “conservative.” Data source: General
Social Survey, sda.berkeley.edu, series partyid, polviews.

If Americans’ views now cohere better with those of their preferred party,
we would expect to see less “split-ticket” voting — people voting for the
presidential candidate of one party but the congressional candidate of the
other. Figure 18 shows that this has indeed been the case since around
1980.

FIGURE 18. Ticket-splitting between presidential and House candidates
Share of congressional districts in which the presidential candidate getting the
most votes and the House candidate getting the most votes are from different
parties. The line is a loess curve. Data source: Norman J. Ornstein, Thomas E.
Mann, Michael J. Malbin, Andrew Rugg, and Raffaela Wakeman, “Vital Statistics on
Congress,” Brookings Institution, table 2-16.

In his 2008 book The Big Sort, Bill Bishop argued that our political party
preference influences not only our policy views but also, increasingly,
where we want to live. According to Bishop, we’ve become more likely to
move into and remain in areas where a large share of other residents hold
likeminded political sentiments.13 Subsequent research has questioned
Bishop’s conclusion. One study using a better measure of party
identification found that clustering by party has decreased, rather than
increased.14 Another found that while many Americans would prefer to
have politically-likeminded neighbors, this desire tends to be secondary to
considerations of affordability, proximity to work, school quality,
neighborhood income and racial composition, and perhaps others.15
IS PARTY POLARIZATION HARMFUL?
From the perspective of democracy, there is a benefit to having cohesive
political parties with distinct policy orientations: it provides voters with
clear information about how candidates will behave in office.
The chief downside is an increased likelihood of gridlock — difficulty in
passing new laws or adjusting existing ones. In prior eras, legislating
often succeeded by fashioning a coalition across party lines. While this
was seldom an easy task, party unity makes it more difficult. Figure 19
shows that the number of laws passed by congress has decreased
steadily since the 1960s.

FIGURE 19. Number of laws passed by congress
The line is a loess curve. Data sources: Tobin Grant, personal communication;
GovTrack.us, “Bills by Final Status: Statistics and Historical Comparison.”

Gridlock isn’t an automatic result of party polarization. Parties are
ideologically coherent and vote as a bloc in many other democratic nations
without producing excessive gridlock.16 The problem is polarized parties in
a political system with many “veto points.” Veto points enhance the ability
of a determined minority to block policy changes favored by the majority.
In the United States they include the separate executive and legislative
bodies (in most rich democratic nations the executive, or prime minister,
cannot veto laws passed by the legislature), the existence of two
legislative bodies (most other countries have just one17 ), and the
filibuster practice in the Senate, which requires 60 out of 100 votes to
pass legislation rather than just 51.18 As long as the minority party
controls one of the three lawmaking bodies — the House of
Representatives, the Senate, or the presidency — it can veto virtually any
proposed policy change. Indeed, because it can deploy the filibuster, the
minority doesn’t actually need to control any of the three; it simply needs
41 seats in the Senate.19 Given this institutional setup, having two
polarized parties of roughly equal popularity is a recipe for gridlock.20
Consistent with this worry, we’ve seen growing use of the filibuster during
the era of party polarization, as figure 20 shows.

FIGURE 20. Use of the filibuster in the Senate
Number of cloture filings. The line is a loess curve. Data source: Senate.gov,
“Senate Action on Cloture Motions.”

In the near term, prospects for escaping gridlock are dim. If we take a
longer-run perspective, though, there is, arguably, greater cause for
optimism.21
First, a veto-point-heavy political system with polarized parties doesn’t
preclude compromise. If the leadership of both parties is committed to
negotiation and positive-sum agreements, the institutional hurdles can be
surmounted.
That hasn’t been the case recently, but the fault arguably lies mainly with
the Republican Party, which has adopted a stridently oppositional stance.
Thomas Mann and Norman Ornstein, longstanding congressional
observers who have tended to be evenhanded in their assessment of the
parties, put it this way in a 2012 book: “However awkward it may be for
the traditional press and nonpartisan analysts to acknowledge, one of the

two major political parties, the Republican party, has become an
intransigent outlier — ideologically extreme; contemptuous of the
inherited social and economic policy regime; scornful of compromise;
unpersuaded by conventional understanding of facts, evidence, and
science; and dismissive of the legitimacy of its political opposition. When
one party moves this far from the center of American politics, it is
extremely difficult to enact policies responsive to the country’s most
pressing challenges.”22
This suggests that hope for progress rests largely on whether the
Republican Party’s leadership can pull back toward the center and
abandon the oppositional culture that has dominated the party’s
approach of late. One conceivable trigger is a decisive loss in an otherwise
winnable presidential election. This nearly happened in 2012, as
Republican voters in the presidential primaries flirted with a series of
unelectable conservative candidates — Rick Perry, Newt Gingrich, Herman
Cain, and Rick Santorum — before settling on Mitt Romney as the party’s
nominee. It may happen in 2016, though Donald Trump, the Republican
nominee, isn’t from the party’s conservative wing.
Another push toward Republican moderation could come from the
growing importance of working-class whites as a constituency for the
party. Some thoughtful and prominent voices on America’s right — David
Brooks, Ross Douthat, David Frum, Charles Murray, Ramesh Ponnuru,
Reihan Salam, among others — have noted that this group is struggling
economically and could benefit from government help.23
The Tea Party could forestall the Republican leadership’s shift back to the
center. If it remains vibrant, it will continue to push Republicans toward
the extreme.24 The Tea Party’s influence stems largely from its threat to
contest primary elections against moderate Republicans in congress. If
history is any guide, the Tea Party and other elements of Republican
extremism eventually will be eclipsed or disappear. One way to hasten this
would be a well-funded organization dedicated to supporting moderate
Republicans in primary campaigns against far-right challengers.25
A second potential route out of gridlock is a shift in the balance of
Americans’ party preferences. Party polarization in a veto-point-heavy
political system is less likely to produce gridlock if one party has the
support of a significant majority of voters.26 At the moment, the United
States is more or less a 50-50 nation; each party is preferred by about
half of the electorate. That seems unlikely to persist over the long run. If
and when public opinion shifts in favor of one of the parties, that party
will likely have more opportunity to implement its preferred policy changes.
Third, gridlock in the federal government may encourage state and local
governments to become more active in implementing policy change.
Subnational governments tend to have fewer veto points. And perhaps
more important, with 50 state governments and hundreds of city and
county governments, it is inevitable that in some of them one party will
have a sufficiently strong majority to be able to enact much of its
preferred agenda.27
SUMMARY
Americans haven’t spread apart in their views on policy questions, but
they’ve sorted themselves more cleanly into our two political parties. The
parties have sorted into distinct groups and moved away from the center.
Given America’s political institutions, that has made gridlock more likely.
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Income inequality is inevitable. There is no practical way to ensure that
everyone’s income is the same. It’s also necessary. We need financial
incentives in order to encourage hard work, investment, and
entrepreneurship.
Yet too much inequality is unfair. Much of what determines a person’s
earnings and income — intelligence, creativity, physical and social skills,
motivation, persistence, confidence, connections, inherited wealth,
discrimination — is a product of genetics, parents’ assets and traits, and
the quality of one’s childhood neighborhood and schools. These aren’t
chosen; they are a matter of luck. A nontrivial portion of income inequality
is therefore, arguably, undeserved.
Since the 1970s, income inequality in the United States has increased.
How much? What’s caused this rise? Has it happened in other rich
countries too? How has government responded? Has the increase in
income inequality been offset by mobility? Has consumption inequality also
risen? What do Americans think about income inequality?
INCOME INEQUALITY HAS INCREASED, ESPECIALLY AT
THE TOP
Income inequality has risen sharply in recent decades. Its key feature has
been a growing separation between the incomes of the top 1% and those
of everyone else.1 This is displayed in figure 1. Average income in the top
1% tripled from 1979 to 2013, while incomes in the bottom 60% grew
only modestly.

FIGURE 1. Average income of households in the top 1% and the bottom
60%
Posttransfer-posttax income. The income measure includes earnings, capital
gains, government transfers, other sources of cash income, in-kind income
(employer-paid health insurance premiums, Medicare and Medicaid benefits, food
stamps), employee contributions to 401(k) retirement plans, and employer-paid
payroll taxes. Tax payments are subtracted. The incomes are in 2013 dollars;
inflation adjustment is via the PCE. Data source: Congressional Budget Office,
“The Distribution of Household Income and Federal Taxes, 2013,” Report 51361,
2016, supplemental data, worksheet 3.

Figure 2 shows the top 1%’s share of pretax income going all the way
back to 1913. (These data are from IRS tax records, and the federal
income tax began in 1913.) During the middle of the 20th century, that
share decreased slowly but persistently. It’s since the late 1970s that we
observe a big jump in inequality.

FIGURE 2. Top 1%’s share of income
Pretax income. Includes capital gains. Data source: World Wealth and Income
Database.

Figure 3 shows the trends in the affluent nations for which we have data.2
(The appendix has a separate graph for each country.) The top 1%’s
income share increased nearly as rapidly in Canada, Ireland, Korea, and
the United Kingdom as in the US. It rose significantly but less rapidly in
Australia, Finland, New Zealand, Norway, and Portugal. It increased only a
little or not at all in Denmark, France, Germany, Italy, Japan, the
Netherlands, Spain, Sweden, and Switzerland.

FIGURE 3. Top 1%’s share of income
Pretax income. Excludes capital gains. Data source: World Wealth and Income
Database.

Figure 4 shows that the separation between the top and everyone else
was mainly a story of the top 1%, rather than, say, the top 5% or 10%.
The figure shows the income shares of three groups that comprise the
top 10% — the top 1%, the next 4% (p95 to p99), and the next 5%
(p90 to p95). The income share of the top 1% rose sharply, while the
shares of the other two groups increased modestly or remained constant.

FIGURE 4. Income shares of three groups that comprise the top 10
percent
Pretax income. Excludes capital gains. Data source: World Wealth and Income
Database.

Of income earners in the top 1%, about one in three are executives,
managers, or supervisors, and one in ten are in financial professions.

These two groups account for about half of the income share of the top
1% and nearly two-thirds of the increase in that share since the late
1970s.3 Unlike in the 1920s, most of their income comes from
compensation — salaries, bonuses, fees, stock options, stock awards,
golden parachutes — rather than from assets they own.4
A significant part of the surge in top-end inequality owes to a subset of
the top 1%. There are about 120 million households in the US, so the top
1% are approximately 1.2 million. According to the World Wealth and
Income Database, among the 600,000 or so that comprise the lower half
of the top 1%, average pretax income roughly doubled between 1979 and
2014, from $275,000 to $500,000. Among the 12,000 households that
comprise the top 0.01%, average income quadrupled during those years,
from $7 million to $29 million.
The US Congressional Budget Office (CBO) has merged tax data with
household survey data to create a more complete and accurate source of
information on income inequality. It includes more sources of income, it
subtracts tax payments (to the federal government), and it has good
information on the incomes of those at the top of the distribution and
those in the middle and bottom. Unlike most other sources, it counts the
(estimated) value of employer- or government-provided health insurance
as income.
Figure 5 shows two estimates of the top 1%’s income share in the United
States. The pretax share from the WID (World Wealth and Income
Database) data can be considered an upper bound. It rose from 10% in
1979 to 20% in 2013. The posttransfer-posttax share from the CBO can
be considered a lower bound. It increased from 7% in 1979 to 12% in
2013.

FIGURE 5. Upper bound and lower bound estimates of the top 1%’s
income share
Top 1%’s share of income. Includes capital gains. Data sources: World Wealth
and Income Database (WID); Congressional Budget Office (CBO).

WHY THE SURGE IN TOP-END INCOME INEQUALITY?
What’s caused the sharp increase in income inequality between the top
1% and the rest of Americans since the late 1970s?
Explanations of rising income inequality often begin with education, but
patterns of educational attainment can’t tell us much about why the top
1%’s incomes have separated from everyone else in recent decades,
because Americans in the top 1% aren’t better educated than those just

below them. That also holds for some other factors commonly invoked in
explanations of rising income inequality. High earners more commonly
couple with other high earners today than in former generations, but this
doesn’t distinguish the top 1% from the rest of the top 10 or 20% of
households. Manufacturing employment has declined, the statutory
minimum wage has been flat, and unskilled immigration has risen sharply,
but these are more likely to have contributed to rising inequality between
the middle and the bottom than between the top and everyone else.
There appear to have been seven key causes of the rise in top-end
income inequality5 :
Increases in product market size
Changes in corporate governance and executive pay setting
Increases in the market power of large firms
Financialization
Soaring stock values
Union decline
Reductions in top tax rates
Product market size. By expanding the size of the product market,
technological advance and globalization have produced large increases in
firm revenues, and this translates into big payoffs for superstar athletes,
entertainers, and CEOs.6 A related logic applies to the financial sector.
Computerization and modern communications technology have enabled a
big expansion in the volume of trades, as well as creation of new financial
tools and instruments (leveraged buyouts, junk bonds, home equity
loans, subprime mortgages, derivatives, collateralized debt obligations,
credit default swaps). These in turn have increased the volume of fees
earned by large financial firms, which has made it possible for these
companies to handsomely reward their top creators, analysts, deal
makers, and traders.
Yet beyond sports, entertainment, and finance, growth in product market
size probably can’t account for much of the rise in top-end income
inequality. Technological improvements — large shipping containers,
lighter and stronger packaging materials, computerized logistics
management, the internet, and more — have helped to globalize markets,
boosting their size significantly. But they’ve also brought heightened
competition. American companies now face foreign competitors not only
abroad but also here in the domestic market. Barriers to entry by new
competitors have fallen too, as venture capital firms ease access to
financing and the information and communications revolution enhances
the ability of start-ups to join and utilize global supply chains. Also
problematic for the product market size explanation of rising top-end
income inequality is the fact that many successful American companies
enjoyed soaring revenues in the early post-World War II decades, before
the technology-spurred globalization of product markets, yet
compensation increases for CEOs (chief executive officers) and other
high-level executives were modest during the former period, then huge
during the latter.7
Changes in corporate governance and executive pay-setting. In the midto-late 1970s, higher-ups in large American firms began to change their
perception of the core mission of the firm, of who its most valuable
members are, and of how to compensate them. This shift had a number
of elements.
During the “golden age” of post-World War II capitalism, boards of

directors of large publicly-owned corporations saw the firm’s mission as
increasing market share, revenues, and profits. Profits were invested in
research or equipment, passed on to employees in the form of wage
increases and new hires, or distributed to shareholders as dividends.
Beginning in the late 1970s, this orientation was replaced by the notion
that the principal aim should be to maximize “shareholder value” by
increasing the firm’s stock price.
Wanting to maximize gains for shareholders doesn’t automatically entail
offering large compensation to high-level executives, but it just so
happened that around the same time corporate boards began to view top
executives, and in particular the CEO, as the key to lifting the firm’s share
price.
Prior to the 1980s it was common for large American firms to hire for top
executive positions mainly from within. This meant budding executives
had a financial incentive to stay put, and it meant they had limited ability
to decamp if they wished to. In the 1980s that norm evaporated,
probably pushed along by a similar development in sports (baseball free
agency began in 1976) and entertainment. The ability of top executives to
move among firms increased their leverage in negotiating salaries,
bonuses, and stock options.
As firms increasingly hired CEOs and other high-level executives from a
pool that included outsiders, and as large compensation packages became
the norm, boards of directors turned to compensation consultants for
information about whom to hire and how much to pay them. This has
created a benchmarking and leapfrogging process whereby newly-hired
executives insist on compensation slightly above most of their peers,
some are granted this demand, and that shifts the norm steadily
upward.8
An additional piece of the corporate governance story is the coziness
between top executives and the board of directors who decide on their
compensation packages. Many members of these boards are in effect
handpicked by the CEO and then approved by shareholders who have
little information and limited interest in the details of a company’s
governance. Some board members are executives within the firm itself,
and others are top executives at other publicly-owned companies. They
thus have a direct interest in seeing executive compensation levels rise. In
addition, some know each other personally and hence are more likely to
vote for a generous pay package.
In 1993, the Clinton administration and Congress ruled that a publiclytraded corporation can deduct executive compensation from its taxable
income only if that compensation is tied to the firm’s performance. As a
result, more and more of executive compensation began to come in the
form of stock options — shares in the firm that can be sold after a
specified number of years. As the stock market soared, the payoff from
stock options turned out to be enormous.9
Executives also discovered a way to help temporarily boost their
company’s stock price when it came time to cash in their stock options:
stock buybacks. Purchasing shares of the firm’s own stock drives up the
price of the stock. It also increases the firm’s earnings per share (by
reducing the denominator), a metric investment analysts use in judging a
firm’s performance. Between 2003 and 2012, firms listed on the Standard
& Poor’s (S&P) 500 index used, on average, 54% of their earnings to buy
back their own stock.10

Because the corporate governance explanation has a number of
components, it is difficult to quantify in a way that allows statistical
testing. The explanation works well in terms of timing in the US case;
most of its components are coincident with the rise in executive
compensation and of the top 1%’s income share. It also seemingly works
well in helping us understand country differences. In other rich nations,
the shareholder value revolution, CEO free agency, and compensation via
stock options either didn’t occur at all or happened later than in the
United States. And a number of European countries have institutions —
strong unions and employee election of some members of the board of
directors — that are likely to obstruct sentiment among corporate boards
in favor of huge executive compensation packages.
On the other hand, compensation at the top has risen sharply in a
number of occupations — not just among executives in publicly-traded
firms but also among their counterparts in privately-owned companies
and among financial professionals, partners in large law firms, and top
physicians, athletes, and entertainers.11 So corporate governance shifts
can take us only part of the way in explaining the rising income share of
America’s top 1%.
Large-firm market power. Two recent books — Joseph Stiglitz’s Rewriting
the Rules of the American Economy and Robert Reich’s Saving
Capitalism — argue that the market power of large firms accounts for a
significant share of the growth in top-end income inequality in the United
States. Firms with a dominant position in their product market can deter
potential entrants, weaken existing competitors, and extract more
revenue from customers. They then pass on the resulting above-market
profits, or “rents,” to their top executives.
In Stiglitz’s telling, this process began with government deregulation of
key industries such as airlines and railroads in the 1970s, eventually
extending to telecommunications, finance, and other industries.
Economists and policy makers embraced the notion that ensuring
competition via government oversight and regulation was unnecessary,
even counterproductive. Markets, according to the new perspective, would
ensure ample competition if left alone, particularly in an age of rapid
technological advance and globalization.
Instead, in industry after industry, we’ve gotten the opposite — weaker
competition, more firms with a monopoly or quasi-monopoly position, less
pressure for productivity improvement, more rent-seeking. Patent and
copyright protections give pharmaceutical firms and software developers
exclusive access to revenues from a new innovation. Tech titans benefit
when their service or platform becomes an industry standard — think
Microsoft, Apple, Google, Facebook, and Amazon. According to Reich,
America’s large banks and other Wall Street firms have colluded to enlarge
their profits by driving down the price of corporate takeover targets,
influencing the setting of interest rates, engaging in insider trading, and
more. Large firms also use their resources to lobby for regulations that
further advantage them vis-à-vis competitors, with cable providers
securing local monopoly rights only the most visible example.
Yet while market dominance matters for some firms, this explanation too
has limits. We observe sharp increases in the compensation of CEOs and
other high-level executives across a wide range of industries. In how
many of them is the power of the largest firms greater now than in the
1950s and 1960s, when there was less domestic competition and little
globalization?

Financialization. Over the past century, the financial sector’s share of
America’s GDP has correlated fairly strongly with the top 1%’s share of
income; it was high in the 1920s, then lower for about 50 years, then
high again since the late 1970s. Financial firms’ revenues have grown in
recent decades, and the salaries and bonuses of top financial managers,
traders, and analysts have risen sharply. The amounts for some,
particularly hedge fund managers, are staggering. Moreover, many large
nonfinancial companies have added financial operations such as loans and
credit cards on top of their core business.
The expansion of finance has multiple causes. Globalization, the
emergence of large institutional investors, advances in computing and
telecommunications, the creation of new financial instruments, and
reductions in regulatory constraints have allowed financial companies to
draw on larger pools of funds and to channel those funds into a wider
array of investments. The growing size of large financial firms has allowed
them to seek more risky investments. This has been accentuated by the
expectation of a government bailout should too many of those bets go
sour, on the grounds that a bankruptcy by one or more such firms would
create too much uncertainty in global financial markets. Nonfinancial
companies, struggling in a more competitive global economy and facing
investor demands for strong short-term profit performance, have turned
to financial operations to shore up revenues and profits.
Finance clearly has contributed to America’s top-heavy increase in income
inequality.12 It too, however, is only part of the story. Financial
professionals get one-seventh of the top 1%’s income, and they account
for about one-quarter of the rise in its income share.13 The financial
sector’s share of income has been rising since the 1950s, whereas the
top 1%’s income share only began to increase around 1980. And if we
look across countries, we find a number of anomalies. For instance, the
Netherlands and Japan look similar to the United States in over-time
trends in financial regulation, in finance’s share of income or value-added,
and in financial-sector wages relative to wages in nonfinancial sectors, yet
they are among the rich countries in which the top 1%’s share of income
has risen the least over the past generation.14
The stock market. An important part of the story of rising top-end
income inequality in the United States is the rise in stock prices. The
Standard and Poor’s (S&P) 500 is a common measure of stock-market
values. Over the six decades since the mid-1950s, the correlation
between the inflation-adjusted value of the S&P 500 and the top 1%’s
income share is +0.92. As figure 6 shows, both were flat through the late
1970s and then shot up.

FIGURE 6. S&P 500 index and top 1%’s share of income

Stock values are adjusted for inflation, via the CPI-U-RS. Incomes are pretax,
including capital gains. Data sources: Federal Reserve Bank of St. Louis, FRED
Economic Data, series sp500; World Wealth and Income Database, series top 1%
income share including capital gains.

As I noted earlier, most of the income gains for America’s top 1% have
come from increases in compensation rather than in capital income. Yet a
lot of the movement in compensation over time is tied to the stock
market. A large portion of the mammoth compensation increases for
high-level executives in big firms has come in the form of stock options,
which hinge on increases in the share price of the executive’s firm. A key
part of the rise in pay for financial professionals is linked to trading in
stocks and related financial instruments, which tends to increase when
stock values rise.
The growth of incomes among the top 1% also fuels rising stock values.
The rich tend to save and invest a larger portion of their income than do
middle-class and poor households, so as the incomes of those at the top
soar, more money will go toward purchase of stocks, increasing the
demand for them and hence their price.
When we turn to other rich nations, stock values aren’t always helpful in
accounting for changes in top-end income inequality. In a handful of
countries, the over-time correlation is as strong as in the US. In others,
though, it is weak or nonexistent.
Unions. Where unions exist and are sufficiently strong, they can force
firms to distribute more of the profits to ordinary workers and less to top
executives. Computers, robots, the ability to move to another state or
country, immigration, high unemployment rates, and other developments
have increased employers’ leverage vis-à-vis workers, and in this context
union strength is likely to be especially critical. Unions also can affect
income inequality via a political channel, by pressuring policy makers and
influencing election outcomes.
The unionization rate in the United States has declined sharply during the
period of rising top-end income inequality, falling from 23% in 1979 to
10% in 2014. Then again, the drop in unionization began in the 1950s,
and the decrease in the 1950s, 1960s, and 1970s was comparable to
what has happened since.
Cross-county comparison suggests that union strength has mattered for
income inequality. The contrast between the US and Canada is illustrative.
Canada’s unionization rate has remained fairly constant over the past
generation, and the top 1%’s income share in Canada has risen only half
as much as in the US. Several recent quantitative studies that examine
developments over the past generation in the United States alone or in
the US along with other affluent democracies have found unionization to
be one of the best predictors of variation in the top-end income
inequality.15
In this instance, however, the best predictor isn’t an especially good
predictor. The only one of these studies that provides information needed
to gauge the magnitude of unions’ impact has it predicting a rise in the
top 1%’s income share in the US of 0.5 percentage points. The actual rise
was 10 percentage points.
Taxes. Analyses of the impact of taxes on income inequality typically focus
on how a progressive tax system reduces the share of income that goes

to the rich, and accounts of the rise of top-end inequality in the United
States often point to the tax cuts of presidents Reagan and (George W.)
Bush as key contributors. However, the best estimates we have of the
top 1%’s posttax income share, from the Congressional Budget Office,
suggest that those tax cuts didn’t change the picture very much.16 As
figure 7 shows, in 1979 the top 1%’s after-tax income share was about
83% as large as its pre-tax income share. In 2007, following the Reagan
and Bush tax cuts, it had risen, but only to 89%. In 2013 it was back to
83%. Indeed, changes during the Obama presidency brought the effective
federal tax rate (taxes paid as a share of pretax income) on the top 1%
back up to the level it was at in 1979.

FIGURE 7. Top 1%’s income share before and after taxes
Includes capital gains. Federal taxes only; does not include state and local tax
payments. Data source: Congressional Budget Office, “The Distribution of
Household Income and Federal Taxes, 2013,” Report 51361, 2016, supplemental
data, worksheet 3.

Taxes may have a larger influence on the pretax distribution of income.17
When top statutory income tax rates are lower, people and households at
the top have greater incentive to try to maximize their income. They may
do so by working harder or smarter, or perhaps by grabbing more “rent.”
In the United States, the top statutory federal income tax rate and the
top 1%’s share of pretax income have indeed tended to move in opposite
directions over time. In the 1920s the top tax rate decreased and the top
1%’s income share shot up. The top tax rate rose sharply between 1929
and 1945, and the top 1%’s income share fell sharply. From 1979 to
2007, the top tax rate decreased a good bit and the top 1%’s income
share jumped.
However, there are notable exceptions. The 1963 Kennedy tax reform
reduced the top statutory tax rate from 90% to 70%, yet the top 1%’s
pretax income share continued its slow, steady post-World War II decline.
In the early 1990s the (first) Bush administration and the Clinton
administration increased the top statutory tax rate from 28% to 40%, yet
the top 1%’s income share continued its sharp post-1979 rise. Carola
Frydman and Raven Molloy have looked closely at whether compensation
for top executives in large US firms changes in response to shifts in top
statutory tax rates. Drawing on data going back to the 1940s, they find
no noteworthy correlation between top tax rates and executive
compensation.18
What does the experience of other countries suggest? Data are available
for most of the rich longstanding democracies since the mid-1970s. In

some of them — Australia, Canada, Ireland, New Zealand, Norway,
Portugal, and the United Kingdom, along with the US — we observe the
predicted increase in the top 1%’s income share when the top statutory
tax rate decreases. But in others — Denmark, France, Italy, Japan, the
Netherlands, Spain, and Sweden — we don’t.
All of these countries reduced top income tax rates during this period, but
they differed significantly in the degree of reduction. Did the nations with
larger decreases in top tax rates experience larger increases in their top
1%’s income share? Yes, but the correlation isn’t especially strong.19
Particularly noteworthy is that four English-speaking countries — the US,
the UK, Canada, and Australia — are among those with largest increase in
the top 1%’s income share even though only one of them, the United
States, enacted very large tax rate reductions.
Why isn’t the association stronger? Part of the reason is that hiding
behind statutory tax rates are an assortment of loopholes, deductions,
and “tax expenditures.” These reduce the effective tax rate on persons or
households with high incomes by shielding some, potentially much, of
their pretax income from taxation. Warren Buffett’s famous discovery
that he pays a lower effective federal income tax rate than his office staff
illustrates the point. Moreover, different parts of high incomes — salary,
business income, capital gains — may be taxed at different rates.
A multicausal story. Analysts of rising top-end income inequality
frequently focus on one or another hypothesized cause and conclude that
it is the key contributor. I don’t think any such conclusion is justified.20
The rise in the top 1%’s income share since the late 1970s is a product of
multiple developments, no one or two or even three of which look to have
been dominant.
Nor does it appear that political causes mattered more than economic
ones, or vice versa. Deregulation, tax cuts at the top, the 1993 cap on
deductibility of non-performance-related executive compensation, lack of
support for labor unions, and other policy actions and inactions have
played an important role. But so too have technological advances, the
expansion of markets, changes in corporate culture, and other economic
developments. And even where policy has mattered, it hasn’t necessarily
been decisive. Deregulation of finance is a prominent culprit in many
accounts of rising income inequality, yet nearly all affluent nations had
deregulated their financial sectors as much as the United States by the
early 1990s, with many experiencing nothing like our surge in top-end
income inequality.21 And unions have weakened not only here in the US,
but in many other affluent countries, some of which have a much less
hostile legal climate.
INCOME INEQUALITY WITHIN THE BOTTOM 99%
The United States has a high level of income inequality within the lower
99% of households compared to other rich democratic nations, as figure
8 shows. The level increased significantly in the 1980s and the early
1990s. Since then, however, it has risen only a little. (This chart uses the
Gini coefficient, the most commonly-used measure of inequality — equal
to 0 if everyone’s income is the same and 1 if a single household gets all
the income.22 )

FIGURE 8. Income inequality in the bottom 99%
Gini coefficient. Posttransfer-posttax income, adjusted for household size. The
lines are loess curves. The vertical axis doesn’t begin at zero. Data sources:
Luxembourg Income Study; OECD.

Figures 9 and 10 show that much of this rise in bottom-99% income
inequality occurred above the median. The income ratio of households at
the 90th percentile to households at the median (p50) increased steadily
and to a greater extent than the median-to-p10 ratio.

FIGURE 9. Income inequality in the upper half
Ratio of income at the 90th percentile to income at the 50th percentile.
Posttransfer-posttax income, adjusted for household size. The lines are loess
curves. Data sources: Luxembourg Income Study; OECD.

FIGURE 10. Income inequality in the lower half
Ratio of income at the 50th percentile to income at the 10th percentile.
Posttransfer-posttax income, adjusted for household size. The lines are loess

curves. Data sources: Luxembourg Income Study; OECD.

There are two principal sources of rising inequality within the bottom
99%.23 The first is increased wage inequality. Since the late 1970s, wages
for Americans above the middle have risen fairly steadily, whereas in the
middle and below they have increased only minimally. There are multiple
causes of this development, including shifts in educational attainment,
globalization, technological change, and union decline.24
The second source is changes in household structure and employment.
Employment trends in the 1980s and 1990s tended to reduce the
increase in income inequality by reducing the share of households with
zero earners or a single earner. Since 2000, though, the US employment
rate has declined, so employment trends have accentuated the rise in
inequality.25 The share of households with just one adult has been rising,
which increases household income inequality by increasing the share of
households with only one earner or no earners. Rising marital homogamy
is another contributor to rising inequality; more Americans are coupling
with a person whose employment and wages are similar, so high earners
are becoming more likely to be paired with other high earners, moderate
earners with moderates, and low earners with lows.
Shifts in taxation and/or government transfers could have contributed to
the rise in income inequality between upper-middle-income and middleincome households, but there is little evidence to suggest that they did.
HOW HAS GOVERNMENT RESPONDED?
Have government taxes and transfers become more redistributive in order
to offset the rise in inequality of market incomes?26 Figure 11 shows the
Gini coefficient for market income, for income after government transfers
are added, and for income with transfers added and federal taxes
subtracted. Transfers increased, so inequality of posttransfer-pretax
income (the middle line) didn’t rise as much as inequality of pretransferpretax income (the top line). This happened mainly in the 1990s and in
the 2000s, with the latter consisting largely of increases in spending on
Medicare and Medicaid, which in these data are counted as transfers.
Federal taxes became less redistributive, though only slightly so (figure 7
above), so we see little change in the distance between inequality of
posttransfer-pretax income (middle line) and inequality of posttransferposttax income (bottom line).
On the whole, changes in taxes and transfers didn’t add to the rise in
market inequality, but nor did they reduce it by much.

FIGURE 11. Gini coefficient for pretransfer-pretax income, posttransferpretax income, and posttransfer-posttax income
The lines are loess curves. The vertical axis doesn’t begin at zero. Data source:
Congressional Budget Office, “The Distribution of Household Income and Federal
Taxes, 2013,” Report 51361, 2016, supplemental data, worksheet 8.

OFFSET BY RISING MOBILITY?
Our inequality statistics — Gini coefficient, share of income going to the
top 1%, and others — are calculated based on households’ income in a
single year. This misses the fact that people move up and down over
time.27 Our incomes in any given year may be more dispersed now than
several decades ago, but if many of us are switching places from year to
year, why the fuss?
Two claims need to be distinguished here. One says there is enough
movement up and down in the income distribution over time (in technical
lingo, relative intragenerational income mobility28 ) that we needn’t worry
about single-year inequality at all. It doesn’t matter whether inequality is
high or low; it doesn’t matter whether it’s rising or falling. Single-year
income inequality is simply irrelevant, on this view, because there is a lot
of mobility. Since “a lot” and “enough” are in the eye of the beholder,
evidence can’t confirm or refute this claim.
A second claim says that the rise in income inequality has been offset by a
rise in mobility. Here we can look to the data for a verdict. Has income
mobility increased?
For the bulk of the population — everyone but the richest — we have
multiple sources of mobility data, including the Panel Study of Income
Dynamics (PSID), the Survey of Income and Program Participation (SIPP),
and earnings and income records from the Social Security Administration
and the IRS. Studies using these data find that there has been no
increase in income mobility in recent decades.29
What about at the top? A good bit of the past generation’s rise in
inequality consists of growing separation between the rich, especially the
top 1%, and the rest of America. Has this been accompanied by increased
churn among those at the top? In 2007 the Treasury Department
released a study based on analysis of tax records. It included data on
movement out of the top 1% over two nine-year periods: 1987-1996 and
1996-2005. Single-year income inequality rose sharply during these two
periods; the share of income going to the top 1% going to the top 1% of
households jumped from 11% in 1987 to 14% in 1996 to 18% in 2005.
But according to the Treasury study, mobility was unchanged. Of
households in 1987’s top 1%, 62% were not in 1996’s top 1%. Of
households in 1996’s top 1%, 60% were not in 2005’s top 1%. The large
increase in income inequality has not been offset by a rise in mobility at
the top.30
HAS CONSUMPTION INEQUALITY INCREASED TOO?
Yes, as best we can tell. Recent studies have used the Consumer
Expenditure Survey (CEX) to compare trends in income inequality and
consumption inequality since the late 1970s. The CEX isn’t designed to
effectively capture spending among the top 1%, so it may overestimate or
underestimate the degree to which consumption inequality has increased.
The data suggest that consumption inequality has increased, though

studies have reached varying conclusions about whether it has risen as
much as income inequality.31
DOES INCORPORATING WEALTH ALTER THE INCOME
INEQUALITY TREND?
Some believe we should incorporate wealth into the measure of income.
Specifically, we should add an estimated income stream of, say, 5% of the
value of each household’s net worth. Would doing so change our
conclusion about the trend in income inequality in recent decades?
Not much. Tim Smeeding and Jeffrey Thompson use data from the Survey
of Consumer Finances (SCF) to calculate an income measure that
combines standard income flows with imputed income to assets.
Compared to the CBO income data (figure 11), this measure suggests a
higher level of inequality and a somewhat smaller but still sizable rise in
inequality.32
WHAT DO AMERICANS THINK?
Americans do appear to have noticed that income inequality has been
rising, even before the Occupy Wall Street movement brought the issue
to the forefront in 2011. But this has produced little or no increase in
support for programs that directly address income inequality, for instance
by increasing taxes on the well-off or by increasing transfers to the poor.
Instead, the rise in inequality seems to have increased Americans’ support
for programs perceived as boosting opportunity and economic security,
such as education and health care.33
APPENDIX
The appendix has additional data.
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A generation ago, perhaps even just a few years ago, worry about high or
rising income inequality stemmed mainly from a belief that it is unfair. In
recent years the source of apprehension has shifted. The dominant
concern now is that inequality may have harmful effects on a range of
outcomes we value, from education to health to economic growth to
happiness to democracy and more. Does it?
My answer is organized as follows:
Hypotheses
How should we assess income inequality’s effects?
Education
Health
Family
Safety
Residential mixing
Trust
Economic growth
Employment
Economic stability
Household income growth: the poor
Household income growth: the middle class
Household balance sheets
Equality of opportunity
Happiness
Democracy
Is income inequality harmful?
What should we do?
HYPOTHESES
One hypothesis of interest for some of these outcomes is that a higher
level of income inequality increases inequality in the outcome. For
instance, we might expect greater income inequality to contribute to
greater inequality between the rich and the poor in life expectancy or
happiness.
A second hypothesis is that a higher level of income inequality worsens
the aggregate level of an outcome. For example, greater income inequality
might reduce the average life expectancy or average happiness in a
country.

Third, for some outcomes the hypothesis is that a higher level of income
inequality worsens change in the aggregate level of an outcome. Greater
income inequality might, for instance, reduce a country’s economic growth
(change in per capita GDP) or median household income growth.
HOW SHOULD WE ASSESS INCOME INEQUALITY’S
EFFECTS?
The most informative test, which I’ll use here, is to see whether changes
in income inequality in the world’s rich countries correlate with changes in
the various outcomes. It’s important to understand why this analytical
approach is useful, so bear with me for a moment while I elaborate.
Research on inequality’s effects has examined countries, regions (states,
counties), cities, and individuals. I focus on countries for two reasons.
First, the nation is where we now have the best data on income inequality,
with income measured including transfers and taxes, reliably comparable
across units, and covering a relatively long period of time. Second,
countries are the unit of greatest interest from a policy perspective. Most
of the relevant levers for influencing income inequality are at the level of
the national government, rather than the region or city.
Wouldn’t an examination of individuals provide a cleaner and more
accurate test of inequality’s effects? With individuals we can design
experiments or analyze observational data from very large samples,
whereas with countries neither is possible. However, relying on individuallevel evidence comes with a critical limitation: we don’t know whether
effects we observe will scale up. For example, many studies of individuals
find that people respond to financial incentives in such a way that we
might expect lower tax rates to boost economic growth. Yet when we
look at the world’s rich countries, we find that lower taxes aren’t
associated with faster economic growth. The incentive effect for
individuals evidently is relatively small, or perhaps it is offset by other
effects of taxes that are conducive to growth. Either way, this information
— the impact of taxes on aggregate outcomes for the country — is what
citizens and policy makers need to know. The same is true for income
inequality.
I examine eighteen affluent democratic nations for which we have data on
income inequality and on many of the outcomes of interest: Australia,
Canada, Denmark, Finland, France, Germany, Ireland, Italy, Japan, the
Netherlands, New Zealand, Norway, Portugal, Spain, Sweden, Switzerland,
the United Kingdom, and the United States.1
Why only these countries? After all, they’re a small fraction of the world’s
190-plus nations, and they’re home to only one-seventh of the world’s
population. The reason is that inequality’s effects are likely to be very
different in poor and middle-income countries than in rich ones. For
instance, in less-affluent countries, income inequality tends to reduce
economic growth,2 but the ways in which it does so are specific to this
type of country: it hampers educational attainment, as parents force their
children to work instead of going to school, and it fosters political
instability. Neither of these causal paths applies in rich democracies: few
families keep their children out of elementary or secondary school due to
financial need, and governments aren’t threatened or toppled by groups
demanding less inequality. If we want to understand the impact of income
inequality in affluent democratic nations, we need to confine the analysis
to such nations.

Much existing study of the effects of income inequality is comparative but
static; it is based on patterns across countries at a single point in time.
These “cross-sectional” correlations can be informative, but they also can
be misleading, because nations differ culturally and in other ways that we
can’t measure very well and that might be the true cause of differences in
outcomes such as economic growth or happiness.
To see what I mean, imagine we want to know the effect of a vitamin
supplement on people’s health. One approach would be to collect
information from a large number of people about whether they take the
vitamin supplement and about their health. Suppose we do this and we
find that people who take the supplement tend to have better health. It
would be a mistake to conclude that the supplement caused the better
health, because those who take the supplement may differ from those
who don’t in ways that contribute to good health. Similarly, countries with
lower income inequality may differ from countries with higher inequality in
a variety of ways that affect economic, social, and political outcomes.
A better design for testing the impact of the vitamin supplement is to
measure the health of a set of people, then have a randomly-selected
subset of them take the supplement, and then measure everyone’s health
again at a later point in time. We can’t do this kind of experiment with
countries, but we can approximate it. Between 1979 and 2007, the
degree to which income inequality changed varied markedly across the rich
countries. This variation in changes (“difference in differences”) is useful
for analytical purposes. If nations with larger increases in inequality
experienced more change in an outcome, we can have greater confidence
that a causal relationship exists. Examining the correlation between
changes in the hypothesized cause and changes in the outcome takes
constant, potentially-influential, difficult-to-measure differences between
countries out of play.3
As it happens, the cross-country variation in changes in income inequality
in recent decades is greater than the cross-country variation in average
levels of inequality during that period.4 This is an additional advantage of
studying changes rather than levels.
I focus on change since 1979. This is for three reasons. First, data for
some of the key measures aren’t available before then. Second, this is the
period of substantial change in income inequality, and of substantial
variation across countries in the amount of change.5 Third, causal
processes since the late 1970s are likely to have differed from those in
earlier decades.6
A difference-in-differences analysis presumes that the effect will show up
within the measured time period. Effects of income inequality are likely to
take a while to play out, so I focus on change over the full period from
1979 to 2007, rather than change over a single year or a few years. Three
decades should be sufficient to identify an impact of income inequality.7
Why begin at 1979 and end at 2007? Though trends in income inequality
have tended to be secular rather than cyclical, the business cycle has
some influence. The best way to ensure comparability is therefore to
examine years at similar points in the business cycle, and 1979 and 2007
were business-cycle peaks.8 (In a few years it will make sense to extend
the period of analysis beyond 2007.)
For most of the outcomes, I try controlling for some other potential
influences, such as change in GDP per capita, change in educational

attainment, change in ethnic heterogeneity, and change in the share of
the population that is elderly (aged 65 and over). To keep the
presentation simple, I mention this only when adding such controls alters
the finding.
Changes in income inequality over the past generation have occurred at
two different points in the income distribution. One is between
households at the very top and everyone else; I use the top 1%’s income
share to measure this. The other is among those below the top; I
measure this with the Gini coefficient for households in the bottom 99%.
Figure 1 shows the change in income inequality from 1979 to 2007 in the
eighteen countries according to these two measures. (An appendix has
separate charts for each country showing the over-time patterns.)

FIGURE 1. Change in income inequality, 1979 to 2007
Absolute change from 1979 to 2007. Bottom 99% Gini: posttransfer-posttax
household income. Data source: Standardized World Income Inequality Database.
Top 1% share: pretax income excluding capital gains. Data source: World Top
Incomes Database. For this chart (but not for analyses below), the two series are
converted to a common metric — a scale of 0 to 1, where 0 is the lowest observed
value for all countries and years and 1 is the highest. Then change over time is
calculated. Average: mean of change in bottom 99% Gini and change in top 1%
share.

A difference-in-differences approach is appropriate when we have
significant over-time change in the hypothesized cause, when there is
variation across countries in that change, and when the change is mainly
unidirectional rather than up-and-down. For income inequality in the
world’s rich countries during the period from 1979 to 2007, all three of
these conditions apply (see figure 1 and the appendix).
Okay, on to the evidence.
EDUCATION
Let’s begin with education and some other “social” outcomes. Higher
levels of income inequality may widen disparities in educational attainment.
Income differences can produce differences in children’s capabilities and
aspirations.9 Income inequality may also drive up the cost of college, if
affluent families are willing to pay more and more in tuition and fees to
ensure success for their children and colleges engage in a spending arms
race to compete for students.10 In the United States, college costs have

risen sharply in recent decades. Even with substantial funds available for
financial aid, students from lower-income households may be forced to
pay or borrow too much to attend college.11 As figure 2 shows, rates of
college completion among children from low-, middle-, and high-income
families in the US have indeed diverged in the past generation.

FIGURE 2. College completion by parents’ income, United States
College completion: four or more years of college. Q1-income family: the person’s
family income during childhood was on the lowest quarter of the income ladder.
Q2, Q3, and Q4 refer, respectively, to the second, third, and fourth quarters of the
income ladder. Data source: Martha Bailey and Susan Dynarski, “Gains and Gaps:
A Historical Perspective on Inequality in College Entry and Completion,” in Whither
Opportunity? Rising Inequality, Schools, and Children’s Life Chances, edited by
Greg J. Duncan and Richard J. Murnane, Russell Sage Foundation, 2011, figure
6.3, using National Longitudinal Survey of Youth data.

Income inequality isn’t the only causal factor here. Part of this divergence
very likely owes to widening gaps in family structure, in parents’
education, in parenting behaviors and practices, and perhaps in
neighborhood quality. But the growing inequality of parents’ income
almost certainly is part of the story.12
If greater income inequality tends to reduce equality of college completion,
does it also reduce the average level of college completion? The
hypothesis is that the marginal utility of income in boosting college-going
declines as income increases, so transferring income from the poor to the
rich will reduce the overall share getting a college degree in a country.
However, there are two reasons why higher inequality might not reduce
college completion. First, college completion among children from middleand upper-income families may increase enough to offset stagnation or
decline among those lower in the income distribution.13 Second,
government policy might nullify income inequality’s impact. For instance,
universal public early education will reduce the effect of income differences
on children’s abilities and aspirations, and government subsidization of
college attendance can ensure that it is affordable for all.14
College completion rates have increased in all affluent nations since the
1970s. The eighteen-nation average for the share of 25-to-34-year-olds
with a university degree rose about ten percentage points. But the
amount of increase has varied considerably across the countries, from
just one percentage point in the United States to twenty-one in Finland.
Have changes in income inequality contributed to this variation?
Figure 3 shows the pattern of change in college completion by change in
income inequality from 1979 to 2007 for our eighteen countries. The

predicted association is negative; countries with larger increases in income
inequality should have smaller increases in college completion. But the
data offer no indication of an adverse impact.

FIGURE 3. Change in college completion by change in income inequality,
eighteen countries, 1979 to 2007
The lines are linear regression lines. The values on the axes are for change over
28 years. Income inequality: See the note to figure 1. College completion: Share of
persons age 25 to 34 with a university degree. Figures for 1979, 1989, and 1999
are estimated using the share of those in 2009 with a university degree for the
following age groups: 55-64 (25-34 in 1979), 45-54 (25-34 in 1989), 35-44 (25-34
in 1999). Data source: OECD.

Another measure of educational attainment that might shed some light on
the impact of income inequality is student test scores.15 The most
comparable cross-country data are PISA test scores of fifteen-year-olds.
Unfortunately, these are available only for the years 2000 to 2009. Here
too there is no indication of a negative impact of rising income inequality
(not shown).
HEALTH
Most affluent nations have a universal health care system that makes
good-quality care available to all citizens at little or no out-of-pocket cost.
Even so, length of life tends to vary by income across individuals, perhaps
because additional income allows for better care or contributes to reduced
stress, better diet, and more exercise.16 This implies that greater income
inequality will produce greater inequality of longevity within countries.
That is indeed what we observe in the United States. Income inequality
has increased steadily since the late 1970s, and during this period the gap
in life expectancy between Americans with low income and those with high
income has widened sharply, as figure 4 shows. We don’t know how much
of this widening is caused by income.17 Comparable over-time data for
other rich nations would help, but such data don’t exist.

FIGURE 4. Life expectancy by income, United States
Life expectancy for males at age 50. Data source: Ronald Lee et al, The Growing
Gap in Life Expectancy by Income, National Academies Press, 2015, figure 3-2.

More controversial is the notion, first advanced by Richard Wilkinson in
the early 1990s, that higher income inequality contributes to lower
average life expectancy.18
There are three main hypotheses about why income inequality might
reduce average life expectancy. One is that the marginal utility of income
in improving health declines as income rises. Life expectancy rises with
income, but as we move up the income ladder the degree of improvement
per extra unit of income declines. Thus, taking some money from a poor
person and giving it to a rich person should increase the life expectancy of
the rich person by less than it reduces the life expectancy of the poor
person.
The second hypothesis is that larger differences in income within a society
increase stress. Richard Wilkinson and Kate Pickett posit that “Greater
inequality seems to heighten people’s social evaluation anxieties by
increasing the importance of social status…. If inequalities are bigger, so
that some people seem to count for almost everything and others for
practically nothing, where each one of us is placed becomes more
important. Greater inequality is likely to be accompanied by increased
status competition and increased status anxiety.”19
The third hypothesized causal link is public policy. Greater income
inequality may produce heightened opposition by the rich to higher taxes,
thereby blocking expansion of public health care coverage or widespread
adoption of new medical technology.20 If so, the quality of health care
services and the quantity of its provision might improve less than they
otherwise would.
A large number of studies have concluded that income inequality is indeed
negatively correlated with average life expectancy.21 However, virtually all
of these studies are cross-sectional. They examine the association
between the level of income inequality and the level of life expectancy
across nations, regions, counties, or cities at a single point in time.
Studies analyzing differences in differences across countries have not
found a negative association between changes in income inequality and
changes in life expectancy.22 Several relatively comprehensive reviews
therefore conclude that the empirical case for an effect of income
inequality on life expectancy is very thin.23 The most recent of these
summarizes this conclusion in the following way: “A few high-quality
studies find that inequality is negatively correlated with population health,

but the preponderance of evidence suggests that the relationship
between income inequality and health is either non-existent or too fragile
to show up in a robustly estimated panel specification. The best crossnational studies now uniformly fail to find a statistically reliable relationship
between economic inequality and longevity.”24
Life expectancy data are estimates, based on current mortality data and
projections of future trends. They are nevertheless regarded as fairly
reliable for comparison both across countries and over time. Life
expectancy increased in all of the countries during these three decades.
The eighteen-nation average rose from 74 years in 1979 to 80 years in
2007. In most of these countries, income inequality increased during this
period. This suggests that if inequality does adversely affect life
expectancy, its effect has been weaker than that of whatever has been
driving improvements in longevity — increased access to medical care,
improved quality of medical care, better diet, more exercise, less smoking,
and so on. If income inequality has adversely affected longevity, it has
done so by slowing the degree of increase over time.
The two charts in figure 5 show change in life expectancy by change in
income inequality for our eighteen countries. On the vertical axis is change
in life expectancy. It’s adjusted for a catch-up process — countries that
began the period with lower life expectancy experienced faster increases
than those beginning with high levels, probably because advances in
medical devices, nutritional information, and other improvements are
easily borrowed by laggards. On the horizontal axis is change in income
inequality, measured in the first chart as the bottom 99% Gini and in the
second chart as the top 1%’s income share.

FIGURE 5. Change in life expectancy by change in income inequality,
eighteen countries, 1979 to 2007
“+” = smaller increase; “++” = larger increase. The lines are linear regression
lines. Income inequality: See the note to figure 1. Life expectancy: Years of life
expectancy at birth. Change in life expectancy is adjusted for starting level; the
vertical-axis measure is the residuals from a regression of 1979-to-2007 change
in life expectancy on 1979 level of life expectancy. The range from “+” to “++” on the
vertical axis is 4 years. Data source: OECD.

The first chart suggests no association. In the second chart we see the
predicted negatively-sloped pattern, but the estimated size of the effect
isn’t especially large. A US-size rise in income inequality — an increase in
the top 1%’s income share of about ten percentage points over three
decades — is estimated to reduce life expectancy by approximately half a
year. Half a year of life is nothing to sneeze at, of course, but bear in
mind that during the period from 1979 to 2007 life expectancy in these
eighteen countries increased by an average of six years.25 And if we
control for change in smoking, the negative association between change in

life expectancy and change in the top 1%’s income share disappears
entirely.26
Life expectancy isn’t the only relevant measure of health. Another for
which we have extensive data is infant mortality. Analysis of changes in
infant mortality yields a similar conclusion (not shown).
In recent decades obesity has become a significant health problem.27
Greater income inequality might contribute to greater obesity. Across
individuals, those with higher income are less likely to be obese. If the
marginal utility of income in reducing obesity declines as income rises, we
can expect more income inequality to yield more obesity. Another
hypothesis is that income inequality increases status competition, which
increases stress, which in turn prompts overeating.28
Across countries and across the US states, the level of obesity seems to
be positively correlated with the level of income inequality.29 But as I’ve
emphasized, we should be wary of trusting cross-sectional associations.
What can we learn by examining changes in the rich nations?
Figure 6 shows change in the obesity rate by change in income inequality
for eighteen countries. For both measures of income inequality, the
pattern summarized by the solid regression line suggests support for the
notion that income inequality increases obesity.

FIGURE 6. Change in obesity by change in income inequality, eighteen
countries, 1979 to 2007
The lines are linear regression lines. The solid regression line includes all
eighteen countries; the dashed line excludes Australia, Japan, New Zealand, the
UK, and the US. The values on the axes are for change over 28 years. Income
inequality: See the note to figure 1. Obesity: Share of adults with body mass index
greater than 30. For Australia, Japan, New Zealand, the United Kingdom, and the
United States, the obesity estimate comes from actual measurements of people’s
height and weight. For other countries the obesity estimate comes from surveys in
which people report their height and weight to the interviewer. Data source: OECD.

But there are two problems. First, for the four nations in the upper-right
corner — Australia, New Zealand, the United Kingdom, and the United
States — the obesity estimates are based on actual measurements of
people’s height and weight, whereas for the other nations (except Japan)
they are from self-reports by survey respondents. It’s possible that selfreported data not only underestimate the true level of obesity in a
country (they do, by three to seven percentage points) but also the
degree of change over time. If so, the positive association described by
the solid lines in figure 6 may be overestimated or altogether wrong.
Second, if the obesity rate has in fact risen faster in Australia, New
Zealand, the UK, and the US than in other rich nations, there is a

plausible alternative hypothesis as to why: these countries’ weak
regulation of food and restaurants and their lack of a well-entrenched
healthy eating culture. In this account, large-portion restaurants,
particularly fast-food ones, proliferated more rapidly in these countries
than in others, junk food became available in grocery and convenience
stores sooner and in larger quantities, and the shift away from home
cooking and limited snacking occurred more quickly and decisively.30
Given these considerations, it’s worth looking at the association between
change in income inequality and change in obesity with Australia, New
Zealand, the UK, and the US excluded. The dashed lines in figure 6
suggest a lack of association across the other countries.
As an additional check, we can look at the US states. Obesity data are
available from 1995 to 2009. There is no association across the states
between change in obesity over these years and change in income
inequality (bottom 99% Gini).31
A final health indicator is self-reported health. Survey respondents are
asked to rate their health as very good, good, fair, or poor. Several
recent studies find no relationship across countries between income
inequality and average self-reported health.32
What can we conclude? Income inequality very likely widens disparities in
health, but it doesn’t appear to have much impact on average life
expectancy, infant mortality, obesity, or self-reported health.33
FAMILY
Does income inequality affect family formation and stability? We do
observe, across individuals in the United States, a rising correlation
between income and nonmarriage, divorce, teen birth, out-of-wedlock
birth, and single parenthood. Each of these has decreased less or
increased more among Americans with low income. Though it is difficult to
separate the effect of income from that of education, it looks likely that
rising income inequality has contributed to rising disparities in family
problems.34
Is there also an impact on the aggregate (average) level of family
formation and stability? Income inequality may increase teen and/or outof-wedlock childbearing by weakening women’s perceived opportunity to
thrive in the labor market, by undermining men’s ability to support a
family, and by fostering unrealistic views among young people about the
economic wherewithal needed for a successful marriage.35 Several studies
have found an association between income inequality and the teen birth
rate across countries at a single point in time, though there seems to be
no similar association for early marriage, divorce, or single parenthood.36
In the United States, the teen birth rate dropped steadily during the
1970s. It leveled off in the 1980s and then rose from 1987 to 1991. Since
the mid-1990s it has again been falling, and rather quickly. This pattern is
consistent with the trend in bottom-99% income inequality, which
increased in the 1980s and early 1990s and then flattened out. It is
inconsistent with the trend in top-end income inequality, which continued
to rise well past the mid-1990s.
The OECD has data on teen births for fourteen nations in 1980 and 2008.
The incidence of teen births decreased during these years in all countries,
but more rapidly in some than in others. Figure 7 shows the association

between change in income inequality and catchup-adjusted change in teen
births. The “inequality is harmful” hypothesis predicts a positive
correlation; countries with larger increases in income inequality should
have experienced smaller declines in teen births (adjusting for starting
level). In the first chart there is no association to speak of. In the second,
with income inequality measured as the top 1%’s income share, we do
observe a positive association, but it’s weak and driven entirely by the
United States and the United Kingdom. This is thin evidence on which to
rest a conclusion that inequality has a harmful impact.

FIGURE 7. Change in teen births by change in income inequality,
fourteen countries, 1980 to 2008
“-” = smaller decrease; “—” = larger decrease. The lines are linear regression
lines. Income inequality: See the note to figure 1. Teen births: Number of children
born alive to women aged 15-19 per 1,000 women of this age range. These data
are available for the years 1980 and 2008 only. Change in teen births is adjusted
for starting level; the vertical-axis measure is the residuals from a regression of
1980-to-2008 change in teen births on 1980 level of teen births. The range from “-”
to “—” on the vertical axis is 15. Data source: OECD, “Family Database,” series
SF2.4.

Looking across the US states yields a similar conclusion: changes in the
teen birth rate aren’t correlated with changes in income inequality.37
SAFETY
Income inequality might increase crime. If inequality contributes to limited
employment opportunities for young persons (especially males), it may
encourage greater pursuit of illicit income-generating activities.38
Inequality also can foster crime by breeding frustration, due to perceived
relative deprivation and blocked opportunity.39 Yet evidence regarding the
link between income inequality and crime is mixed.40
Of particular concern is violent crime. Comparable longitudinal data for
countries are available for only one type of violent crime: homicide. Some
posit that this too is influenced by income inequality.41 Homicide rates
have decreased in most rich nations since the early 1990s. Has income
inequality contributed to variation across the countries in the amount of
decrease? Figure 8 shows catchup-adjusted change in homicide rates by
change in income inequality for our eighteen countries. There is no
indication of the predicted positive association.

FIGURE 8. Catchup-adjusted change in homicides by change in income
inequality, eighteen counties, 1979 to 2007
“-” = smaller decrease; “—” = larger decrease. The lines are linear regression
lines. Income inequality: See the note to figure 1. Homicides: Homicides per
100,000 population. These data are available for 1986 to 2007. Change in
homicides is adjusted for starting level; the vertical-axis measure is the residuals
from a regression of 1986-to-2007 change in homicides on 1986 level of
homicides. The range from “—” to “-” on the vertical axis is 5. Data source: OECD.

RESIDENTIAL MIXING
Income inequality allows and in some respects encourages households
with different incomes to live in different communities. In particular, given
that household income can have a direct effect on the quality of schools
and other public or quasi-public services and institutions in an area, those
with higher incomes benefit from living near others with higher incomes. If
families pay a premium in order to live in areas with better amenities,
home prices get bid up, making it more difficult for those with middle and
low incomes to buy their way in. This type of process can cascade down
the income ladder, producing residential segregation by income from top
to bottom.
Data for assessing the degree to which income inequality reduces
residential mixing are available for the United States, but not, to my
knowledge, in comparable form for other rich nations. Sean Reardon and
Kendra Bischoff have examined residential segregation among American
families with children from 1970 to 2009.42 They find that residential
mixing by income decreased (segregation by income increased) in the
1980s and the 2000s, though not in the 1970s and 1990s.43 They also
find that across large metro areas, residential mixing by income is lower
where income inequality is higher, though it is only mixing of the affluent
that is lower, not mixing of the poor.
Most important, Reardon and Bischoff conduct a difference-in-differences
analysis. They find that metro areas in which income inequality increased
more tended to also have larger decreases in residential mixing by
income.44 This too holds only for mixing of families at the top, not for
those at the bottom, which is what we might expect given that most of
the increase in income inequality after the 1980s has consisted of
separation between the top and the rest.45
TRUST
Higher income inequality is, according to some, corrosive of generalized
trust. One hypothesis is that visible inequality leads people to think
cheating must be rife. “When 1 percent of the population takes home
more than 22 percent of the country’s income,” writes Joseph Stiglitz,

“reasonable people, even those ignorant of the maze of unfair policies
that created this reality, can look at this absurd distribution and be pretty
certain that the game is rigged.”46
Another hypothesis suggests that more income inequality yields less
personal interaction and therefore less familiarity with people from other
income classes. “We tend to choose our friends from among our near
equals,” say Richard Wilkinson and Kate Pickett, “and have little to do with
those much richer or much poorer. And when we have less to do with
other kinds of people, it’s harder for us to trust them. Our position in the
social hierarchy affects who we see as part of the in-group and who as
out-group — us and them — so affecting our ability to identify with and
empathize with other people.”47
A third hypothesis holds that income inequality reduces trust by
enhancing a sense that the middle class is modest in size while the poor
are numerous and lack incentives to adhere to norms of honesty. “If the
bottom groups are poor,” according to Christian Albrekt Larsen, “then it
is fair to imagine that they have a lot to gain by cheating…. [Also,] the
middle may easily imagine that persons at the bottom do not have much
reputation to lose. Along the same line of reasoning it is fairly easy to
understand why the middle might perceive imagined fellow citizens
belonging to the middle as trustworthy. Persons in the middle of society
are fairly well-off and therefore their (perceived) gain from cheating is
lower. At the same time the losses connected with being caught cheating
seem to be much higher…. But most importantly, persons in ‘the middle’
have much more reputation to lose.”48
Public opinion surveys regularly ask respondents whether they think
“most people can be trusted” or “you can never be too careful in dealing
with others.”49 The share responding that most people can be trusted is
a measure of generalized trust. It is negatively correlated with the level of
income inequality across countries, across the American states, and over
time for the US as a whole.50 However, trust began decreasing in the
United States in the 1970s (perhaps even earlier), which is prior to the
rise in income inequality, and the decline in trust does not seem to have
accelerated once inequality began to increase.51 This suggests that, if
income inequality and trust are correlated over time, the causal direction
may run from trust to inequality rather than the other way around.52 The
single-point-in-time cross-sectional associations across nations and
states are questionable for reasons I noted at the beginning of this
chapter.
Data on trust are available for fifteen nations beginning in the early 1980s
from the World Values Survey. The over-time trend has varied across
nations, with trust increasing in some, remaining constant in some, and
decreasing in some.
Figure 9 shows change in trust by change in income inequality. The
predicted association is negative; countries with larger increases in income
inequality should be more likely to have experienced stagnant or falling
trust. And that’s indeed what we observe. The association is negative for
both measures of income inequality.

FIGURE 9. Change in trust by change in income inequality, fifteen
countries, 1979 to 2007
The lines are linear regression lines. The solid regression line includes all fifteen
countries; the dashed line excludes Denmark and the United Kingdom. The values
on the axes are for change over 28 years. Income inequality: See the note to figure
1. Trust: Share of adults saying “most people can be trusted.” The other response
option is “You can never be too careful when dealing with others.” Actual years for
trust are 1981 to 2007. Data source: World Values Survey.

Yet the correlation is driven by just two countries: Denmark (upper-left
corner) and the United Kingdom (lower-right). If we take these two
countries out, the negative association goes away entirely (first chart) or
largely (second chart), as the dashed lines in the charts indicate. Is it
sensible to rest our verdict on these two countries? Do Denmark and the
UK illuminate a trust-reducing impact of income inequality?53 I suspect
they don’t. In Denmark, trust increased massively according to the World
Values Survey data. Income inequality did decrease a little in Denmark —
at least when measured as the Gini for the bottom 99% of households —
but it seems unlikely that this dramatically increased contact and
friendships among people of different incomes, or that it sharply reduced
middle-class Danes’ sense of a large underclass who cannot be trusted.
And is there good reason to believe the opposite happened in the UK,
where income inequality rose and trust decreased? An alternative
possibility is that this is measurement error — that for some reason the
survey results exaggerate the true amount of increase in trust in
Denmark and the true amount of decrease in trust in the UK.54
An analysis of over-time patterns in the US states offers additional
grounds for skepticism about the impact of income inequality on trust.
Malcolm Fairbrother and Isaac Martin find that between 1980 and 2000,
trust didn’t tend to decrease more in states in which income inequality
increased more.55
ECONOMIC GROWTH
Let’s turn now to economic and financial outcomes, beginning with what
some consider the most damaging of income inequality’s hypothesized
effects: slower growth of economic output. In The Price of Inequality,
Joseph Stiglitz concludes that “We are paying a high price for the
inequality that is increasingly scarring our economy — lower productivity,
lower efficiency, lower growth….”56 Stiglitz and others have advanced
reasonable hypotheses about why income inequality is likely to be bad for
economic growth.57 The rich spend a smaller fraction of their income than
the middle class and the poor, so rising inequality may reduce consumer
demand. And people may not work as hard if they perceive the
distribution of pay and income to be unfair.

What does the evidence say? Recent research has reached varying
conclusions about the effect of income inequality on economic growth in
rich nations, but few studies have concluded that inequality is bad for
growth.58
Figure 10 shows change in GDP per capita by the average level of income
inequality for eighteen nations between 1979 and 2007. Unlike in previous
sections, these two charts use the level of inequality on the horizontal
axis rather than change in inequality. The hypothesis is that a higher level
of income inequality will be associated with less economic growth — a
smaller increase in GDP per capita. To create a “change” measure of
economic growth, we would need to look at, say, the difference between
growth of GDP per capita in the 2000s and growth of GDP per capita in
the 1980s. But these periods are too short to accurately gauge nations’
economic growth performance.59 We need to look at longer periods, and
that means focusing on change in GDP per capita over the whole of 1979
to 2007, which in turn means that we should use the level of income
inequality rather than change in inequality.

FIGURE 10. Change in GDP per capita by level of income inequality,
eighteen countries, 1979 to 2007
The lines are linear regression lines, calculated with Ireland and Norway excluded.
The values on the vertical axis are for change over 28 years. Income inequality:
See the note to figure 1. GDP per capita: Gross domestic product per person,
adjusted for inflation and converted to US dollars using purchasing power parities.
“k” = thousand. The change measure for GDP per capita is absolute change, not
percentage change, but it is very similar to percentage change in GDP per capita
adjusted for catch-up. Data source: OECD.

Neither of the charts in figure 10 suggests that income inequality has
been bad for economic growth. (The graphs use the average level of
inequality during 1979-2007; using the level at the beginning of the
period, in 1979, doesn’t alter the conclusion. The lines in the graphs
exclude Ireland and Norway, as each had exceptionally rapid economic
growth for idiosyncratic reasons.60 ) Indeed, the regression line in the
second chart slopes slightly upward, suggesting there could perhaps be a
positive association between inequality and growth. That positive
association, however, hinges on the position of a single country, the
United States, whose economic growth was buoyed by two bubbles (the
internet stock bubble in the late 1990s and the housing bubble in the
2000s). The most sensible conclusion from these data is that income
inequality has had little or no effect on economic growth.
How can it be that income inequality hasn’t hurt growth? We know
consumer demand is vital for economic growth, and we know that the
middle class and the poor are a more important source of demand than
the rich. If a larger share of the income has been going to those at the

top, musn’t that have reduced consumption and hence the economy’s
growth rate? Not necessarily. The truth is, we don’t know what mix of
consumption and investment is optimal for economic growth. It’s perfectly
reasonable to suspect that the top-heavy rise in income inequality in
countries such as the United States has moved us away from the optimal
point, but since we don’t know where that optimal point is, this suspicion
has to take a back seat to the data. And the data for affluent nations in
the era of high and rising income inequality don’t support the “inequality
is harmful” hypothesis.
There surely is some point at which the top 1%’s income share would be
high enough to impede economic growth. But the experience of the
world’s rich countries in the period from 1979 to 2007 suggests that that
point probably hasn’t yet been reached.
EMPLOYMENT
Another prominent indicator of economic health is employment. Figure 11
shows change in the employment rate — the share of working-age adults
who have a paying job — by change in income inequality for our eighteen
countries. Here too the pattern doesn’t support the hypothesis that
income inequality hurts the economy. Countries with larger increases in
income inequality haven’t tended to suffer slower employment growth.

FIGURE 11. Change in employment by change in income inequality,
eighteen countries, 1979 to 2007
“+” = smaller increase; “++” = larger increase. The lines are linear regression
lines. The values on the axes are for change over 28 years. Income inequality: See
the note to figure 1. Employment: Employed persons aged 25 to 64 as a share of
the population aged 25 to 64. Change in employment is adjusted for starting level;
the vertical-axis measure is the residuals from a regression of 1979-to-2007
change in employment on 1979 level of employment. The range from “+” to “++” on
the vertical axis is 20 percentage points. Data source: OECD.

ECONOMIC STABILITY
Income inequality might be bad for the economy in another way: by
causing financial crises. Proponents of this notion suggest three
mechanisms. First, households with stagnant incomes increase borrowing
in order to sustain consumption growth, and their debt levels eventually
become unsustainable. Second, as the rich get a larger and larger portion
of the income, they end up with excess savings, which fuels speculative
investment and financial bubbles. Third, the rich use their money and
consequent political influence to press policy makers to loosen regulations
on finance, and this too leads to bubbles.61
Anthony Atkinson and Salvatore Morelli have done the most

comprehensive study of financial crises across countries and over time.
They conclude that “The history of systemic banking crises in different
countries around the world does not suggest that either rising or high
inequality is a significant causal factor.”62
What about the 2008 crisis in particular? It probably will be a while yet
before the causes are fully sorted out, but there are grounds for
skepticism about income inequality’s contribution.63 Growing demand for
loans by middle- and low-income households may have been driven more
by the rising cost of homes and college, along with relaxed lending
standards and the availability of home equity loans, than by slow
household income growth (see below). Risky lending may have been
spurred by the creation of new financial instruments that appeared to
spread risk and by rising pressure for profits in publicly-owned investment
firms. Finally, the Federal Reserve could have quashed the housing
bubble, the proximate precipitant of the crisis, had it wanted to. That it
chose not to do so arguably owed more to Fed Chair Alan Greenspan’s
ideological predilections than to the political influence of America’s rich.
HOUSEHOLD INCOME GROWTH: THE POOR
If the rich or the upper-middle class capture a large share of a country’s
economic growth, the incomes of poor households are likely to increase
more slowly than economic growth allows. This is a matter of simple
arithmetic. The pie grows, but the slice going to those at the top gets
larger and larger relative to the slice going to the poor. The poor’s slice
may grow in absolute size, but not as much as it could and, arguably,
should.
Now, this could be offset if rising income inequality causes economic
growth to increase. If that were to happen, the faster increase in the size
of the pie might offset the shrinking relative size of the piece going to
those at the bottom. But as we saw in figure 10, there is little indication
that income inequality has, in fact, produced faster economic growth in
the world’s affluent countries.
Another potential counteracting force is government redistribution. An
influential hypothesis holds that if the market distribution of income
becomes more unequal, policymakers will increase redistribution, thereby
offsetting part or all of the shortage of income growth suffered by the
poor.64 This is because when income inequality goes up, the median voter
will benefit from an increase in redistribution, and this hypothesis predicts
that governments will respond to the median voter’s wishes.
On the other hand, a greater income gap between the rich and the poor
might reduce empathy on the part of the affluent, give them more
incentive to campaign against redistribution (they have more to lose), and
enhance their influence over policymakers.65
There is little evidence to suggest that redistribution increases when the
market distribution of income becomes more unequal. Public opinion
surveys often find a lot of people who agree that “government should
reduce income differences between rich and poor,” but that share hasn’t
tended to increase much in response to an increase in income inequality.66
Also, affluent countries with higher market inequality tend to have less
redistribution, not more. And in recent decades redistribution hasn’t
increased more in nations with larger increases in income inequality.67
So what has happened to income growth among poor households during

the era of high and rising income inequality? As with economic growth, the
outcome here is already a change measure — change in household income
for those at the bottom of the ladder. To create a measure of change in
this change, we would need to compare income change in, say, the 1980s
with income change in the 2000s. But these periods are too short to get
a true indication of household income growth. So here too I examine the
association between change in the outcome and the level of income
inequality during the 1979-2007 period. (I use the average level of
inequality from 1979 to 2007, but using the level at the beginning of the
period, in 1979, yields the same conclusion.)
The two charts in figure 12 offer little indication that income inequality has
slowed income growth among poor households.68 The lines do slope
downward, but the countries are spread widely around the lines.

FIGURE 12. Change in low-end household incomes by level of income
inequality, eighteen countries, 1979 to 2007
The lines are linear regression lines, calculated with Ireland and Norway excluded.
The values on the vertical axis are for change over 28 years. Income inequality:
See the note to figure 1. P10 household income: Posttransfer-posttax household
income at the 10th percentile of the distribution. The incomes are adjusted for
household size and then rescaled to reflect a three-person household, adjusted
for inflation, and converted to US dollars using purchasing power parities. The
change measure for P10 household income is absolute change, not percentage
change. Data source: Luxembourg Income Study.

Why is that? Although we often think of economic growth trickling down
to low-end households via rising employment and rising wages, since the
late 1970s that has been more the exception than the rule in the world’s
rich nations. Instead, when household incomes at the low end have risen,
it has been largely due to an increase in government transfers. If we step
back, that isn’t surprising. In most rich countries 20-35% of all
households have no earnings, and this includes many on the low rungs of
the income ladder. They are disabled, sick, caring for children or other
family members, temporarily unemployed, or elderly. They rely heavily on
government transfers, and so their incomes rise to the extent that those
transfers rise.69
Policy choices about whether to increase government transfers to lowincome households seem to have been largely independent of income
inequality. The contrast between the United States and the United
Kingdom is illustrative. Both countries have had high and rising income
inequality. But whereas government transfers to the poor were kept more
or less constant in the US (an increase in Social Security and EITC was
offset by a decline in AFDC-TANF), in the UK they rose sharply, at least
during the New Labour governments beginning in 1997. Those
governments, headed by Tony Blair and Gordon Brown, focused much of
their rhetoric and policy reform on increasing employment and economic

opportunity, but they also increased benefits and/or reduced taxes for
low earners, single parents, and pensioners.70
In short, changes in government transfers have been the chief
determinant of changes in low-end household incomes in the rich nations
over the past several decades, and political decisions, rather than income
inequality, have determined the degree to which those transfers
increased.
HOUSEHOLD INCOME GROWTH: THE MIDDLE CLASS
A rise in income inequality — particularly a top-heavy one — will tend to
reduce middle class households’ relative incomes. They will fall farther
behind those at the top of the income distribution. What about their
absolute incomes? Income growth is not a zero-sum game, since the pie
tends to get larger over time. But disproportionately large gains at the
top are likely to come at least partly at the expense of those in the
middle, resulting in slower growth of income than would have been the
case in the absence of high inequality.71
On the other hand, this isn’t automatically true. A rising income share for
those at or near the top could instead come at the expense of the uppermiddle class or the poor rather than the middle.
In the United States, the over-time story is consistent with the “inequality
is harmful” hypothesis. Between the mid-1940s and the late 1970s, with
income inequality at its low point, middle-class incomes increased rapidly.
Since 1979 inequality has been much higher, and in this period the
incomes of middle-class households have risen much more slowly.72
Does this hold if we compare across nations? Has middle-class income
growth been slower in nations with greater income inequality?
Figure 13 shows middle-class income growth by level of income inequality.
On the vertical axis of each chart is change in posttransfer-posttax
income for the median (p50) household. It is adjusted for economic
growth, which is a key determinant of median income growth.73 On the
horizontal axis is the average level of income inequality during 1979-2007.
(The story is similar for the level of income inequality at the beginning of
the period, in 1979.)

FIGURE 13. Adjusted change in median household income by level of
income inequality, eighteen countries, 1979 to 2007
“+” = smaller increase; “++” = larger increase. The lines are linear regression
lines. Income inequality: See the note to figure 1. Median household income:
Posttransfer-posttax household income at the 50th percentile of the distribution.
The incomes are adjusted for household size and then rescaled to reflect a threeperson household, adjusted for inflation, and converted to US dollars using

purchasing power parities. The change measure for median household income is
absolute change, not percentage change. Change in median household income
is adjusted for economic growth; the vertical-axis measure is the residuals from a
regression of 1979-to-2007 change in median household income on change in
GDP per capita. The range from “+” to “++” on the vertical axis is $20,000. Data
source: Luxembourg Income Study; OECD.

The first plot indicates no impact of income inequality within the bottom
99% on middle-class household income growth, but the second plot
suggests a possible sizable effect of top-end inequality. (The pattern is
stronger and cleaner if we extend the time period to 2013.74 ) The data
imply that if the top 1%’s income share in the United States had been
5%, as it was in Sweden, rather than 13%, America’s median household
income might have increased by an additional $8,000 between 1979 and
2007 — doubling the actual increase.
Is the pattern in the second chart in figure 13 spurious? Are there other
things that could account for the association we observe between topend income inequality and growth-adjusted change in median income?
That’s always possible, but some of the most likely culprits — country
differences in the return to skills, in collective bargaining, in employment,
and in government transfers — don’t change the story.75
HOUSEHOLD BALANCE SHEETS
In the United States, average household saving as a share of disposable
household income fell from 10% in the 1970s to 8% in the 1980s to 5%
in the 1990s to 3% in the 2000s.76 And household debt jumped from
74% of disposable income in 1979 to 138% in 2007.77 Two hypotheses
suggest that rising income inequality may cause households to reduce
their saving, increase their borrowing, and thereby run up debt.
According to the first hypothesis, low- and middle-income households
borrowed more in order to keep their absolute consumption increasing in
the face of slow income growth.78 Americans had come to expect a certain
rate of increase in their spending over time, and when this expectation
was frustrated due to stagnant or slowly-rising earnings, they turned to
borrowing as a substitute.
The second hypothesis posits that upper-middle-class households
borrowed more in order to maintain their relative position vis-à-vis the
rich, especially in housing. According to Robert Frank, housing is a
“positional” good: to a greater degree than for goods such as toothpaste
and cereal, people’s happiness with their home hinges on how it compares
to other homes.79 Frank suggests that rapidly-rising income allowed the
well-to-do to purchase increasingly large and elaborately-equipped homes.
Because housing satisfaction depends on relative comparison, middleclass homeowners and homebuyers felt compelled to follow suit, leading
to dramatic increases in home prices and housing expenditures. To afford
these expensive homes and home renovations, middle-class buyers had
no choice but to take on high levels of debt.80
Both of these explanations for the drop in saving and the rise in debt in
the United States are plausible. However, an equally-plausible alternative
hypothesis says the saving decline owed not to rising inequality but to an
increase in the supply of available credit. Beginning in the early 1980s, US
financial firms became increasingly aggressive in developing new and
augmented financial products and marketing them to investors and
consumers.81 This included smaller down payments for mortgage loans,

access to home equity loans and lines of credit, and reductions in the
stringency of criteria by which borrowers’ creditworthiness was assessed.
These shifts sharply boosted Americans’ access to credit, and in doing so
they contributed to a loosening of their attitudes toward borrowing and
financial risk.82
For comparison across countries, the best measure of household
borrowing is savings as a share of household disposable income.
Increased borrowing will show up as reduced saving. Figure 14 shows
changes in household saving by changes in income inequality. The pattern
is consistent with the hypothesis that income inequality increases debt:
nations with a larger rise in income inequality have tended to experience a
larger reduction in saving. (The regression lines are calculated with Norway
excluded, on the grounds that household income growth in the country
was so rapid that household saving wasn’t likely to fall no matter what
happened to income inequality.) On the other hand, the association is not
terribly strong; many of the countries lie quite far from the regression
line. When income inequality is measured as the distance between the top
1% and the bottom 99% (the second chart), we see a puzzling
bifurcation, with countries located either in the lower-right or the upperleft portion of the chart. Within these two groups we don’t see the
predicted negative effect of income inequality on saving.

FIGURE 14. Change in household saving by change in income inequality,
fourteen countries, 1979 to 2007
The lines are linear regression lines, calculated with Norway excluded. The values
on the axes are for change over 28 years. Income inequality: See the note to figure
1. Household saving: Net household saving as a share of disposable household
income. Data source: OECD.

Let’s look more closely at the details of the US experience. Robert Frank,
Adam Seth Levine, and Oege Dijk have found that changes in income
inequality within the bottom 99% between 1990 and 2000 are correlated
with changes in the rate of nonbusiness bankruptcy filings.83 This is
consistent with what we see in the cross-country data.
Yet a recent study by Olivier Coibion and colleagues finds that in the
1990s and 2000s low-income households in high-inequality regions in the
United States borrowed relatively less than their counterparts in lowinequality regions.84 Though it doesn’t speak directly to the question of
change over time, this pattern is the opposite of what we would expect to
see if income inequality were a key contributor to household saving and
borrowing behavior.
Every three years, the Survey of Consumer Finances (SCF) asks
Americans whether in the past five years their income has increased,
stayed constant, or decreased. Neil Fligstein and Adam Goldstein report

that between 1989 (the earliest year of available data) and 2007 there
was an increase in the share of those in the bottom 60% of incomes who
said their income had decreased or stayed constant. But the increase was
relatively small and confined largely to the brief period from 2004 to
2007.85 Fligstein and Goldstein also conclude that “consumption of
financial services and the interjection of financial services professionals
into households’ financial decision-making rose roughly in tandem for all
income groups over time. This suggests that the increased supply of
these instruments may have been the main cause of their expansion.”86
Finally, Fligstein and Goldstein find that most of the increase in household
debt from 1989 to 2007 was mortgage-related — mortgages on primary
residences, home equity loans on those residences, and the purchase of
other real estate including second homes and commercial property by
households. The largest increase in mortgage borrowing was by
households with incomes between the 70th and 90th percentiles and by
households who said their income had increased in the past five years.87
These patterns aren’t consistent with the notion that rising income
inequality caused low- and middle-income households to massively
expand their borrowing. They are consistent with Robert Frank’s
hypothesis that upper-middle class households have borrowed more in an
attempt to maintain their position relative to the rich. Also consistent with
Frank’s hypothesis is a finding by Marianne Bertrand and Adair Morse: in
states where the incomes of those in the top 10% are higher, households
on the middle rungs of the income ladder tend to consume a larger
portion of their incomes, regardless of the level of their income or the
degree to which it has changed.88
So is Frank’s hypothesis correct? We can also look at housing bubbles
and their timing. If the rich bid up the price of existing and new homes
and the upper-middle class borrows in order to keep pace, we should
expect a housing bubble. There was indeed a housing bubble in the
United States beginning in 1998. One potential problem for the income
inequality hypothesis is that this is nearly two decades after the rise in the
top 1%’s income share commenced. Another problem is that if we look
across countries, there is no discernible correlation between changes in
income inequality and the incidence of housing bubbles.89 Among
countries with sizable increases in the top 1%’s income share, Australia,
Canada, Ireland, the UK, and the US experienced a big run-up in home
prices between 1998 and 2005. But so too did a number of countries in
which the top 1%’s share didn’t increase much, including Denmark,
France, the Netherlands, Spain, and Sweden.
The conclusion? It’s possible that income inequality drove up borrowing
by upper-middle class Americans in a housing “arms race.” But it’s also
quite possible that rising borrowing was a response to changes in access
to credit.
EQUALITY OF OPPORTUNITY
Most Americans embrace the ideal of equal opportunity, as do many of
their counterparts in other rich countries.90 Income inequality may hinder
equality of opportunity.91 People’s income is correlated with their parents’
income, as children who grow up in households with higher incomes are
more likely to have good health care, low stress, learning-centered
preschools, good elementary and secondary schools, extracurricular
activities that promote cognitive skills and earnings-enhancing
noncognitive traits, and access to a strong university. We would thus
expect a widening of the gap in parents’ income to widen the gap in

opportunity for their children to reach the middle or above.
Then again, parents’ income isn’t the only determinant of a person’s
abilities and motivations when she reaches adulthood. Nonmonetary
influences such as genetics, in-utero developments, parents’ habits and
behaviors, peers, neighborhoods, and schooling matter too. In addition,
there surely are diminishing returns to money; beyond a certain point,
more parental income probably helps only a little, if at all.92
Scientists typically assess equality of opportunity by looking at the degree
of relative intergenerational income mobility. If there is more mobility — if
children tend to end up in a different position on the income ladder than
their parents — we conclude that opportunity is reasonably equal. It isn’t
a perfect measure, but it’s the best one available.
The data requirements are stiff. We need reliable information on the
income of adults and of their children at similar points in the life cycle. At
the moment, we have comparable data for only eleven nations. Figure 15
shows that among this small group of countries, those with greater
income inequality do indeed tend to have less intergenerational mobility.

FIGURE 15. Level of intergenerational mobility by level of income
inequality, eleven countries
The lines are linear regression lines. Income inequality: Level in 1985. For data
description and sources, see the note to figure 1. Intergenerational mobility:
Correlation between the earnings of fathers and their sons. The values on the
vertical axis are reversed so that higher on the axis indicates more mobility. Data
source: John Ermisch, Markus Jäntti, and Timothy Smeeding, eds., From Parents
to Children: The Intergenerational Transmission of Advantage, Russell Sage
Foundation, 2012, figure 1.1.

The problem is that there are other factors that could explain the
association we observe in figure 15. The four Nordic nations — Denmark,
Finland, Norway, and Sweden — have low inequality and high mobility.
Maybe their low inequality causes their high mobility. But they also have
been providing affordable high-quality early education to a substantial
portion of children aged 1 to 5 for roughly a generation.93 James
Heckman and Gøsta Esping-Andersen, among others, argue that early
education is perhaps the single most valuable thing a society can do to
equalize opportunity.94 In addition, these countries feature late tracking in
K-12 schools and heavy subsidies to ensure that college is affordable for
all. These public services, rather than low income inequality, could be the
key to why the Nordic countries have such high intergenerational mobility.
If we leave out the Nordic nations, the cross-country association between
income inequality and intergenerational mobility remains, but it is quite
weak.95

Data are available for commuting zones (local labor markets) within the
United States. In contrast to the country data, they suggest little if any
correlation between income inequality and relative intergenerational
mobility, though here too we lack the ability to assess differences in
change over time.96
If income inequality impedes intergenerational mobility, we should observe
a decline in mobility during the period of rising income inequality in the
United States. It’s too early to reach a definitive conclusion about this, as
we need to know whether mobility declined for Americans born after 1979,
and they are only in their early thirties. Findings so far are mixed: some
studies conclude that there likely has been a decrease in intergenerational
mobility, while others find no indication of a decrease.97
Deirdre Bloome has examined mobility trends in the US states and
whether they correlate with trends in income inequality. She finds no
evidence of a robust relationship. States in which income inequality has
increased the most have not been more likely to suffer a decline in
intergenerational income mobility.98
To sum up, the available evidence offers hints of support for the
hypothesis that income inequality hinders equality of opportunity. But
that support is limited and fragile — too weak, I suspect, to convince a
skeptic.
HAPPINESS
Across individuals, income is positively associated with happiness and life
satisfaction.99 We should expect, therefore, that as income inequality
increases, inequality of subjective well-being increases as well. As figure
16 shows, we do in fact see this in the United States over the past
generation. Among Americans on the top third of the income ladder, the
share saying they are “very happy” has increased slightly, whereas among
those on the bottom third the share has decreased.

FIGURE 16. Happiness by income, United States
Share of adults who say they are “very happy.” The survey question: “Taken all
together, how would you say things are these days — would you say that you are
very happy, pretty happy, or not too happy?” Data source: General Social Survey,
sda.berkeley.edu, series happy, coninc.

What about average happiness? Income inequality could be bad for
average happiness in a variety of ways.100 First, subjective well-being
tends to increase with income, but with declining marginal utility. The
higher the income, the less an additional dollar tends to boost subjective

well-being. Hence, taking some money from the poor and giving it to the
well-off should reduce average subjective well-being. Second, if it’s a
person’s relative income, not simply their absolute income, that affects
subjective well-being, falling farther behind those at the top might reduce
happiness or life satisfaction. Third, people may have a preference for less
inequality, so a high or rising level might reduce average subjective wellbeing. Fourth, people may believe that an increase in income inequality
reduces their likelihood of succeeding financially. Fifth, inequality might
worsen subjective well-being via a rise in status anxiety and stress.
Finally, greater inequality might reduce trust, which in turn affects
happiness.
We have over-time data for sixteen nations beginning in the early 1980s
from the World Values Survey. The survey has two measures of
subjective well-being. One is happiness. Respondents are asked “Taking
all things together, would you say you are not happy at all, not very
happy, rather happy, or very happy.” The other is life satisfaction.
Respondents are asked “All things considered, how satisfied are you with
your life as a whole these days?” They rate their life satisfaction on a scale
of zero to ten.
In most nations there has been relatively little change in either happiness
or life satisfaction. Even so, it could be that income inequality is the cause
of what little variation across the countries there has been in over-time
change.
Figure 17 shows change in happiness by change in income inequality.
There is no correlation. Figure 18 shows change in life satisfaction by
change in income inequality. Here, in the second chart, we do see the
expected negative correlation: nations with larger increases in the top
1%’s income share have been more likely to experience drops in life
satisfaction. A US-size increase in the top 1%’s share is estimated to
have reduced life satisfaction by 0.3 points on a ten-point scale. If we
control for economic growth, that increases to 0.5 points. This might
indicate a real impact of top-end income inequality, but if so it isn’t an
especially large one, and it explains a very small portion of the variation in
changes in life satisfaction across countries.101
On the whole, the evidence doesn’t suggest that income inequality has
had a significant impact on subjective well-being.

FIGURE 17. Change in happiness by change in income inequality,
sixteen countries, 1979 to 2007
The lines are linear regression lines. The values on the axes are for change over
28 years. Income inequality: See the note to figure 1. Happiness: Average
response. 1 = not happy at all, 2 = not very happy, 3 = rather happy, 4 = very happy.
Question: “Taking all things together, would you say you are….” Actual years for
happiness are 1981 to 2007. Data source: World Values Survey.

FIGURE 18. Change in life satisfaction by change in income inequality,
sixteen countries, 1979 to 2007
The lines are linear regression lines. The values on the axes are for change over
28 years. Income inequality: See the note to figure 1. Life satisfaction: Average
response. Scale from 0 to 10. Question: “All things considered, how satisfied are
you with your life as a whole these days?” Actual years for life satisfaction are 1981
to 2007. Data source: World Values Survey.

DEMOCRACY
Rising income inequality is hypothesized to have polluted American politics
by (1) reducing trust in political institutions, (2) reducing voter turnout,
(3) increasing polarization between the two parties, and (4) increasing the
influence of the rich on policy decisions.102
The first three hypotheses don’t square with the over-time patterns in
the United States. According to data from the American National Election
Studies (NES), trust in government and in the political process began
declining in the 1960s and continued in the 1970s, before income
inequality began increasing. And during the period of rising income
inequality since the 1970s, political trust has changed very little.
Voter turnout in presidential elections also declined beginning in the
1960s, prior to the rise in income inequality. Moreover, it reached a low
point in 1996 and has increased since then, returning by 2008 to the level
of the early 1960s. Voter turnout in off-year elections has not changed
since 1974, despite the steady increase in income inequality.103
Party polarization refers to the fact that elected Republican legislators
have moved to the right on key economic issues while Democratic
legislators have moved to the left. Here too, timing is a problem for the
“inequality is harmful” hypothesis. In the authoritative study of party
polarization, Polarized America, Nolan McCarty, Keith Poole, and Howard
Rosenthal write that “In both chambers [the House and the Senate], the
Republicans became more moderate until the 1960s and then moved in a
sharply conservative direction in the 1970s. The pattern for the
Democrats is almost exactly the opposite. Consequently, the two party
means [average party positions] moved closer together during the
twentieth century until the 1970s and then moved apart.”104 Income
inequality between the top 1% and the bottom 99% didn’t begin
increasing until the 1980s, after the polarization of the parties
commenced. And income inequality within the bottom 99% hasn’t
changed much since the mid-1990s, yet party polarization has continued
unabated.105

What about inequality of political influence? Money clearly matters in
American politics,106 so with the richest getting a large and rising share of
the country’s income, it’s sensible to hypothesize that they would have
growing success in swaying policy makers to support their preferences.
On the other hand, the influence of money in American politics occurs
mainly via lobbying rather than campaign contributions, and while the
amount of money spent on lobbying has increased exponentially in the
past several decades,107 much of that increase, if not all of it, might well
have occurred in the absence of a rise in income inequality. After all,
lobbying is funded primarily by companies and other organizations, rather
than by individuals. Moreover, the impact of money is likely to be smaller
when there is already a lot being spent. American politics has been flush
with private cash for a generation, so it could be that additional spending
no longer buys much additional influence.
The most relevant evidence comes from studies by Larry Bartels and
Martin Gilens.108 For the period from 1989 to 1994, Bartels examined the
relationship between senators’ votes on proposed policy changes and the
opinions of Americans in the lower third, middle third, and upper third of
income. He found that voting correlated much more closely with the views
of those with higher incomes. Gilens extended Bartels’ analysis by
examining both the Senate and the House of Representatives, by
covering the presidencies of Lyndon Johnson, Ronald Reagan, Bill Clinton,
and George W. Bush, and by looking at actual policy outcomes. His
finding echoes that of Bartels. This research by Bartels and Gilens
strongly suggests that unequal incomes contribute to unequal political
influence in the United States.
But that isn’t all we want to know. No one thinks we can, or should, do
away with income inequality. But we could perhaps return to the degree of
income inequality we had in the late 1970s. We might even conceivably
reduce income inequality in America to something like the level that
obtains in some of the more egalitarian rich nations. This suggests two
questions for social scientists: First, has the pattern of unequal influence
increased as income inequality has risen since the late 1970s? If so, we
have reason to hope that reducing income inequality would reduce the
degree of inequality in political influence. Second, is the degree of
inequality in political influence greater in the United States than in affluent
nations that have less income inequality? Sadly, we don’t have good
answers to these questions.
In their book Winner-Take-All Politics, Jacob Hacker and Paul Pierson
detail a litany of policy initiatives since the mid-1970s that in their view
have had a significant influence — some because they were passed,
others because they were blocked — on economic and social outcomes for
ordinary Americans. There is no indication in their account of a steady
increase in the tendency for policy to favor the rich.109 And in Pierson’s
view, “On domestic issues Obama is the most consequential and
successful Democratic president since LBJ. It isn’t close.”110 That’s not
what we would expect to observe if big money has become increasingly
influential in determining policy outcomes.
The only systematic attempt to assess changes in inequality of political
influence is by Martin Gilens. He found that the correlation between
income and influence on policy was weak during the Johnson presidency,
strong during the presidencies of Reagan and Clinton, and relatively weak
during the first six years of George W. Bush’s presidency. This isn’t what
the “income inequality is harmful” hypothesis predicts, though there may
be some confounding factors, such as the September 11, 2001 terrorist

attacks, that skewed the pattern during the Bush years.
The well-to-do may exert their influence mainly by keeping proposed
reforms from ever coming to a vote and via behind-the-scenes shaping of
legislation that does pass, and it’s possible that their growing income
share has enhanced their ability to use these kinds of levers. But here too
we lack supportive evidence.
On the second question, whether unequal influence on policy is greater in
the US than in more economically egalitarian rich countries, to my
knowledge there is no systematic research. We have no counterparts for
other nations to the Bartels and Gilens studies.
To summarize: Although the notion that greater inequality of incomes will
produce greater inequality of political influence is intuitively compelling, we
lack evidence to support it — even for the United States, which is where
we would expect this effect to be strongest. Nor do we have compelling
evidence that income inequality’s rise has weakened trust in political
institutions, reduced voter turnout, or heightened political polarization.
That doesn’t mean these hypotheses are wrong, but it does mean that
strong conclusions about harmful effects of rising income inequality on
democracy aren’t (yet) warranted.111
IS INCOME INEQUALITY HARMFUL?
Let’s step back and take stock. I’ve looked at the experiences of the
world’s rich countries in the period from 1979 to 2007 to see what they
tell us about income inequality’s effects on an array of social, economic,
and political outcomes. My conclusion is that the available evidence
suggests, first, that income inequality has done significant harm and,
second, that inequality’s harm has been less pervasive and devastating
than some claim.
The evidence supports some of the key claims. Income inequality has
reduced middle-class household income growth. And in the United States
it has increased disparities in education, health, family formation, family
stability, and happiness, and it has reduced residential mixing.
At the same time, many of the most prominent hypotheses are supported
only weakly or not at all.112 The evidence suggests that income inequality
hasn’t slowed the growth of college completion. It either hasn’t reduced
the increase in life expectancy or the decrease in infant mortality or, if it
has, the impact has been small. It looks unlikely to have contributed to
the rise in obesity. It hasn’t slowed the fall in teen births or homicides
since the early 1990s. It hasn’t reduced economic growth. It hasn’t
hindered employment. It isn’t systematically linked to the occurrence of
economic crises. It hasn’t reduced income growth for poor households. It
doesn’t appear to have affected average happiness. In the United States
it has had little or no impact on trust in political institutions, on voter
turnout, or on party polarization.
For some outcomes — trust, the Great Recession, household balance
sheets, equality of opportunity, and inequality of political influence — the
evidence is ambiguous or it is simply too soon to make any kind of
informed judgment.
There is an important caveat: What holds on average across a group of
countries doesn’t necessarily apply to each individual country. It’s
possible, for instance, that while income inequality hasn’t tended to

reduce economic growth in the world’s affluent nations in general, it has
done so in one or more specific countries, such as the United States.
Comparative analysis identifies patterns, but where there is a pattern
there may also be exceptions.
Many of the “income inequality is harmful” hypotheses are compelling. So
why has income inequality had little or no apparent impact on so many
outcomes? One possibility is that inequality has an effect that is small,
and it’s one of many things that influences these outcomes, so its small
impact is outweighed by others.
Or it could be that income inequality has had a sizable impact, but one
that’s been blunted or offset in some of the countries where inequality
has increased a lot. For instance, the United Kingdom experienced a large
jump in income inequality between 1979 and 2007, but for part of that
period its government sharply increased transfers to the poor and
increased spending and efficiency in health care. These policy initiatives
offset what otherwise might have been a harmful development for lowincome households. However, I’m skeptical that this phenomenon has
been pervasive enough to hide strong causal effects of inequality.
It could be that institutions and policies in most or all of these rich
countries are sufficiently effective that they mitigate the impact of income
inequality. If that’s the case, some might conclude these countries are
useless for testing the impact of income inequality. But a more important
point is that, if true, this means income inequality’s impact in modern
affluent nations is not particularly strong relative to the impact of those
institutions and policies, which implies that policy makers wishing to
achieve better outcomes should probably look first to change policies and
institutions, rather than to reduce income inequality.
Another possibility is that income inequality has a sizable effect, but one
that takes longer than three decades to be noticeable. Or perhaps income
inequality has a large effect only once it reaches a high level, and it
currently is below that level in most or all of the rich countries. Finally, if
rising income inequality does increase the political influence of the rich,
there could be harmful spillover effects down the road on a range of
outcomes, as wealthy funders lobby for reduced spending on physical
infrastructure, education, research, and key social protections. While
plausible, each of these last three possibilities is not, at the moment,
testable. For the verdict on them, we’ll have to wait and see.
WHAT SHOULD WE DO?
Should we worry about high and rising income inequality in the United
States? My answer is yes, for three reasons.
First, we have good evidence that income inequality tends to reduce
middle-class income growth, increase disparities in education, health,
family structure, and happiness, and heighten residential segregation. Not
everyone will find these consequences objectionable, but I do.
Second, although we don’t have strong evidence that the rise in income
inequality over the past generation has increased inequality of political
influence, there’s good reason to fear that it has. That would be an
intrinsically bad thing; it’s antithetical to what most of us understand to
be the core of democracy — government by and for all of the people, not
just some of the people. In addition, if rising income inequality does
increase the political influence of the rich, that could potentially have

undesirable spillover effects on a variety of outcomes in the future.
Third, the level of income inequality that currently obtains in the United
States is unfair. Given that luck plays a huge role in determining the
income people end up with, much of the disparity in incomes is, arguably,
undeserved. Most of us accept some amount of income inequality as
consistent with a reasonable degree of freedom and needed to sustain a
dynamic, healthy economy. But the degree of inequality in the
contemporary US surely is past that point.
That said, reducing income inequality isn’t likely to be easy or quick. And
income inequality’s apparently small or nonexistent impact on many of the
outcomes examined here suggests that it shouldn’t necessarily be at the
forefront of policy goals. For many of these outcomes, from education to
health to economic growth and more, a direct approach, rather than an
indirect one that works via reduced income inequality, is likely to be the
most successful path.
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How unequal is the distribution of wealth in the United States? How has it
changed over time? How does it compare to other rich democratic
countries?
HOW UNEQUAL?
Wealth in America is distributed more unequally than income. While the
top 1% of households get about 15% of the income in any given year,1
the top 1% of wealth holders have about 35% of the wealth.
OVER-TIME PATTERNS
Figure 1 shows that the top 1%’s wealth share has increased since the
late 1980s.

FIGURE 1. Wealth share of the top 1%
Households. Wealth = assets minus liabilities. Data source: Jesse Bricker, Alice
Henriques, Jacob Krimmel, and John Sabelhaus, “Measuring Income and Wealth
at the Top Using Administrative and Survey Data,” 2015, figure 11, using Survey of
Consumer Finances data.

Between the mid-1990s and 2007, the wealth share of the top 1% didn’t
rise. That was because the housing bubble drove up home values, and
hence net worth, for many middle-class Americans. Suppose your only
asset is a home worth $200,000 and you owe $120,000 to the mortgage
lender. Your wealth, or net worth, is the difference: $80,000. If the
home’s value increases to $240,000, your wealth has increased by 50%,
from $80,000 to $120,000. As home prices rose from the mid-1990s to

the mid-2000s, increases of this magnitude or greater were common
among middle-class Americans. This limited the rise in wealth inequality
between the top and the middle.2
On the other hand, wealth inequality did increase sharply in the lower half
of the wealth distribution during this period. Figure 2 shows average
wealth among the middle 20% and among the bottom 40%. For
Americans in the middle, many of whom are homeowners, net worth
increased significantly beginning in the mid-1990s. For those in the
bottom 40%, many of whom don’t own a home, the story was quite
different. They experienced no rise at all in wealth.

FIGURE 2. Average wealth of households in the middle 20% and the
bottom 40%
Wealth = assets minus liabilities. Data source: Edward N. Wolff, “Household
Wealth Trends in the United States, 1962-2013,” Working Paper 20733, National
Bureau of Economic Research, 2014, tables 1 and 2, using Survey of Consumer
Finances data.

When the housing bubble popped in the late 2000s, the pattern of wealth
inequality changed. As figure 2 shows, average wealth among Americans
in the middle 20% fell all the way back to below early 1980s levels.
Average wealth among the bottom 40% also dropped, though from an
already very low level. All of the increase in wealth inequality within the
lower half thereby evaporated.
Those at the top also suffered wealth losses, due to the fall in stock
prices during the 2008-09 economic crash. But since then stock prices
have risen sharply while home prices haven’t, so wealth inequality between
the top and everyone else has increased.3
There is a different data series on wealth inequality in the United States
that goes back much farther in time and also allows comparison with
several other rich countries. According to these data, shown in figure 3,
the top 1%’s share of the wealth decreased in the first half of the
twentieth century, then was flat until around 1980, and since then has
increased a bit. The three other countries — France, Sweden, and the UK
— experienced a similar pattern.

FIGURE 3. Wealth share of the top 1%
Wealth = assets minus liabilities. Data source: Thomas Piketty, Capital in the
Twenty-First Century, Harvard University Press, 2014, ch. 10.

What accounts for the significant reduction in wealth inequality during the
first half or two-thirds of the twentieth century? Four developments
appear to have been crucial.4
A key part of the story was declines in the value of private assets, which
are disproportionately owned by those at the top. Businesses and
property were destroyed during the two world wars. Land values fell as
economies transitioned from agriculture to manufacturing. The value of
businesses and stocks plummeted during the Great Depression.
Persistent lack of confidence in the stock market along with new financial
regulations and new taxes on dividends and profits kept corporate and
stock values relatively low through the 1950s and 1960s. In western
European nations, there also was some post-World War II nationalization
of formerly private firms.
Second, homeownership rates increased significantly, particularly after the
invention of government-backed 30-year fixed-interest-rate mortgage
loans in the 1930s. This facilitated wealth accumulation among the middle
class.
A third contributing factor was historically rapid rates of economic growth
in the 1940s, 1950s, and 1960s coupled with institutions — strong labor
unions, in particular — that ensured a significant amount of this growth
trickled down to the middle and lower parts of the distribution via rising
wages and employment. This reduced the income share of the top 1%,5
which in turn reduced its grip on wealth.
Fourth, during these decades all affluent countries enacted and expanded
new taxes on income, and in some instances on wealth.
HOW DOES THE US COMPARE TO OTHER NATIONS?
Figure 3 shows that while France, Sweden, and the UK began the
twentieth century with more wealth inequality than the US, their decline
was sharper and it continued for longer, until 1970. As a result, America’s
richest 1% today hold a larger share of the country’s wealth than their
counterparts in these other nations. The OECD has data for more
countries around 2010. According to those data, shown in figure 4, the
United States has the most top-end wealth inequality of any rich nation,
though another source suggests Switzerland is similar or possibly more
unequal.6

FIGURE 4. Wealth share of the top 1%
The data are for 2010-12. Wealth = assets minus liabilities. Data source: OECD.
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Americans believe in equal opportunity. Surveys consistently find 90% of
the public agreeing that “our society should do what is necessary to make
sure that everyone has an equal opportunity to succeed,” as figure 1
shows. This level of support is rare.1 It suggests policy makers ought to
put equality of opportunity at or near the top of the list of goals they
pursue.

FIGURE 1. Agree our society should do what is necessary to make sure
everyone has an equal opportunity to succeed
Estimated share of US adults. Five response options: agree completely, agree
mostly, disagree mostly, disagree completely, don’t know. The chart shows the
share choosing agree completely or agree mostly, with don’t know responses
excluded. Data source: Pew Research Center, Trends in American Values: 19872012, p. 147.

Yet true equality of opportunity is unattainable. Equal opportunity
requires that each person has equivalent skills, abilities, knowledge, and
noncognitive traits upon reaching adulthood, and that’s impossible to
achieve. Our capabilities are shaped by genetics, developments in utero,
parents, siblings, peers, teachers, preachers, sports coaches, tutors,
neighborhoods, and a slew of chance events and occurrences. Society
can’t fully equalize, offset, or compensate for these influences.
In fact, if we think about it carefully, few of us truly want equal
opportunity, as it would require massive intervention in home life and
probably also genetic engineering. Moreover, if parents knew everyone
would end up with the same skills and abilities at the end of childhood,
they would have little incentive to invest effort and money in their

children’s development, and that would result in a lower absolute level of
capabilities for everyone.
What we really want is for each person to have the most opportunity
possible. We should aim, in Amartya Sen’s helpful formulation, to
maximize people’s capability to choose, act, and accomplish.2 Pursuing
that goal requires providing greater-than-average help to those with less
advantageous circumstances or conditions. That, in turn, would move us
closer to equal opportunity, even if, as I’ve just explained, full equality of
opportunity is not attainable.
Americans have tended to believe that ours is a country in which
opportunity is plentiful. This view became especially prominent in the
second half of the nineteenth century, when the economy was shifting
from farming to industry and Horatio Alger was churning out rags-toriches tales.3 It’s still present. On the night of his election in 2008, Barack
Obama, the country’s first African American president, began his victory
speech by saying “If there is anyone out there who still doubts that
America is a place where all things are possible … tonight is your answer.”
There’s more than a grain of truth in this sentiment. One of the country’s
major successes in the past half century has been its progress in
reducing obstacles to opportunity stemming from gender and race.
Today, women are more likely to graduate from college than men and are
catching up in employment and earnings.4 The gap between whites and
nonwhites has narrowed as well, albeit less dramatically.5
When we turn to family background, however, the news is disappointing.
Americans growing up in less advantaged homes have far less opportunity
than their counterparts from better-off families, and this opportunity gap
hasn’t narrowed in recent decades. If anything, it may have widened.
FAMILY BACKGROUND AND UNEQUAL OPPORTUNITY
There is no straightforward way to measure opportunity, so social
scientists tend to infer from outcomes, such as employment or earnings.
If we find that a particular group fares worse than others, we suspect a
barrier to opportunity. It isn’t ironclad proof, but it’s the best we can do.
To assess equality of opportunity among people from different family
backgrounds, we look at relative intergenerational mobility — a person’s
position on the income ladder relative to her or his parents’ position.6
Think of the income distribution as a ladder with five rungs, with each
rung representing a fifth of the population. In a society with equal
opportunity, every person would have a 20% chance of landing on each of
the five rungs and hence a 60% chance of landing on the middle rung or a
higher one. The reality is quite different. An American born into a family in
the bottom fifth of incomes between the mid-1960s and the mid-1980s
has roughly a 30% chance of reaching the middle fifth or higher in
adulthood, whereas an American born into the middle fifth has a 66%
chance of ending up in the middle fifth or higher and one born into the
top fifth has an 80% chance.7
Figure 2 offers a more precise way to see the degree of inequality of
opportunity. It uses data from a large sample of Americans born since
1970 and their parents. On the horizontal axis is the parents’ income rank
— their income relative to the incomes of other parents. On the vertical
axis is the average income ranking of the children of those parents when
the children are in young adulthood. The dot farthest to the left, for

instance, shows the average income rank of children whose parents were
in the lowest income percentile.

FIGURE 2. Children’s income rank by their parents’ income rank
Horizontal axis: Parents’ household income rank when the child is in her or his
late teens. Vertical axis: Child’s average household income rank in her or his late
20s. The income data are from tax filings merged with Social Security records.
Data source: Raj Chetty, Nathaniel Hendren, Patrick Kline, Emmanuel Saez, and
Nicholas Turner, “Is the United States Still the Land of Opportunity? Recent Trends
in Intergenerational Mobility,” slides, equality-of-opportunity.org.

In a society with perfectly equal opportunity, the data points in this chart
would form a flat line — children’s income position in adulthood would, on
average, be the same no matter what their parents’ income was. Instead
we see a line that slopes sharply upward. Among people whose parents
were on the bottom rungs of the income ladder, the average income
ranking in young adulthood is relatively low. Among those whose parents
were in the middle, the average is in the middle. And persons whose
parents’ income was at the high end tend to end up at the high end
themselves.
There is some movement. Among children whose parents were in the
lowest income percentile, the average ranking is the 30th percentile. That
means some end up at the bottom, some end up in the middle, and
perhaps a few end up even higher. Similarly, among children whose
parents were at the top of the income distribution, the average income
ranking is around the 70th percentile, which means many of them don’t
stay at the very top. Even so, the correlation between parents’ income
and children’s income is quite strong.
The causes of this stark inequality of opportunity are multiple and
interlinked, from genes to family structure to parenting to household
income to neighborhood to schooling and more.
Children in low-income homes tend to start behind right from birth, due
to differences in genetics and developments in utero.8
Poorer children are less likely to grow up in a home with both of their
original parents, and such kids tend to fare worse on a host of outcomes,
from school completion to staying out of prison to earning more in
adulthood.9
Low-income parents aren’t able to spend as much on goods and services
aimed at enriching their children, such as music lessons and other
extracurricular activities, travel, and summer camp.10

Parents with less education and income tend to read less to their children
and provide less help with schoolwork. They are less likely to set and
enforce clear rules and routines. And they are less likely to encourage
their children to aspire to high achievement in school and at work. Lowincome parents also are more likely to be anxious and stressed, which
may affect the general home atmosphere and hinder their ability to
provide emotional support to their children.11
Children in low-income families are more likely to grow up in
neighborhoods with high crime, with few employed adults, and with weak
institutions and organizations (civic groups, churches, sports leagues).12
In the prekindergarten years, children of affluent parents often attend
high-quality education-oriented preschools, while kids of poorer parents
are more likely to be left with a neighborhood babysitter who plops them
in front of the television.13
Elementary and secondary schools help to equalize opportunity, and as
disparities in funding across public K-12 school districts have diminished,
they’ve become more effective at doing so. Yet large differences in the
quality of schools persist, and the poorest neighborhoods still tend to
have weaker ones.14
The equalizing effects of college are striking. Among Americans whose
family incomes during childhood were in the bottom fifth but who get a
four-year college degree, 53% end up in the middle fifth or higher, which
is pretty close to the 60% chance they would have with perfectly equal
opportunity.15 But children from poor backgrounds are less likely than
others to enter and complete college, partly because they lag behind at
the end of high school, partly because college is so expensive, and partly
because many colleges don’t have adequate supports in place.16
When it comes time to get a job, the story is no better. Low-income
parents tend to have fewer valuable connections to help their children find
good jobs.17 Some people from poor homes are further hampered by a
lack of English language skills. Another disadvantage for the lower-income
population is that in the 1970s and 1980s, the United States began
incarcerating more young men, including many for minor offenses. Having
a criminal record makes it more difficult to get a stable job with decent
pay.18 A number of developments, including technological advances,
globalization, a loss of manufacturing employment, and the decline of
unions, have reduced the number of jobs that require limited skills but
pay a middle-class wage — the kind of jobs that once lifted poorer
Americans into the middle class.19
Finally, not only do those from better-off families tend to end up with
more schooling and higher-paying jobs. They also marry (or cohabit with)
others like themselves, which magnifies the impact of gaps in skills, jobs,
and pay among individuals.20
HAS THE OPPORTUNITY GAP WIDENED?
From the mid-1800s to the 1970s, differences in opportunity based on
family circumstances decreased.21 As the farming-based US labor force
shifted to manufacturing, many Americans joined the paid economy,
allowing an increasing number to move onto and up the income ladder.
Elementary education became universal, and secondary education
expanded. Then, in the 1960s and 1970s, school desegregation, the
outlawing of discrimination in college admissions and hiring, and the

introduction of affirmative action opened economic doors for many
Americans.
What has happened since the 1970s? It’s too soon to tell, as most
Americans born after the 1970s are still quite young, making it difficult to
know where on the income ladder they will end up. But there is reason to
suspect that America’s progress in reducing inequality of opportunity
based on family background has stalled, and perhaps even reversed. A
few trends favor enhanced mobility: racial discrimination has continued to
decrease, health insurance coverage for the poor has expanded due to
changes in Medicaid in the 1980s and the late 1990s, we removed lead
from gasoline beginning in the 1970s, violent crime has decreased sharply
since the early 1990s, and in many states the gap in school funding
between low-income districts and high-income districts has been reduced.
However, a number of the key determinants of attainment — family
structure, parents’ income, parenting styles and behaviors, education,
employment and earnings, and partner selection — have moved in a
direction that is likely to have widened the opportunity gap.22
As figure 3 indicates, the collapse of the two-parent family has been most
pronounced among parents with less than a college education. The same
appears to be true of parental instability, which some experts believe is
more consequential for children than the number of parents in the
home.23

FIGURE 3. Children not living with both biological parents at age 16 by
mother’s education
Data source: General Social Survey, sda.berkeley.edu/archive.htm, series
family16, maeduc.

Inequality in incomes has increased since the 1970s.24 As figure 4 shows,
over the same period we’ve seen a rise in inequality of families’
expenditures on their children, particularly between the top and the
middle.

FIGURE 4. Expenditures on children by parents’ income
Spending per child, in 2008 dollars. Inflation adjustment is via the CPI-U-RS.
Includes expenditures on child care, education, clothing, toys, games, musical
equipment, bicycles, camping equipment, and services and repairs for these
items. Q1 is the bottom fifth (quintile) of the income distribution; Q3 is the middle
fifth; Q5 is the top fifth. Data source: Sabino Kornrich and Frank Furstenberg,
“Investing in Children: Changes in Spending on Children, 1972 to 2007,”
Demography, 2013, table 3, using data from the Consumer Expenditure Survey.

With the advent of the modern intensive-parenting culture, class
differences in parenting styles and traits seem to have increased.25
As care of preschool-age children has shifted from stay-at-home mothers
to out-of-home providers, it’s likely that the gap in the quality of care and
education received by low-income kids versus high-income kids during
these years has widened.
According to data compiled by Sean Reardon, shown in figure 5, the gap
in average test scores between middle-school children from high-income
families and low-income families has risen steadily. Among children born in
1970, those from high-income homes scored, on average, about threequarters of a standard deviation higher on math and reading tests than
those from low-income homes. For children born in 2000, the gap has
grown to one and a quarter standard deviations. Most of the increase in
the test score gap, according to Reardon, has occurred between children
from high-income families and those from middle- or low-income ones.26

FIGURE 5. Test score gap in reading between middle-school students
from high-income families and those from low-income families
Source: Sean F. Reardon, “The Widening Academic Achievement Gap Between
the Rich and the Poor: New Evidence and Possible Explanations,” in Whither
Opportunity? Rising Inequality, Schools, and Children’s Life Chances, edited by
Greg J. Duncan and Richard J. Murnane, Russell Sage Foundation, 2011, figure
5.1.

Households with different incomes increasingly live in different
communities, as residential segregation by class has increased. Education
and income gaps in participation in schools, civic organizations, churches,
and other institutions have widened. And compared to their higherincome peers, children from low-income families have become less and
less likely to participate in school-based extracurricular activities, from
clubs to band to sports teams.27
The gap in college completion also has widened. Figure 6 shows college
completion by parents’ income for children growing up in the 1960s and
1970s (birth years 1961-64) and children growing up in the 1980s and
1990s (birth years 1979-82). College completion increased among all
groups, but the lower the parents’ income, the smaller the rise.

FIGURE 6. College completion by parents’ income
College completion: four or more years of college. Q1-income family: the person’s
family income during childhood was on the lowest quarter of the income ladder.
Q2, Q3, and Q4 refer, respectively, to the second, third, and fourth quarters of the
income ladder. Data source: Martha Bailey and Susan Dynarski, “Gains and Gaps:
A Historical Perspective on Inequality in College Entry and Completion,” in Whither
Opportunity? Rising Inequality, Schools, and Children’s Life Chances, edited by
Greg J. Duncan and Richard J. Murnane, Russell Sage Foundation, 2011, figure
6.3, using National Longitudinal Survey of Youth data.

Finally, Americans increasingly tend to marry or partner with someone
who has similar educational attainment.28 This shift toward greater marital
homogamy is likely to have further reduced the chance that someone
starting at the bottom will end up in the middle or higher.
Though it’s too early to draw a confident conclusion about whether
equality of opportunity has changed since the 1970s, several studies have
attempted to do so. Three conclude that equality of opportunity,
measured as relative intergenerational income mobility, has declined.29
Daniel Aaronson and Bhashkar Mazumder, using estimates from
Census data
Dierdre Bloome and Bruce Western, using National Longitudinal
Surveys data
Jonathan Davis and Bhashkar Mazumder, using National Longitudinal
Surveys data
Four others, however, conclude that there has been no change.30
David Harding, Christopher Jencks, Leonard Lopoo, and Susan
Mayer, using data from the General Social Survey (GSS) and the
Panel Study of Income Dynamics (PSID)

Chul-In Lee and Gary Solon, using data from the PSID
Scott Winship, using National Longitudinal Surveys data
Raj Chetty, Nathaniel Hendren, Patrick Kline, Emmanuel Saez, and
Nicholas Turner, using IRS tax records and Social Security
Administration data
HOW DOES THE US COMPARE TO OTHER AFFLUENT
COUNTRIES?
From 1865 to 1970, the United States probably had more relative
intergenerational mobility than other rich countries. But that may no
longer be the case. Figure 7 shows the degree of earnings mobility in the
United States and ten other countries according to one set of estimates.
Along with Italy and France, the US has the least mobility. On the other
hand, two recent studies find no difference in mobility between the US,
Canada, Sweden, and Germany.31
These calculations are limited by the fact that they focus on the earnings
of the parent (father) and the child. This is a partial, and potentially
misleading, indicator of household income. Moreover, this causes these
studies to leave out Americans who grow up in a single-mother household
— a group that includes a nontrivial share of those on the lowest rung of
the income ladder.

FIGURE 7. Inequality of opportunity in 11 rich nations
Correlation between the earnings of parents and those of their children. A larger
correlation indicates less relative intergenerational mobility and hence less
equality of opportunity. Data source: John Ermisch, Markus Jäntti, and Timothy
Smeeding, eds., From Parents to Children: The Intergenerational Transmission of
Advantage, Russell Sage Foundation, 2012, figure 1.1.

HOW CAN WE CLOSE THE OPPORTUNITY GAP?
It’s unlikely that there is a silver bullet, so progress probably will have to
come on multiple fronts. Promising strategies include good-quality,
affordable early education, improved K-12 schools in low-income
neighborhoods, enhanced efforts to boost college attendance and
graduation among children from low-income homes, delayed childbearing
and perhaps increased marriage among the less-educated, in-home
parenting instruction, a higher wage floor, increases in the Child Tax
Credit and/or the Earned Income Tax Credit, reduced income inequality,
criminal justice reform so that fewer nonviolent offenders are incarcerated,
and affirmative action based on family background.32
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As a society gets richer, its citizens’ living standards should rise. The
poorest needn’t benefit the most; equal rates of improvement may be
good enough. We might not even mind if the wealthiest benefit a bit more
than others; a little increase in income inequality is hardly catastrophic.
But in a good society, those in the middle and at the bottom ought to
benefit significantly from economic growth. When the country prospers,
everyone should prosper.1
How has the United States fared in recent decades? How has it done
compared to other affluent countries? I examine the least well-off in “A
Decent and Rising Income Floor.” Here I focus on households in the broad
middle.
MIDDLE-CLASS INCOMES IN COMPARATIVE
PERSPECTIVE
The United States is among the richest of the world’s longstanding
democracies. Its GDP per capita trails only Norway’s.2 How effectively is
that prosperity shared? Figure 1 shows disposable household income at
the 75th percentile. (About 75% of households have an income that’s
lower, and 25% have an income that’s higher.) At this point on the
economic ladder, US households are richer than their counterparts in any
other affluent nation. And since the 1970s their income has increased by
about $15,000 — a modest improvement, but hardly a trivial one.

FIGURE 1. Seventy-fifth-percentile household income
Posttransfer-posttax household income. The incomes are adjusted for household
size and then rescaled to reflect a three-person household, adjusted for inflation,
and converted to US dollars using purchasing power parities. “k” = thousand. The

lines are loess curves. Data sources: Luxembourg Income Study; OECD.

Figure 2 shows income at the median — the 50th percentile.3 (Figure A1
in the appendix has a separate graph for each country.) Here America is
near the top in the cross-country ranking. But our median income is
below that of Norway and Switzerland, and it has increased only a little
since the 1970s, so other nations have been catching up.4

FIGURE 2. Median household income
Posttransfer-posttax household income. The incomes are adjusted for household
size and then rescaled to reflect a three-person household, adjusted for inflation,
and converted to US dollars using purchasing power parities. “k” = thousand. The
lines are loess curves. Data sources: Luxembourg Income Study; OECD.

Figure 3 shows income at the 25th percentile. At this point on the ladder
the United States is in the middle of the pack among the world’s affluent
countries. And we’ve had little increase in recent decades. Quite a few
other nations have caught up with us or pulled ahead.

FIGURE 3. Twenty-fifth-percentile household income
Posttransfer-posttax household income. The incomes are adjusted for household
size and then rescaled to reflect a three-person household, adjusted for inflation,
and converted to US dollars using purchasing power parities. “k” = thousand. The
lines are loess curves. Data sources: Luxembourg Income Study; OECD.

THE UNITED STATES SINCE THE 1970s
In the period between World War II and the mid-to-late 1970s, economic
growth was good for Americans in the middle. Figure 4 shows that as
GDP per capita increased, so did family income at the 80th percentile, the
50th percentile (the median), and the 20th percentile.5 Indeed, they

moved virtually in lockstep. Since then, however, household income has
become decoupled from economic growth. As the economy has grown,
relatively little of that growth has reached households in the middle,
particularly those in the lower-middle.

FIGURE 4. GDP per capita and middle-class family income
P20 is the 20th percentile on the income ladder; P50 is the 50th percentile
(median); P80 is the 80th percentile. Each series is displayed as an index set to
equal 1 in 1947. The family income data are posttransfer-pretax. Inflation
adjustment for each series is via the CPI-U-RS. Data sources: Bureau of
Economic Analysis, “National Income and Product Accounts Tables,” table 1.1.5;
Census Bureau, “Historical Income Data,” tables F-1 and F-5.

How much income has this cost middle-class households? To see, let’s
make two adjustments. First, let’s switch from families to households. A
family is defined by the Census Bureau as a household with two or more
related persons. Defined this way, families don’t include adults who live
alone or with others to whom they aren’t related. It’s odd to exclude this
group, but that’s what the Census Bureau did until 1967. Only then did it
begin tabulating data for all households. I used families in figures 4 in
order to begin earlier, in the mid-1940s, but household is a better unit.
Second, to make things perfectly comparable, let’s switch from GDP per
person to GDP per household.6
As figure 5 shows, median household income was $50,000 in 1979 and
$54,000 in 2014. Had it kept pace with GDP per household since 1979, it
would instead have been $68,000.

FIGURE 5. Median household income
Posttransfer-pretax income, in 2015 dollars. Inflation adjustment is via the CPI-URS. “k” = thousand. Data sources: Bureau of Economic Analysis, “National Income
and Product Accounts Tables,” table 1.1.5; Census Bureau, “Historical Income
Data,” table H-5.

Why has this happened? Rising inequality. Since the 1970s, a larger and
larger share of household income growth has gone to Americans at the
very top of the ladder — roughly speaking, those in the top 1%. The
income pie has gotten bigger, and everyone’s slice has increased in size,
but the slice of the richest has expanded massively while that of the
middle and below has gotten only a little bigger.7
This is a disappointing development. But does the trend in middle incomes
paint an accurate picture of changes in living standards?8
“IT’S BETTER THAN IT LOOKS”
In the view of some, the picture conveyed by figures 4 and 5 is too
pessimistic. They argue that incomes or broader living standards actually
have grown relatively rapidly, keeping pace with the economy.9 There are
nine variants of this view. Let’s consider them one by one.
1. The income data are too thin. The data for family income in figures 4
and 5 don’t include certain types of government transfers or the value of
health insurance contributions from employers or (in the case of Medicare
and Medicaid) government. And they don’t subtract taxes. If these
sources of income have risen rapidly for middle-class households, or if
taxes have fallen sharply, the picture conveyed in figures 4 and 5 will
understate the true rate of progress.
Happily, we have an alternative source of information: data compiled by
the Congressional Budget Office (CBO). I didn’t use these data in figures
4 and 5 because they don’t begin until 1979. But if those charts are
replicated using the CBO data, the trends since the late 1970s look
similar.10
2. The income data miss upward movement over the life course. The
family income data shown in figures 4 and 5 are from the Current
Population Survey, which each year asks a representative sample of
American adults what their income was in the previous year. But each year
the sample consists of a new group; the survey doesn’t track the same
people as they move through the life course.
If we interpret figures 4 and 5 as showing what happens to typical
American families over the life course, we’ll conclude that they see very
little increase in income as they age. That’s incorrect. In any given year,
some of those with below-median income are young. Their wages and
income are low because they are in the early stages of the work career
and/or because they’re single. Over time, many will experience a
significant income rise, getting pay increases or partnering with someone
who also has earnings, or both. Figures 4 and 5 miss this income growth
over the life course.
Figure 6 illustrates the point. The lower line shows median income among
families with a “head” aged 25 to 34. The top line shows median income
among the same cohort of families twenty years later, when their heads
are aged 45 to 54. Consider the year 1979, for instance. The lower line
tells us that in 1979 the median income of families with a 25-to-34-yearold head was about $58,000 (in 2013 dollars). The data point for 1979 in
the top line looks at the median income of that same group of families
twenty years later, in 1999, when they are 45 to 54 years old. This is the
peak earning stage for most people, and their median income is now

about $91,000.

FIGURE 6. Median income within and across cohorts
For each year, the lower line is median income among families with a “head” age
25-34 and the top line is median income for the same cohort of families twenty
years later. In the years for which the calculation is possible, 1947 to 1993, the
average increase in income during this two-decade portion of the life course is
$32,500. The data are in 2013 dollars; inflation adjustment is via the CPI-U-RS. “k”
= thousand. Data source: Census Bureau, “Historical Income Data,” table F-11.

In each year, the gap between the two lines is roughly $33,000. This tells
us that the incomes of middle-class Americans tend to increase
substantially as they move from the early years of the work career to the
peak years.
Should this reduce our concern about the over-time pattern shown in
figures 4 and 5 above? No, it shouldn’t. Look again at figure 6. Between
the mid-1940s and the mid-1970s, the median income of families in early
adulthood (the lower line) rose steadily. In the mid-1940s median income
for these young families was around $27,000; by the mid-1970s it had
doubled. Americans during this period experienced income gains over the
life course, but they also tended to have higher incomes than their
predecessors, both in their early work years and in their peak years.
That’s because the economy was growing at a healthy clip and the
economic growth was trickling down to Americans in the middle.
After the mid-1970s, this steady gain disappeared.11 From the mid-1970s
to 2013 the median income of families with a 25-to-34-year-old head was
flat. They continued to achieve income gains during the life course.
(Actually, we don’t yet know about those who started out after the mid1990s, as they’re just now beginning to reach age 45 to 54. The question
marks in the chart show what their incomes will be if the historical
trajectory holds true.) But the improvement across cohorts that
characterized the period from the mid-1940s through the 1970s — each
cohort starting higher and ending higher than earlier ones — disappeared.
Income for many Americans rises during the life course, and this is indeed
hidden by charts such as figures 4 and 5. But that shouldn’t lessen our
concern about the decoupling of household income growth from economic
growth that has occurred over the past generation. We want
improvement not just within cohorts, but also across them.
3. Households have gotten smaller. The size of the typical American
household has been shrinking since the mid-1960s, when the “baby
boom” ended. Some will therefore say we don’t need income growth to be
so rapid any more.

But this shrinkage in household size probably shouldn’t alter our
interpretation of slow income growth. Incomes have become decoupled
from economic growth because a large and rising share of economic
growth has gone to households at the top of the ladder. Yet household
size has decreased among the rich too; they don’t need the extra income
more than those in the middle and below do.
4. More people are in college or retired. The income data in figures 4 and
5 are for families with a “head” aged 15 or older. The share of young
Americans attending college has increased since the 1970s, and the share
of Americans who are elderly and hence retired has risen. These two
developments have reduced the share of families with an employed adult
head. However, this doesn’t account for the slow growth of family income
relative to the economy. The trend in income among families with a head
aged 25 to 54, in the prime of the work career, is very similar to that for
all families.12
5. There are more immigrants. Immigration into the United States began
to increase in the late 1960s. The foreign-born share of the American
population, including both legal and illegal immigrants, rose from 5% in
1970 to 13% in 2013.13 Quite a few have come with limited labor market
skills and little or no English, so their incomes tend to be low. For many
such immigrants, a low income in the United States is a substantial
improvement over what their income would be in their home country. So if
this accounts for the divorce between economic growth and median
income growth over the past generation, perhaps we shouldn’t worry.
Immigration is indeed part of the story. But it is a relatively small part.
The rise in median family income for non-Hispanic whites, which excludes
most immigrants, has been only slightly greater than the rise in median
income for all families shown in figures 4 and 5.14
6. Employer spending on healthcare and pensions for their employees
has increased. This might leave less money available for wage and salary
increases. However, the share of employee compensation that goes to
nonwage benefits has been essentially flat since the late 1970s, so this
has played at most a very small role in the failure of household incomes to
keep up with per capita GDP during this period.15
7. Consumption has continued to rise rapidly. Some consider spending a
better indicator than income of people’s standard of living. Even though
the incomes of middle- and low-income Americans have grown slowly,
they may have increased their consumption more rapidly by drawing on
assets (equity in a home, savings) and/or debt.
But that isn’t the case. According to the best available data, from the
Consumer Expenditures Survey (CES), median family expenditures rose
at the same pace as median family income in the 1980s, 1990s, and
2000s.16
8. Wealth has increased sharply. Income and consumption growth for
middle-income Americans may have lagged well behind growth of the
economy, but was that offset by rapid growth of wealth (assets minus
debts)?
Yes, it was, but only temporarily. We have data on wealth from the
Survey of Consumer Finances (SCF), administered by the Federal Reserve
every three years. Figure 7 shows the trend in median household wealth
along with the trend in median household income. The wealth data are

first available in 1983. What we see is a sharp upward spike in median
wealth in the second half of the 1990s and the first half of the 2000s. The
home is the chief asset of most middle-class Americans, and home values
jumped during this period. But then the housing bubble burst and median
wealth fell precipitously, erasing all of the gains.17 And for those who lost
their home during the crash, things are worse than what’s conveyed by
these data.

FIGURE 7. Median household income and median household wealth
2013 dollars; inflation adjustment is via the CPI-U. “k” = thousand. Median wealth:
Household net worth, calculated as assets minus liabilities. Data source: Edward
N. Wolff, “Household Wealth Trends in the United States, 1962-2013,” Working
Paper 20733, National Bureau of Economic Research, 2014, table 1, using Survey
of Consumer Finances data. Median income: Posttransfer-posttax household
income, adjusted for household size and then rescaled to reflect a three-person
household. Data source: Luxembourg Income Study.

Even before the bubble burst, not everyone benefited. Of the one third of
Americans who don’t own a home, many are on the lower half of the
income ladder. For them, the rise in home values in the 1990s and 2000s
did nothing to compensate for the slow growth of income since the
1970s.
9. There have been significant improvements in quality of life. The final
variant of the notion that income data understate the degree of advance
in living standards focuses on improvements in the quality of goods,
services, and social norms. It suggests that adjusting the income data for
inflation doesn’t do justice to the enhancements in quality of life that have
occurred in the past generation.
Fewer jobs require hard physical labor, and workplace accidents and
deaths have decreased. Life expectancy rose from 74 years in 1979 to 79
years in 2012. Cancer survival is up. Infant mortality is down. An array of
new pharmaceuticals now help relieve various conditions and ailments.
MRIs, CT scans, and other diagnostic tools have enhanced physicians’
ability to detect serious health problems. Organ transplants, hip and knee
replacements, and lasik eye surgery are now commonplace. Violent crime
has dropped to pre-1970s levels. Air and water quality are much
improved.
We live in bigger houses; the median size of new homes rose from 1,600
square feet in 1979 to 2,600 in 2013. Cars are safer and get better gas
mileage. Food and clothing are cheaper. We have access to an assortment
of conveniences that didn’t exist or weren’t widely available a generation
ago: personal computers, printers, scanners, microwave ovens, TV
remote controls, digital video recorders, camcorders, digital cameras, five-

blade razors, home pregnancy tests, home security systems, handheld
calculators. Product variety has increased for almost all goods and
services, from cars to restaurant food to toothpaste to television
programs.
We have much greater access to information via the internet, Google,
cable TV, travel guides, mapping apps and GPS, smartphones, and
tablets. We have a host of new communication tools: cell phones,
voicemail, email, Skype, Facebook, Twitter, Instagram. Personal
entertainment sources and devices have proliferated: cable TV, highdefinition televisions, home entertainment systems, the internet, MP3
players, CD players, DVD players, Netflix, satellite radio, video games.
Last, but not least, discrimination on the basis of sex, race, and more
recently sexual orientation have diminished. For women, racial and ethnic
minorities, and LGBTQ Americans, this may be the most valuable
improvement of all.
There is no disputing these gains in quality of life. But did they occur
because income growth for middle- and low-income Americans lagged well
behind growth of the economy? In other words, did we need to sacrifice
income growth in order to get these improved products and services?
Some say yes, arguing that returns to success soared in fields such as
high tech, finance, entertainment, and athletics, as well as for CEOs.
These markets became “winner-take-all,” and the rewards reaped by the
winners mushroomed. For those with a shot at being the best in their
field, this increased the financial incentive to work harder or longer or to
be more creative. This rise in financial incentives produced a
corresponding rise in excellence — new products and services and
enhanced quality.
Is this correct? To begin, consider the case of Apple and Steve Jobs.
Apple’s Macintosh, iPod, iTunes, MacBook Air, iPhone, and iPad were so
different from and superior to anything that preceded them that their
addition to living standards isn’t likely to be adequately measured. Did
slow middle-class income growth make this possible? Would Jobs and his
teams of engineers, designers, and others at Apple have worked as hard
as they did to create these new products and bring them to market in the
absence of massive winner-take-all financial incentives?
It’s difficult to know. But Walter Isaacson’s comprehensive biography of
Steve Jobs suggests that he was driven by a passion for the products,
for winning the competitive battle, and for status among peers.18
Excellence and victory were their own reward, not a means to the end of
financial riches. In this respect Jobs mirrors scores of inventors and
entrepreneurs over the ages. So while the rise of winner-take-all
compensation occurred simultaneously with surges in innovation and
productivity in certain fields, it may not have caused those surges.
For a more systematic assessment, we can look at the preceding period —
the 1940s, 1950s, 1960s, and early 1970s.19 In these years lower-half
incomes grew at roughly the same pace as the economy and as incomes
at the top. Did this squash the incentive for innovation and hard work and
thereby come at the expense of broader quality-of-life improvements?
During this period the share of Americans working in physically taxing
jobs fell steadily, as employment in agriculture and manufacturing was
declining. Life expectancy rose from 65 in 1945 to 71 in 1973. Antibiotic

use began in the 1940s, and open-heart bypass surgery was introduced
in the 1960s.
In 1940, only 44% of Americans owned a home; by 1970 that jumped to
64%. Home features and amenities changed dramatically, as the following
list makes clear. Running water: 70% in 1940, 98% in 1970. Indoor flush
toilet: 60% in 1960, 95% in 1970. Electric lighting: 79% in 1940, 99% in
1970. Central heating: 40% in 1940, 78% in 1970. Air conditioning: very
few (we don’t have precise data) in 1940, more than half in 1970.
Refrigerator: 47% in 1940, 99% in 1970. Washing machine: less than half
in 1940, 92% in 1970. Vacuum cleaner: 40% in 1940, 92% in 1970.
In 1970, 80% of American households had a car, compared to just 52%
in 1940. The interstate highway system was built in the 1950s and 1960s.
In 1970 there were 154 million air passengers, versus 4 million in 1940.
Only 45% of homes had a telephone in 1945; by 1970 virtually all did.
Long-distance phone calls were rare before the 1960s. In 1950, just 60%
of employed Americans took a vacation; in 1970 that had risen to 80%.
By 1970, 99% of Americans had a television, up from just 32% in 1940.
In music, the “album” originated in the late 1940s, and rock-n-roll began
in the 1950s. Other innovations that made life easier or more pleasurable
include photocopiers, disposable diapers, and the bikini.
The Civil Rights Act of 1964 outlawed gender and race discrimination in
public places, education, and employment. For women, life changed in
myriad ways. Female labor force participation rose from 30% in 1940 to
49% in 1970. Norms inhibiting divorce relaxed in the 1960s. The pill was
introduced in 1960. Abortion was legalized in the early 1970s. Access to
college increased massively in the 1960s.
Comparing these changes in quality of life is difficult, but I see no reason
to conclude that the pace of advance, or of innovation, has been more
rapid in recent decades than before.20
Yes, there have been significant improvements in quality of life in the
United States since the 1970s. But that shouldn’t lessen our
disappointment in the fact that incomes have been growing far more
slowly than the economy.
“IT’S WORSE THAN IT LOOKS”
Rather than understating the true degree of progress for middle- and
low-income Americans, the income trends shown in figures 4 and 5 above
might overstate it.21
1. Income growth is due mainly to the addition of a second earner. The
income of American households in the lower half has grown slowly since
the 1970s. But it might not have increased at all if not for the fact that
more households came to have two earners rather than one. From the
1940s through the mid-1970s, wages rose steadily. As a result, the
median income of most families, whether they had one earner or two,
increased at about the same pace as the economy. Since then,
households with a single adult have seen no income rise at all.22
It’s important to emphasize that most of this shift from one earner to
two has been voluntary. A growing number of women seek employment,
as their educational attainment has increased, discrimination in the labor
market has dissipated, and social norms have changed. The transition
from the traditional male-breadwinner family to the dual-earner one isn’t

simply a product of desperation to keep incomes growing.
Even so, as more two-adult households have both adults in employment,
more are struggling to balance the demands of home and work. Highquality childcare and preschool are expensive, and elementary and
secondary schools are in session only 180 of the 250 weekdays each
year. The difficulty is accentuated by the growing prevalence of long work
hours, odd hours, irregular hours, and long commutes. By the early
2000s, 25% of employed men and 10% of employed women were working
50 or more hours per week.23 And 35-40% of Americans were working
outside regular hours (9 am to 5 pm) and/or days (Monday to Friday).24
Average commute time rose from 40 minutes in 1980 to 50 minutes in
the late 2000s.25
2. The cost of some key middle-class expenses has risen much faster
than inflation. The income numbers in figures 4 and 5 are adjusted for
inflation. But the adjustment is based on the price of a bundle of goods
and services considered typical for American households. Changes in the
cost of certain goods and services that middle-class Americans consider
essential may not be adequately captured in this bundle. In particular,
because middle-class families typically want to own a home and to send
their kids to college, they suffered more than other Americans from the
sharp rise in housing prices and college tuition costs in the 1990s and
2000s. Moreover, as middle-class families have shifted from having one
earner to two, their spending needs may have changed in ways that
adjusting for inflation doesn’t capture. For example, they now need to
pay for childcare and require two cars rather than one.26
Consider a four-person family with two adults and two preschool-age
children. In the early 1970s, this family would probably have had one of
the adults employed and the other staying at home. By the mid-2000s,
it’s likely that both were employed. Here is how their costs for these bigticket expenses might have differed.27 Childcare: $0 in the early 1970s,
$12,500 in the mid-2000s. Car(s): $5,800 for one car in the early 1970s,
$8,800 for two cars in the mid-2000s. Home mortgage: $6,000 in the
early 1970s, $10,200 in the mid-2000s. When the children reach school
age, the strain eases. But when they head off to college it reappears; the
average cost of tuition, fees, and room/board at public four-year colleges
rose from $6,500 in the early 1970s to $12,000 in the mid-2000s.28
SHARED PROSPERITY IN COMPARATIVE PERSPECTIVE
Figure 8 shows change in median household income by change in GDP per
capita in the US and 13 other countries. Median income increased less in
the United States than in most of the other nations. That’s not because
our economy grew less rapidly; in fact, our increase in per capita GDP was
comparatively large. The problem is that less of America’s economic
growth reached middle-class households. (Figure A2 in the appendix has
graphs that show the pattern for each country.)

FIGURE 8. Median household income growth by economic growth
Change is per year, 1979-2013. Because the actual years vary somewhat
depending on the country, change is calculated by regressing household income
or GDP per capita on year. Household incomes are posttransfer-posttax, adjusted
for household size (the amounts shown are for a household with three persons).
Household incomes and GDP per capita are adjusted for inflation and converted to
US dollars using purchasing power parities. Ireland and Norway are omitted; both
would be far off the plot in the upper-right corner. Data sources: OECD;
Luxembourg Income Study.

The reason, again, is income inequality. As figure 9 shows, in countries
where the top 1% get a larger share of the income, median income
(adjusted for economic growth) has tended to grow more slowly. Though
it’s an especially striking case, the United States is part of a widespread
pattern.

FIGURE 9. Median household income growth by top 1%’s income share
1979-2013. The line is a linear regression line. The vertical axis measure is the
residuals from a regression of change in median household income on change in
GDP per capita. The incomes are adjusted for household size and then rescaled
to reflect a three-person household, adjusted for inflation, and converted to US
dollars using purchasing power parities. Top 1% income share: Income share of
the top 1% of tax units. Pretax income, excluding capital gains. Source: Lane
Kenworthy and Timothy Smeeding, “Does Top-End Income Inequality Reduce
Middle-Class Income Growth?,” 2015, using data from the World Top Incomes
Database, the Luxembourg Income Study, and the OECD.

SOURCES OF DECOUPLING IN AMERICA
Is the rise in top-end income inequality in the US since the late 1970s a
function of employment shifts? No. Households in the top 1% often have
two employed adults, but so do many middle-income households.29

Is it because the share of value-added in the economy going to labor fell
dramatically? The labor share did fall, but the decline was fairly minor, and
smaller than in many other rich nations.30
The main obstacle to income growth for middle-class households has
been rising inequality of pay. As figure 10 shows, wages for those in the
top 1% have increased sharply since the late 1970s, while in the middle
they have grown very slowly.31 And of the rich nations for which we have
data on wage trends, the United States has had the slowest growth at
the median.32

FIGURE 10. GDP per capita and wages
Each series is displayed as an index set to equal 1 in 1947. Inflation adjustment
for each series is via the CPI-U-RS. Data sources: Bureau of Economic Analysis,
“National Income and Product Accounts Tables,” table 1.1.5; Council of Economic
Advisers, Economic Report of the President; Lawrence Mishel et al, The State of
Working America, 12th edition, wages dataset.

What caused this divergence in pay trends? Key contributors include
increases in product market size, changes in corporate governance and
executive pay setting, increases in the market power of large firms,
financialization, soaring stock values, union decline, and reductions in top
tax rates.33
SUMMARY
Since the 1970s, incomes have risen slowly for the broad middle of
American households, despite sustained growth in the economy. With the
top 1% getting a larger and larger portion, household income growth for
the middle has become decoupled from economic growth. America’s
middle class is still fairly well-off by comparative and historical standards,
but it could be doing a good bit better.
APPENDIX
The appendix has additional data.
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One of the principal goals of a good society should be to improve the
living standards of the least well-off.1 How poor are the least well-off in
the United States and other affluent nations? How much has their
standard of living risen in recent decades? Why have some countries done
better than others?
HOW POOR ARE THE POOR?
Think of the income distribution in the United States as a ladder with five
rungs, each of which holds 20% of the population. Among the 25 million
households on the bottom rung, the average income as of 2013 was just
$19,500.2
Income data are never perfect. However, these data, compiled by the
Luxembourg Income Study, are quite good. They include earnings,
government cash and near-cash transfers, and other sources of income.
Tax payments are subtracted. These data give us a pretty reliable picture
of the incomes of American households.
Few of these low-income Americans are destitute. Most have clothing,
food, and shelter. Many have a car, a television, heat and air conditioning,
and access to medical care.3 But making ends meet on an income of
$19,500 is a challenge. That comes out to $1,625 a month. If you spend
$600 on rent and utilities, $300 on food, and $200 on transportation,
you’re left with just $525 each month for all other expenses. It’s doable.
Tens of millions of Americans offer proof of that. But this is a life best
described as “scraping by.”4
There are important caveats. First, since $19,500 is the average among
these 25 million households, about half have an income above this
amount, and for them making ends meet will be a little easier. But it still
won’t be easy. And the other half have incomes below the $19,500
average. Some solo adults make do with an income of $10,000 or $5,000.
Some families with one or more kids get by on $15,000 or even less.
About 1% of families with children and 4% of those without children have,
for at least three months during a year, an income of less than $2 a day
— an astonishingly low amount. That includes food stamps, EITC
payments, and housing support they receive. 5 As Kathryn Edin and Luke
Shaefer have documented, some of these Americans live in abysmal
conditions and engage in demeaning or dangerous activities in order to
subsist.6

Second, some of these households have assets that reduce their
expenses or provide a cushion in case expenses exceed income in a
particular month or year. Some, for example, own a home and therefore
have no rent or mortgage payments. But many aren’t saved by assets.
Approximately 26% of Americans are “asset poor,” meaning they don’t
have enough assets to replace their income for at least three months.7
Third, these data very likely underestimate the true incomes of some
households at the bottom. The data come from a survey in which people
are asked what their income was in the prior year. People in low-income
households tend to underreport their income, perhaps out of fear that
accurate disclosure will result in loss of a government benefit they
receive.8
Fourth, some of these 25 million households have a low income for only a
short time. Their income may be low one year because the wage earner
leaves her job temporarily to have a child, is sick, or gets laid off. By the
following year, the earner may be back in paid employment. Some low
earners are just beginning their work career. Five or ten years later, their
earnings will be higher, or perhaps they will have a partner whose
earnings add to household income. On the other hand, some who move
up the economic ladder will later move back down. Shuffling in and out of
poverty is common. Using a data set known as the Panel Study of Income
Dynamics (PSID), which tracks the same set of households over time,
Mark Rank, Thomas Hirschl, and Kirk Foster calculate that 10% of
Americans spend ten or more years with an income below 1.5 times the
US government’s official poverty line (about $18,000 for a single adult
and $34,500 for a household of four as of 2013) between the ages of 25
and 60.9
Fifth, some of these households are made up of immigrants from much
poorer nations. They are better off than they would have been if they had
stayed in their native country. But that doesn’t change the fact that they
are scraping by.
How much should these qualifiers alter our impression of economic
insecurity due to low income in the United States? It’s difficult to say.
Suppose the truly insecure constitute only half of the bottom fifth. That’s
still 10% of American households, quite a large share for a nation as rich
as ours.
Since the early 1990s the Survey of Income and Program Participation
(SIPP) has asked a representative sample of Americans about their living
conditions. Here’s what the most recent survey, in 2011, found for
households in the bottom fifth of incomes 10 :
54% don’t have a dishwasher.
47% don’t have a computer.
31% don’t have a clothes washer.
22% report two or more of the following: unmet essential expenses,
unpaid rent or mortgage, unpaid utilities, disconnected utilities,
disconnected phone, insufficient amount of food to eat, didn’t see a
doctor when needed, didn’t see a dentist when needed.
11% say their neighborhood is unsafe.
Perhaps we should measure low income in another way. We could, for
example, identify the minimum income needed for a decent standard of
living and then see how many households fall below this amount.11 A
team of researchers at the Economic Policy Institute did this, estimating

“basic family budgets” for metropolitan and rural areas around the
country and calculating the share of families with incomes below these
amounts in 1997-99.12 They concluded that approximately 29% of US
families could not make ends meet. More recently, researchers for United
Way have calculated household “survival budgets” in six states —
California, Connecticut, Florida, Indiana, Michigan, and New Jersey — as of
2012. Their estimates for a family of four range from $46,000 in Indiana
to $65,000 in Connecticut, and they find that 35% or more of the
households in each of the six states had an income below the needed
amount.13 Researchers with Wider Opportunities for Women and the
Center for Social Development at Washington University have calculated
basic-needs budgets for various household types as of 2013. They
estimate that to meet basic expenses, a single adult needed, on average,
about $30,000, and a household with two adults and two children needed
about $71,000. According to their calculations, 45% of American
households fell below the threshold.14
This helps us understand a striking finding in a 2014 study by the Federal
Reserve. Among 5,000 American adults asked how they would pay for a
hypothetical emergency expense totaling $400, 37% said they would be
unable to pay for it with cash or money in their bank account.15
ARE THE POOR BETTER OFF IN AMERICA THAN IN
OTHER AFFLUENT COUNTRIES?
The United States is one of the world’s richest nations. Among the
affluent longstanding democracies, only Norway has a higher per capita
gross domestic product (GDP). How do the incomes of America’s poor
compare with those in other affluent countries?
As figure 1 shows, household income at the tenth percentile of the
income ladder is lower in the US than in many other wealthy nations. (The
appendix has a separate graph for each country.) It’s only a little below
some of the other countries, but $5,000 to $10,000 below the leaders.
That’s a sizable difference.

Figure 1. Tenth-percentile household income
Posttransfer-posttax household income. The incomes are adjusted for household size and then
rescaled to reflect a three-person household, adjusted for inflation, and converted to US
dollars using purchasing power parities. “k” = thousand. The lines are loess curves. Data
sources: Luxembourg Income Study; OECD.

What if we look at a more direct measure of living standards, such as
material hardship? Two OECD researchers, Romina Boarini and Marco Mira
d’Ercole, have compiled material deprivation data from surveys in various
16

nations.16 Each survey asked identical or very similar questions about
seven indicators of material hardship: inability to adequately heat one’s
home, constrained food choices, overcrowding, poor environmental
conditions (noise, pollution), arrears in payment of utility bills, arrears m
mortgage or rent payments, and difficulty making ends meet. Boarini and
Mira d’Ercole create a summary measure of deprivation by averaging, for
each country, the shares of the population reporting deprivation in each
of these seven areas. As figure 2 indicates, the United States fares just
as badly on this measure.17

Figure 2. Material hardship rate
Average of the deprivation rates (share of households experiencing deprivation) in the
following seven areas: inability to adequately heat home, constrained food choices,
overcrowding, poor environmental conditions such as noise and pollution, arrears in payment
of utility bills, arrears in mortgage or rent payment, difficulty in making ends meet. Measured
in 2005. Data source: OECD, Growing Unequal?, 2008, pp. 186-188, using data from the
Survey on Income and Living Conditions (EU-SILC) for European countries, the Household
Income and Labour Dynamics in Australia survey (HILDA) for Australia, and the Survey of
Income and Program Participation (SIPP) for the United States.

HOW DO RICH COUNTRIES LIFT UP THE POOR?
As a nation grows richer, the living standards of its least well-off ought to
rise. Historically, economic growth has tended to benefit all households,
and that continues to be the case in many of the world’s developing
nations.18 But the fruits of economic growth don’t automatically trickle
down to everyone. In many affluent countries, a host of developments
over the past generation — economic globalization, the proliferation of
computers and robots, shareholder obsession with short-term profits,
union decline, and more — have reduced the likelihood that economic
growth will boost the incomes of the least well-off.
Have these countries continued to lift up the poor since the 1970s? Figure
3 shows that the United States has been particularly ineffective at doing
so. Many other countries achieved larger increases in the incomes of lowend households (vertical axis) despite smaller increases in GDP per capita
(horizontal axis).19

Figure 3. Tenth-percentile household income growth by economic growth
Change is per year, 1979-2013. Because the actual years vary somewhat depending on the
country, change is calculated by regressing household income or GDP per capita on year.
Household incomes are posttransfer-posttax, adjusted for household size (the amounts
shown are for a household with three persons). Household incomes and GDP per capita are
adjusted for inflation and converted to US dollars using purchasing power parities. Ireland
and Norway are omitted; both would be far off the plot in the upper-right corner. Data
sources: OECD; Luxembourg Income Study.

Why is that? We often think of the trickle down process as one in which
economic growth produces rising earnings via more work hours and
higher wages. But in almost all of these countries, the earnings of lowend households have increased little, if at all, since the late 1970s.
Instead, as figure 4 suggests, it is increases in net government transfers
— transfers received minus taxes paid — that have tended to drive
increases in incomes when they occurred.

Figure 4. Change in low-end households’ earnings and net government
transfers, 1979-2007
Households on the bottom fourth of the income ladder. Change is per year. The actual years
vary somewhat depending on the country. Earnings and net government transfers are adjusted
for household size, adjusted for inflation using the CPI, and converted to US dollars using
purchasing power parities. Data source: Luxembourg Income Study.

Governments in some of these nations have done more to pass the fruits
of economic growth on to the poor. For the most part, this hasn’t
entailed increasing the share of GDP allocated to public transfers. Such
increases were common in the 1960s and 1970s, but in most of these

affluent nations — even the most generous ones, such as Denmark and
Sweden — increases in the share of GDP allocated to public transfers
largely stopped after the 1970s. In recent decades, the distinction has
been between countries that have kept transfers rising in line with GDP
versus those that haven’t.
Sometimes doing so requires no explicit policy change, as benefit levels
tend to rise automatically as the economy grows. This happens when, for
instance, pensions, unemployment compensation, and related benefits are
indexed to average wages. Increases in other transfers, such as social
assistance, typically require periodic policy updates. That’s true also of tax
reductions for low-income households.
In the United States, only one of the main government transfer
programs, Social Security, is structured in such a way that benefit levels
automatically increase when the economy grows. Social Security
retirement benefits are indexed to average wages, so they have tended to
rise more or less in concert with GDP. Unemployment benefit levels are
determined by state governments. In many instances, the benefit level is
a “replacement rate,” which means the payment is a certain fraction of the
unemployed person’s former wage or salary. Because real wages in the
bottom half of the distribution have not increased in the past several
decades, unemployment benefits for Americans in low-wage jobs have
failed to keep up with growth in the economy. Other programs, such as
the Earned Income Tax Credit (EITC), the Supplemental Nutritional
Assistance Program (SNAP, formerly called Food Stamps), Social Security
Disability Insurance (SSDI), and Supplemental Security Income (SSI), are
indexed to prices. This means they keep up with inflation, but not with
economic growth. Temporary Assistance for Needy Families (TANF,
formerly AFDC) payments are determined by state policymakers; there is
no automatic increase, not even for prices. AFDC-TANF benefit levels have
fallen steadily in inflation-adjusted terms over the past several decades.
If most of the poorest Americans were Social Security recipients, the US
position on the vertical axis in figure 3 probably would be a good bit
higher. But in the US, as in many other countries, most of the least welloff aren’t retirees. Many elderly Americans have no income from earnings,
but Social Security benefits, payments from employer-based retirement
programs (company pension or 401k), and other income (from the sale of
a house, for instance) combine to keep them out of poverty. The fact that
most of our other government transfers have only kept up with inflation
rather than with the economy, coupled with the decline in AFDC-TANF
benefits, is a key cause of slow income growth at the bottom in the
United States.
Should we bemoan the fact that employment and earnings haven’t been
the key trickle-down mechanism in recent decades? Not necessarily. At
higher points in the income distribution, they do play more of a role.20
But for those at the low end there are limits to what employment can
accomplish. Some people have psychological, cognitive, or physical
conditions that limit their earnings capability. Some are constrained by
family circumstances. At any given point in time, some will be out of work
due to structural or cyclical unemployment. And some are retirees. We
surely can do better at helping able adults get into (or back into)
employment, but we shouldn’t pretend that paid work is a realistic route
to guaranteeing rising incomes for everyone.
WHY SO LITTLE PROGRESS FOR AMERICA’S POOR?

Let’s look more closely at developments in the United States. Figure 5
shows average income among the bottom fifth of US households between
1979 and 2013. It increased by $1,500. That’s a very small improvement
for a period of three and a half decades, especially given that for much of
this time the American economy was growing at a healthy clip.21

Figure 5. Average income of households on the bottom fifth of the income
ladder
Posttransfer-posttax income. The income measure includes earnings, government cash and
near-cash transfers, and other sources of cash income. Tax payments are subtracted. The
incomes are adjusted for household size and then rescaled to reflect a three-person household.
The incomes are in 2013 dollars; inflation adjustment is via the CPI-U-RS. Data source:
Luxembourg Income Study, series dhi.

Other indicators tell a similar story of limited improvement in living
standards for America’s poor since the 1970s. Figure 6 shows two
measures of the poverty rate.22 One is the official government measure,
which includes cash government transfers but leaves out near-cash
transfers such as the EITC and SNAP (“food stamps”) and doesn’t
subtract taxes. The other is the “supplemental poverty measure,” which
takes into account all transfers and taxes and also adjusts for
homeownership and for medical, childcare, and work expenses.23 Both
suggest that the country made significant progress through the mid-tolate 1970s but little, if any, since then.24

Figure 6. Poverty rate
Share of persons living in a household with income below the poverty line. Data sources:
Carmen DeNavas-Walt and Bernadette D. Proctor, “Income and Poverty in the United States:
2013,” Current Population Reports P60-249, Census Bureau, 2014, table B-1; Liana Fox,
Irwin Garfinkel, Neeraj Kaushal, Jane Waldfogel, and Christopher Wimer, “Waging War on
Poverty: Historical Trends in Poverty Using the Supplemental Poverty Measure,” Working
Paper 19789, National Bureau of Economic Research, 2014, figure 2.

Why has this happened? There are two main sources of income for lowend households: earnings and government transfers. And there are two
main ways for households to increase earnings: more employment
(increasing work hours or adding a second earner) and higher wages. So
progress for the poor depends on increases in wages, employment,
and/or government transfers.
Low-end wages rose steadily from the mid-1940s through the end of the
1960s. We don’t have reliable data for this period on wages at the tenth
percentile, but a decent substitute is the statutory minimum wage. As
figure 7 shows, the minimum wage (adjusted for inflation) increased
sharply in the 1940s, 1950s, and 1960s and then decreased a bit in the
1970s. Since then it has been flat, as has the tenth-percentile wage level.

Figure 7. Minimum wage and tenth-percentile wage
The wage levels are in 2012 dollars; inflation adjustment is via the CPI-U-RS. Data source:
Economic Policy Institute, stateofworkingamerica.org/data.

The pattern for employment is similar. Here a good measure is the
average number of employment hours among low-income working-age
households, shown in figure 8. In the 1980s and 1990s, hours rose
during periods of economic growth, but they then decreased so
precipitously during recessions that there was little or no net gain. In the
2001-2007 upturn, economic growth produced no rise in the country’s
overall employment rate25 or in average employment hours for low-end
households. Hours then fall sharply in 2008-10, and they remain well
below their 1979 level.

Figure 8. Average employment hours in households on the bottom fifth of the
income ladder
Average annual hours worked in working-age (“head” aged 25-64) households in the bottom
quintile of the pretransfer-pretax income distribution. Data source: calculations by Keith

Bentele using Current Population Survey data (IPUMS March Extracts).

As a result of these two trends since the 1970s — flat wages and flat or
declining employment — low-end households have seen no increase in
inflation-adjusted earnings. Figure 9 shows that market income among
households on the bottom fifth of the income ladder increased by a
relatively small amount between 1979 and 2007, both of which were peak
years in the business cycle, before falling sharply during the Great
Recession and its aftermath. In 2013 it was no higher than in 1979.

Figure 9. Average market income of households on the bottom fifth of the
income ladder
Pretransfer-pretax household income among households in the bottom fifth of posttransferposttax incomes. The incomes are adjusted for household size and then rescaled to reflect a
three-person household. Inflation adjustment is via the CPI-U-RS. Data source: Luxembourg
Income Study.

With wages and employment failing to increase, we’re left with
government transfers. As we saw in the previous section, this has been
the key source of rising low-end incomes in a number of other affluent
countries, but not in the United States (figure 4). Social Security benefits
rose, as did the Earned Income Tax Credit. But social assistance (AFDC
and TANF) coverage and benefit levels decreased. Figure 10 shows the
difference between market (pretransfer-pretax) income and disposable
(posttransfer-posttax) income for households on the bottom fifth of the
income ladder. Government transfers have helped America’s poor, adding
$7,000 to $10,000, on average, to their incomes. And they’ve played a
particularly important role in propping up incomes during economic
downturns. But their minimal increase since the late 1970s, coupled with
stagnant wages and stagnant employment, means that there has been
very little sustained rise in the incomes of low-end households.26

Figure 10. Net government transfers to households on the bottom fifth of the
income ladder
Average posttransfer-posttax income minus average pretransfer-pretax income among
households in the bottom fifth of posttransfer-posttax incomes. The incomes are adjusted for
household size and then rescaled to reflect a three-person household. Inflation adjustment is
via the CPI-U-RS. Data source: Luxembourg Income Study.

The United States could have done better. A noteworthy comparison case
is the United Kingdom. Like the US, its public insurance programs are
moderately generous,27 and it too was governed in the 1980s and early
1990s by a conservative party devoted to rolling back the welfare state.
In 1997 a New Labour government was elected, headed by Tony Blair and
Gordon Brown, and a year later Prime Minister Blair committed the
government to ending child poverty in the UK within a generation. That
led to a raft of policy initiatives which significantly boosted incomes among
Britain’s least well-off.28 As figure 11 shows, household income at the
tenth percentile rose much more in the UK than in the US, despite similar
increases in per capita GDP.

Figure 11. Tenth-percentile household income by GDP per capita in the US and
the UK
1979-2013. The lines are loess curves. Household incomes are posttransfer-posttax, adjusted
for household size and then rescaled to reflect a three-person household. Household incomes
and GDP per capita are adjusted for inflation using the CPI and converted to US dollars using
purchasing power parities. “k” = thousand. Data sources: OECD; Luxembourg Income Study.

What about the argument that overly-generous social policy is the cause
of slow income growth for the poor? According to this hypothesis,
government benefits reduce the incentive for Americans with limited skills
to take a low-paying, not-very-satisfying job, so economic growth fails to
boost employment.29 A key problem for this hypothesis is that social
assistance benefits in the United States — mainly AFDC/TANF and food
stamps — have never been particularly generous, and their value has
decreased steadily since the mid-1970s.30 Moreover, we see in figure 8
above that employment hours in low-end households in fact did rise quite
sharply during the growth years of the 1980s and 1990s. Ironically, it was
in the 2000s, after incentives for employment were significantly enhanced
by the 1996 welfare reform, that we see no jump in work hours during a
period of economic growth. The demographic group that was the focus of
welfare reform, poor single mothers with children, did experience a rise in
employment hours and consequently in market incomes.31 However,
improvement for this group didn’t translate into improvement for
America’s poor overall. Finally, the cross-country evidence suggests that
countries with generous social policies have done just as well on
employment and economic growth as those, like the US, that have a
32

smaller public safety net.32
SUMMARY
Income isn’t a perfect measure of the material well-being of low-end
households. We need to supplement it with data on actual living
conditions, and governments now routinely collect such information (see
figure 2). Unfortunately, those data aren’t available far enough back in
time to give us a reliable picture of changes. For that, income remains our
best guide.
What the income data tell us is that the United States has done less well
by its poor than a number of other affluent nations. The reason is
straightforward. Like their counterparts abroad, America’s least well-off
have been hit hard by shifts in the economy since the 1970s, but whereas
some countries have ensured that government supports rise in sync with
GDP, the US hasn’t.
APPENDIX
The appendix has additional data.
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To be economically secure is to have sufficient resources to cover your
expenses. One key is to have a decent income.1 But that may not suffice
if you experience a sizable income decline or a large unanticipated
expense.
Americans care a good bit about the stability of their income and
expenses. The Pew Research Center and the US Financial Diaries Project
have each asked a sample of low- and middle-income Americans “Which is
more important to you: financial stability or moving up the income
ladder?” In both surveys, two-thirds or more chose financial stability.2
From the mid-1940s through the mid-1970s, the incidence of large
income drops and large unanticipated expenses very likely decreased for
most Americans, though we don’t have hard data to confirm this.
Incomes grew steadily for most households, reducing the share with low
income and facilitating the purchase of private insurance. More Americans
became homeowners, thereby accumulating some assets. And a raft of
new government laws and programs — limited liability law, bankruptcy
protection, Social Security old-age benefits, unemployment insurance,
statutory minimum wage, AFDC (Aid to Families with Dependent Children,
which later became TANF), Social Security disability benefits and
Supplemental Security Income (SSI), Medicare and Medicaid, food stamps,
EITC, and disaster relief, among others — provided a safeguard against
various financial risks, from business failure to job loss to poor health to
old age.3
Since the 1970s, according to a number of knowledgeable observers, the
trend has reversed. Paul Osterman sounded the alarm in his 1999 book
Securing Prosperity, in which he noted the rising frequency of job loss.4
In 2006, Louis Uchitelle echoed this argument in his book The Disposable
American.5 In The Great Risk Shift, published the same year, Jacob
Hacker pushed the assessment beyond job loss to suggest that severe
income decline has become more common and that private and public
insurance against risks such as poor health and old age have weakened.6
Peter Gosselin reached a similar verdict a few years later in High Wire.7 A
survey in 2007 found more than 25% of Americans saying they were
“fairly worried” or “very worried” about their economic security, and a
similar survey in 2016 found 23% of Americans saying they feel “not
financially secure.” According to the latter poll, 17% are frequently
anxious about their financial situation and 30% lose sleep over it.8
A decline in households’ financial stability wouldn’t be surprising given how

America’s economy and society have changed over the past several
decades. Competition among firms has intensified as manufacturing and
some services have become internationalized. Competitive pressures have
increased even in sectors not exposed to competition from abroad, such
as retail trade and hotels, partly due to the emergence of large and highly
efficient firms such as Walmart. At the same time, companies’
shareholders now demand constant profit improvement rather than
steady long-term performance.
These shifts force management to be hypersensitive to costs and
constraints. One result has been the end of job security, as firms
restructure, downsize, move offshore, or simply go under. Another is
enhanced management desire for flexibility, leading to greater use of parttime and temporary employees and irregular and unstable work hours.
This increases earnings instability for some people and may reduce their
likelihood of qualifying for unemployment compensation, paid sickness
leave, and other supports. Employers also have cut back on the provision
of benefits, including health insurance and pensions.9
Private insurance companies are subject to the same pressures. And they
now have access to detailed information about the likelihood that
particular persons or households will get in a car accident, need expensive
medical care, or experience home damage from a fire or a hurricane. As a
result, private insurers are more selective about the type and extent of
insurance coverage they provide and about the clientele to whom they
provide it.10
Family protections against income instability also have weakened. Having a
second adult in the household who has a paying job (or can get one) is a
valuable asset in the event of income loss, but the share of American
households with two adults has decreased, particularly among those with
less education and income.11
The period since the 1970s also has witnessed commitments by
prominent American policy makers to ensure that, in Bill Clinton’s
expression, “the era of big government is over.” Apart from social
assistance (AFDC/TANF), most of America’s social programs haven’t
shrunk or disappeared. But they haven’t increased enough to keep up
with the rise in economic insecurity.12
So what do the data tell us about the incidence of large income declines
and unanticipated expenses in the United States?
LARGE INCOME DECLINE
A large income decline can be problematic even if it’s temporary. Consider
two households with the same average income over ten years. In one, the
income is consistent over these years. The other experiences a big drop
in income in one of the years, but offsets that drop with higher-thanaverage income in one or more later years. The latter household may be
worse off in two respects. First, a loss tends to reduce our happiness
more than a gain increases it.13 Second, a large decline in income may
force a household to sell off some or all of its assets, such as a home, to
meet expenses. Even if the income loss is ultimately offset, the household
may be worse off at the end of the period due to the asset sell-off.
It turns out, however, that income declines often aren’t temporary.
Stephen Rose and Scott Winship have analyzed data from the Panel
Study of Income Dynamics (PSID) to find out what subsequently happens
14

to households experiencing a significant income decline.14 According to
their calculations, among households that experience a drop in income of
25% or more from one year to the next, about one-third do not recover
to their prior income level even a full decade later.
There are various reasons for this. Some people own a small business
that fails and don’t manage to get a job that pays as much as they had
made as entrepreneurs. Others become disabled or suffer a serious health
problem and are unable to return to their previous earnings level. Still
others are laid off, don’t find a new job right away, and then suffer
because potential employers view their jobless spell as a signal that they
are undesirable employees.
So income decline is a problem for those who experience it. How many
Americans are we talking about? Several researchers have attempted to
estimate the frequency of sharp income drops. Rose and Winship find
that in any given year, 15% to 20% of Americans experience an income
decline of 25% or more from the previous year.15 Using a different data
source, the Survey of Income and Program Participation (SIPP), Winship
estimates that during the 1990s and 2000s approximately 8% to 13% of
households suffered this fate each year.16 A study by the Congressional
Budget Office matches data from the Survey of Income and Program
Participation (SIPP) with Social Security Administration records and gets a
similar estimate of approximately 10% during the 1990s and 2000s.17 A
team of researchers led by Jacob Hacker uses a third data source, the
Current Population Survey (CPS), covering the mid-1980s through 2012,
and comes up with an estimate of 15% to 20%.18
These estimates vary, but not wildly. In any given year, approximately
10% to 20% of working-age Americans will experience a severe income
drop.
Using PSID data, Elizabeth Jacobs has calculated that the share of
American households experiencing a severe year-to-year income drop at
some point in a ten-year period is roughly twice the share in any given
two-year period. If so, the share of working-age Americans who at some
point suffer a large income decline is in the neighborhood of 20% to 40%.
Has the incidence of large year-to-year income decline increased over
time? Yes, according to calculations by Jacob Hacker’s team and by Scott
Winship. These estimates, shown in figure 1, suggest a rise in sharp
year-to-year income decline of perhaps three to five percentage points
since the 1970s or the early 1980s.19 This isn’t a massive increase, but it
might cumulate into a more substantial one. If we instead focus on the
share of Americans experiencing a sharp year-to-year decline at some
point over a decade, Elizabeth Jacobs’s calculation suggests a rise of
seven or eight percentage points from the 1970s to the 1990s.20

FIGURE 1. Households experiencing an income decline of 25% or more
from one year to the next
The lines are loess curves. PSID and SIPP: posttransfer-pretax income, for
households with a “head” aged 25-54. PSID is the Panel Study of Income
Dynamics. SIPP is the Survey of Income and Program Participation. Data source:
Scott Winship, “Bogeyman Economics,” National Affairs, 2012, figure 1. CPS:
posttransfer-pretax income, for households of all ages. CPS is the Current
Population Survey. Data source: Economic Security Index.

What’s the bottom line? In my read, the data tell us that sharp declines of
income among working-age American households are relatively common
and that their incidence has increased over the past generation.
We need to keep in mind that some of these declines are voluntary. A
person may leave a job or cut back on work hours to spend more time
with children or an ailing relative. A couple may divorce. Someone may quit
a job to move to a more desirable location without having another lined
up. Still, we don’t know what portion of income drops are voluntary, and I
don’t think we should presume that most are.
How should we assess the trend? One perspective is to view it as
unavoidable. The American economy has shifted since the 1970s. It’s
more competitive, flexible, and in flux. Even though this is bad for some
households, it can’t be prevented unless we seal the country off from the
rest of the world and heavily regulate our labor market. In this view, we
should be happy that the increase in income volatility hasn’t been larger.
A different take is disappointment. There are ways to insure against
income decline. We could have improved our porous unemployment
compensation system, added a public sickness insurance program, or
created a wage insurance program so that someone who loses a job and
gets a new, lower-paying one receives some payment to offset the
earnings loss. We could have done more, in other words, to offset the
impact of economic and family shifts.
Figure 2 offers cross-country rationale for this view. It shows the share of
households in which a large (20% or more) year-to-year decrease in
individual earnings results in a large decrease in household income. In the
United States, about two out of three large individual earnings declines
produce a large household income decline. In most other rich nations the
share is lower, and in some it’s much lower.

FIGURE 2. Large individual earnings decline that results in a large
household income decline
Share of households with a person experiencing a year-to-year earnings decrease
of 20% or more in which the household’s income decreases by 20% or more. The
data are for 2005-2010. Data source: Boris Cournède, Paula Garda, Peter Hoeller,
and Volker Ziemann, “Effects of Pro-Growth Policies on the Economic Stability of
Firms, Workers and Households,” OECD Economic Policy Papers 12, 2015, figure
17, using CNEF, ECHP, EU-SILC, and OECD data.

The difference owes partly to the likelihood of having a second employed
person in the household whose earnings cushion the loss. But transfer
and tax policies play a key role in compensating for lost earnings. Figure 3
shows the strong correlation across countries between the generosity of
public insurance programs and the share of large earnings declines that
result in a large household income decline.

FIGURE 3. Large income decline by public insurance generosity
The line is a linear regression line. Large income decline: Share of households
with a person experiencing a year-to-year earnings decrease of 20% or more in
which the household’s income decreases by 20% or more. The data are for 20052010. Data source: Boris Cournède, Paula Garda, Peter Hoeller, and Volker
Ziemann, “Effects of Pro-Growth Policies on the Economic Stability of Firms,
Workers and Households,” OECD Economic Policy Papers 12, 2015, figure 17,
using CNEF, ECHP, EU-SILC, and OECD data. Public insurance generosity:
Government social expenditures as a share of GDP, adjusted for the share of the
population age 65 and over and for the unemployment rate. The adjustment is as
follows: public insurance generosity = government social expenditures + (0.5 x (22
– (elderly share of the population + unemployment rate))). This implies that each
percentage point of the elderly share and/or unemployment costs about 0.5% of
GDP. Twenty-two is the average across all countries and years for the elderly
share plus the unemployment rate. The data include public spending on transfers

and services in nine areas of social policy: old age, survivors, incapacity-related
benefits, health, family, active labor market programs, unemployment, housing,
and “other.” Average for the years 1980, 1985, 1990, 1995, 2000, 2005, and 2010.
Data source: OECD, Social Expenditure Database (SOCX). The correlation is 0.75. “Asl” = Australia; “Aus” = Austria.

MONTH-TO-MONTH INCOME VARIABILITY
Income instability isn’t solely a problem if it occurs across years. Instability
within a year — that is, from month to month — also can put a strain on
households, particularly if their income is low or moderate. For some
households, employment and/or work hours vary from month to month
as one or more adults in the household moves between jobs or takes
time off due to sickness or family constraints. And some jobs — seasonal
ones, temp work, “platform economy” positions — are inherently
irregular.21 Even when employment is stable, pay can vary. This has
always been true for taxi drivers and waitresses, but uncertain pay is no
longer exceptional. Recent studies estimate that 2.6% of employed
Americans are on call workers, 1.5% are temp agency workers, 3.1% are
workers provided by contract firms, and 0.5% are workers who provide
services through online intermediaries such as Uber and Task Rabbit.
Around 10% have irregular or on-call shifts.22 As many as 33% engage in
freelance work of various kinds.23
The US Financial Diaries Project collected detailed cash flow and financial
data from 237 low- and middle-income families over the course of a year.
On average, about one-third of the income of these families came from a
job without a regular wage or salary. In 40% of these families, one or
both adults worked more than one job. Among those with low income,
about half reported that it was difficult to predict what the household’s
income would be during the month.24
Large month-to-month income fluctuations are much more common
among Americans in the lowest fifth of incomes than among those with
middle incomes.25
Income variability makes life more difficult. As Jonathan Morduch and
Rachel Schneider put it, “Without a steady income, planning is much more
complicated, and accumulating savings for unexpected expenses — not to
mention major purchases such as a car or down payment on a home, or
college or retirement — is quite difficult. At a more basic level, uncertainty
about how often and how much income will arrive each month adds to the
challenge of creating a basic spending plan for how to buy groceries and
pay household bills.”26 Households deploy myriad strategies to deal with
unsteady income: working an additional job, borrowing from a credit card
or money lender, borrowing from family or friends, paying some bills but
not others, pawning possessions, selling blood, selling drugs.
LARGE UNANTICIPATED EXPENSE
A sharp drop in income causes economic insecurity because we may have
trouble meeting our expenses. A large unanticipated expense can produce
the same result.
In the United States, the most common large unexpected expense is
medical. About one in ten Americans doesn’t have health insurance.
Others are underinsured, in the sense that they face a nontrivial likelihood
of having to pay out of pocket for health care if they fall victim to a fairly
common accident, condition, or disease.

Of course, many of the uninsured and underinsured won’t end up with a
large healthcare bill. And some who do will be able to pay it (due to high
income or to assets that can be sold), or will be allowed to escape paying
it because of low income or assets, or will go into personal bankruptcy
and have the debt expunged.
Yet in a modern society, we should consider most of the uninsured and
some of the underinsured as economically insecure, in the same way we
do those with low income or unstable income.27 They are living on the
edge to a degree that should not happen in a rich nation in the twentyfirst century. After all, every other affluent country manages to provide
health insurance for all (or virtually all) its citizens without breaking the
bank.
This form of economic insecurity decreased sharply after the creation of
Medicare and Medicaid in the mid-1960s. As figure 4 shows, the share of
Americans without health insurance fell from 24% in 1963 to 11% in
1979. But in the 1980s, 1990s, and 2000s that trend reversed course.
By 2010, the share lacking health insurance had risen to 16%.

FIGURE 4. Persons without health insurance
Share of the population lacking health insurance. Data sources for the dark line:
Council of Economic Advisors, “Methodological Appendix: Methods Used to
Construct a Consistent Historical Time Series of Health Insurance Coverage,”
2014, using data from the National Health Interview Survey and other surveys. Data
sources for the light lines: 1976-86 are from Marc Miringoff and Margue-Luisa
Miringoff, The Social Health of the Nation, Oxford University Press, 1999, p. 198,
using Center for National Health Program Studies data; 1987-99 and 1999-2012
are from Carmen DeNavas-Walt, Bernadette D. Proctor, Jessica C. Smith,
“Income, Poverty, and Health Insurance Coverage in the United States: 2013,”
Current Population Reports P60-245, US Census Bureau, 2013, table C-1, using
Current Population Survey (CPS) data; 2008-15 are from Jessica C. Barnett and
Marina S. Vornovitsky, “Health Insurance Coverage in the United States: 2015,”
Current Population Reports P60-257, US Census Bureau, figure 2, using
American Community Survey (ACS) data.

The 2010 healthcare reform, the Affordable Care Act, has made a
significant dent in the problem. Beginning in 2014, when the reform’s full
set of provisions took effect, we see a sharp fall in the uninsured share.
The Affordable Care Act is expected to eventually reduce that share to
perhaps 6-8%. That would be a substantial improvement in economic
security, but it will still leave us well short of where we could be, and
where every other affluent nation has been for some time.
Figure 4 understates vulnerability to a large medical expense in two
respects. First, these data capture the average share of Americans who
are uninsured at a given point during a year. If we instead ask how many

are uninsured at any point during a year or two, the figure is larger. The
Lewin Group estimates that during the two-year period of 2007 and
2008, 29% of Americans lacked health insurance at some point.28
Second, it isn’t only the uninsured who are insecure. Some Americans
have a health insurance policy that is inadequate.29 As figure 5 shows,
60% of Americans say they worry a great deal about the availability and
affordability of health care. Out-of-pocket expenses allowed by insurance
plans sold on the national health insurance exchanges can be as high as
$13,700 a year for a family.30 In a survey by the Commonwealth Fund,
29% of American adults aged 19 to 64 who had health insurance
throughout the year reported that they had outstanding medical debt,
had trouble paying medical bills, were contacted by a collection agency for
unpaid medical bills, or had to alter their way of life in order to pay medical
bills.31 And a survey by the Kaiser Foundation and the New York Times
found that “while insurance may protect people from having medical bills
problems in the first place, once those problems occur the consequences
are similar regardless of insurance status. Among those with medical bill
problems, almost identical shares of the insured (44%) and uninsured
(45%) say the bills have had a major impact on their families.”32

FIGURE 5. Worry a great deal about the availability and affordability of
health care
Question: “How much do you personally worry about the availability and
affordability of healthcare?” Response options: a great deal, a fair amount, only a
little, not at all. Data source: Gallup, “Health Care System,” gallup.com.

About one-quarter of Americans who file for bankruptcy do so mainly
because of a large medical bill.33 As figure 6 shows, personal bankruptcy
filings increased steadily from 1980 through the mid-to-late 2000s. Since
2010 they have decreased, perhaps in part because of the expansion in
health insurance via the Affordable Care Act.

FIGURE 6. Personal bankruptcy filings
Per capita. A major reform of bankruptcy law in 2005 caused a surge of filings in
that year followed by a dip in the few subsequent years. Data sources: American
Bankruptcy Institute; Census Bureau.

WEALTH AS A BACKSTOP?
A large income decline or a large unanticipated expense will be less
problematic for a household that has assets it can use to replace the lost
income or to pay the expense. But several pieces of evidence suggest
that this helps only a small share of those who experience these types of
economic insecurity.
First, the bottom 40% of Americans have virtually no wealth. From 1983
(the first year of reliable data) through 2007, average net worth among
this group was just $2,000. In 2010 and 2013, the two most recent
years in which data were collected, it was negative $10,000.34 Second,
studies regularly find that about one in four Americans don’t have enough
wealth to replace 25% of their income.35 Third, the Economic Security
Index team headed by Jacob Hacker has calculated the share of Americans
who experience an income drop from one year to the next of 25% or
more and who don’t have enough liquid assets to cover that loss.
According to their estimates, taking wealth into account does reduce the
incidence of this type of insecurity, but only by one percentage point.36
SUMMARY
Economic security is about more than having a decent income.
Experiencing a large income decline or a large unanticipated expense can
be just as damaging as persistent low income.
The best available data suggest that in any given year approximately 10%
to 20% of Americans suffer a significant income decline, and the share
experiencing a year-to-year loss of that magnitude at some point in a
decade is 20% to 40%. Only a small fraction of these households have
sufficient assets to cover that loss.
The chief large unanticipated expense experienced by Americans is a
medical one. The most vulnerable are those who lack health insurance,
and that share increased from the late 1970s to 2010. The 2010
Affordable Care Act is expected to reduce that share, but likely only to
around 8%. The United States is alone among the world’s affluent
longstanding democracies in failing to provide health insurance to all of its
citizens.

1. Lane Kenworthy, “A Decent and Rising Income Floor,” The Good
2.
3.

4.
5.
6.

7.
8.

9.

10.
11.

12.

13.
14.

15.

16.

Society.
US Financial Diaries Project, “Households Broadly Prefer Stability to Higher
Income.”
David A. Moss, When All Else Fails: Government as the Ultimate Risk
Manager, Harvard University Press, 2002; Francis G. Castles, Stephan
Leibfried, Jane Lewis, Herbert Obinger, and Christopher Pierson, eds., The
Oxford Handbook of the Welfare State, Oxford University Press, 2010.
Paul Osterman, Securing Prosperity, Princeton University Press, 1999.
Louis Uchitelle, The Disposable American, Knopf, 2006.
Jacob S. Hacker, The Great Risk Shift, Oxford University Press, 2006. See
also Hacker “Working Families at Risk: Understanding and Confronting the
New Economic Insecurity,” in Old Assumptions, New Realities: Economic
Security for Working Families in the 21st Century, edited by Robert D.
Plotnick, Marcia K. Meyers, Jennifer Romich, and Steven Rathgeb Smith,
Russell Sage Foundation, 2011.
Peter Gosselin, High Wire, Basic Books, 2008.
Jacob S. Hacker, Philipp Rehm, and Mark Schlesinger, “Standing on Shaky
Ground,” Economic Security Index, 2010, figure 4; “Marketplace-Edison
Economic Anxiety Index Research Poll,”, marketplace.org, February 2016,
questions 7B, 8, 24.
Osterman, Securing Prosperity; William J. Baumol, Alan S. Blinder, and
Edward N. Wolff, Downsizing in America, Russell Sage Foundation, 2003;
Neil Fligstein and Taek-Jin Shin, “The Shareholder-Value Society,”
Indicators, 2003; Uchitelle, The Disposable American; Alan S. Blinder,
“How Many U.S. Jobs Might Be Offshorable?,” World Economics, 2009;
Henry S. Farber, “Job Loss and the Decline in Job Security in the United
States,” in Labor in the New Economy, edited by Katharine G. Abraham,
James R. Spletzer, and Michael Harper, University of Chicago Press, 2010;
Arne Kalleberg, Good Jobs, Bad Jobs, Russell Sage Foundation, 2011;
Heather Boushey and Bridget Ansel, “Working by the Hour: The Economic
Consequences of Unpredictable Scheduling Practices,” Washington Center
on Equitable Growth, 2016; Lawrence F. Katz and Alan B. Krueger, “The
Rise and Nature of Alternative Work Arrangements in the United States,
1995-2015,” 2016; Daniel Schneider and Kristen Harknett, “Schedule
Instability and Unpredictability and Worker and Family Health and
Wellbeing,” Washington Center on Equitable Growth, 2016.
Gosselin, High Wire.
Bruce Western, Dierdre Bloome, Benjamin Sosnaud, and Laura Tach,
“Economic Insecurity and Social Stratification,” Annual Review of
Sociology, 2012; Lane Kenworthy, “Families,” The Good Society.
Jacob S. Hacker, “Privatizing Risk without Privatizing the Welfare State:
The Hidden Politics of Social Policy Retrenchment in the United States,”
American Political Science Review, 2004.
Richard Layard, Happiness, Penguin, 2005.
Stephen J. Rose and Scott Winship, “Ups and Downs: Does the American
Economy Still Promote Upward Mobility?,” Economic Mobility Project,
2009, figure 6.
Rose and Winship 2009, figure 2. For additional estimates based on the
PSID data, see Peter Gosselin and Seth Zimmerman, “Trends in Income
Volatility and Risk, 1970-2004,” Urban Institute, 2008; Jacob S. Hacker
and Elizabeth Jacobs, “The Rising Instability of American Family Incomes,
1969-2004,” Economic Policy Institute, 2008; Shane T. Jensen and
Stephen H. Shore, “Changes in the Distribution of Income Volatility,”
2008; Karen Dynan, “The Income Rollercoaster: Rising Income Volatility
and Its Implications,” Pathways, 2010; Karen E. Dynan, Douglas W.
Elmendorf, and Daniel E. Sichel, “The Evolution of Household Income
Volatility,” B.E. Journal of Economic Analysis and Policy, 2012.
Scott Winship, “Bogeyman Economics,” National Affairs, 2012, figure 1.

17.
18.

19.

20.
21.
22.

23.

24.

25.

26.
27.

28.
29.
30.
31.

32.
33.

34.
35.

36.

For additional estimates based on the SIPP data, see Gregory Acs,
Pamela Loprest, and Austin Nichols, “Risk and Recovery: Understanding
the Changing Risks to Family Incomes,” Urban Institute, 2009.
Congressional Budget Office, “Recent Trends in the Variability of
Individual Earnings and Household Income,” 2008, figure 5, p. 10.
Jacob S. Hacker, Gregory A. Huber, Austin Nichols, Philipp Rehm, Mark
Schlesinger, Rob Valletta, Stuart Craig, “The Economic Security Index: A
New Measure for Research and Policy Analysis,” Review of Income and
Wealth, 2013. See also economicsecurityindex.org.
See also Karen E. Dynan, Douglas W. Elmendorf, and Daniel E. Sichel,
“The Evolution of Household Income Volatility,” B.E. Journal of Economic
Analysis and Policy, 2012.
Elizabeth Jacobs, personal communication.
Elaine Pofeldt, “Is the Job of the Future a Freelance One?,” CNBC,
2014.
General Social Survey (GSS), sda.berkeley.edu, series wrksched; Lonnie
Golden, “Irregular Work Scheduling and Its Consequences,” Briefing Paper
394, Economic Policy Institute, 2015.
Katz and Krueger, “The Rise and Nature of Alternative Work Arrangements
in the United States, 1995-2015”; Sara Horowitz, “Help for the Way We
Work Now,” New York Times, 2015.
Jonathan Morduch and Rachel Schneider, “Spikes and Dips: How Income
Uncertainty Affects Households,” US Financial Diaries, 2014; US Financial
Diaries Project, “Hardest for Poorest Households to Predict Income and
Expenses.”
JPMorgan Chase Institute, “Paychecks, Paydays, and the Online Platform
Economy,” 2016. This report analyzed a sample of one million bank
account holders between 2012 and 2015.
Morduch and Schneider, “Spikes and Dips,” p. 6.
Bhaskar Mazumder and Sarah Miller, “The Effects of the Massachusetts
Health Reform on Household Financial Distress,” American Economic
Journal: Economic Policy, 2016.
Families USA, “Americans at Risk: One in Three Uninsured,” 2009.
Elizabeth Rosenthal, “Insured, But Not Covered,” New York Times,
2015.
Aaron E. Carroll, “When Having Insurance Still Leaves You Dangerously
Uncovered,” New York Times, 2016.
Sara R. Collins, Petra W. Rasmussen, Michelle M. Doty, and Sophie Beutel,
“The Rise in Health Care Coverage and Affordability Since Health Reform
Took Effect: Findings from the Commonwealth Fund Biennial Health
Insurance Survey, 2014,” The Commonwealth Fund, 2015, p. 6. See also
Liz Hamel et al, “The Burden of Medical Debt: Results from the Kaiser
Family Foundation/New York Times Medical Bills Survey,” Kaiser Family
Foundation, 2016.
Hamel et al, “The Burden of Medical Debt,” p. 14.
Melissa Jacoby, “Financial Fragility, Medical Problems, and the Bankruptcy
System,” in Working and Living in the Shadow of Economic Fragility,
edited by Marion Crain and Michael Sherraden, Oxford University Press,
2014.
Lane Kenworthy, “Income Inequality,” The Good Society.
Asa Caner and Edward Wolff, “Asset Poverty in the United States, 19841999,” Challenge, 2004, using Survey of Consumer Finances data;
Corporation for Enterprise Development, “Asset Poverty,” 2013, using
Survey of Income and Program Participation (SIPP) data.
Economic Security Index, “The ESI: Contributions of Income, Medical
Costs, Debt, and Wealth, 1986-2011.”

 Share

8. Economic stability

9. Education

Search

Lane Kenworthy
The Good Society

Books and articles

Courses

About me

More …

What good is education?
Lane Kenworthy, The Good Society
September 2016

The chief aim of schooling is to enhance people’s ability to make informed
choices about life goals and to effectively pursue those goals. We also
hope education will help us achieve a number of other ends that are
integral to a good society, such as high incomes, high employment, equal
opportunity, good health, safety, stable families, happiness, political
participation, trust, modest income inequality, and social inclusion. Does it
succeed?
HOW SHOULD WE MEASURE EDUCATION AND ASSESS
ITS EFFECTS?
Ideally, education enhances both cognitive and noncognitive capabilities.
Cognitive skills include knowledge, reasoning, problem solving, and
communication abilities. Noncognitive skills include discipline, focus,
perseverance, punctuality, friendliness, and much more.
No single measure of educational attainment can capture all of this. The
standard approach, therefore, is to rely on two sorts of measures. One is
the amount of schooling completed, typically measured in years. Often
this is reduced to four categories: 0-11 years (less than high school), 12
(high school graduate), 13-15 (some college), and 16+ (four-year college
degree or more). I will use this type of measure when exploring the
relationship between education and outcomes across individuals in the
United States. The other is skill assessments. When examining the
relationship across countries, this probably is a preferable measure, as
years of schooling completed means different things in different countries.
I use average adult literacy and numeracy scores as judged by the
OECD’s 2013 Survey of Adult Skills assessment.1
The best analytical strategy for identifying the impact of education would
be a quasi-experimental design, whereby we observe a large number of
people or countries before and after some of them experience a change in
schooling.2 Unfortunately, for most outcomes we don’t have this, so it’s
necessary to instead compare across persons or nations at a single point
in time.
EDUCATION, PRODUCTIVITY, INCOME, AND ECONOMIC
GROWTH
Let’s begin with one of the most-studied consequences of education:
economic productivity. In the United States and other affluent nations,
people with more education tend to have higher earnings. This is mainly,

though not entirely, because they are more productive. Figure 1 shows
the pattern in the US, with educational attainment measured as the
quantity of schooling completed.
People with similar education tend to partner, and that amplifies the effect
when we look at household incomes, as in figure 2, rather than individual
earnings.

FIGURE 1. Earnings by education across individuals in the US
Median earnings, 2015. Persons age 25 and over. Weekly earnings multiplied by
50. “k” = thousand. “13-15” = some college, no degree. “As” = Associate’s degree.
“BA” = bachelor’s degree. “MA” = Master’s degree. “Prof” = professional degree.
“PhD” = doctoral degree. Data source: Bureau of Labor Statistics, “Earnings and
Unemployment Rates by Educational Attainment,” using Current Population Survey
data.

FIGURE 2. Income by education across households in the US
Median household income, 2014. Pretax income. “k” = thousand. “13-15” = some
college, no degree. “As” = Associate’s degree. “BA” = bachelor’s degree. “MA” =
Master’s degree. “Prof” = professional degree. “PhD” = doctoral degree. Data
source: Census Bureau, “Historical Income Tables,” table H-13.

If education makes individuals more productive and thereby boosts their
income, it stands to reason that a better-educated population will
generate faster economic growth for a country. Moreover, education
should help to enhance technological progress, which is vital for growth in
a modern knowledge-driven economy. Not surprisingly, education has
long been seen as a key contributor to economic growth, and at early
stages of economic development it probably is.3 For already-rich nations,
however, education’s impact is much less clear. There are many ways for
economies to grow, and scientists have very limited understanding of
what accounts for the variation in economic growth among the rich
4

nations in recent decades.4 Productivity might owe more to the
organization of production than to the skills of employees, and
technological progress may be a function mainly of research and
development or regulation of product markets or incentives for
entrepreneurship rather than of education.5
Figure 3 shows economic growth by education for 21 rich countries.
Growth is measured over the period 1979-2014. There is a positive
association, but it isn’t very strong, and adjusting for additional
determinants of growth makes the association disappear entirely.6

FIGURE 3. Economic growth by education across countries
The line is a linear regression line. Economic growth: average annual rate of
growth of GDP per capita, 1979 to 2014, adjusted for catch-up. Data source:
OECD. Education: average literacy and numeracy score on the OECD’s Survey of
Adult Skills, 2013. Data source: OECD, Skills Outlook, 2013, tables A2.2a and
A2.6a.

EDUCATION AND EMPLOYMENT
Individuals with more education are more likely to be employed. Figure 4
shows the pattern in the United States.

FIGURE 4. Employment by education across individuals in the US
Employed persons aged 25-64 as a share of the population aged 25-64, 2015.
Data source: OECD, Employment Outlook, 2016, table F.

To what degree does increasing education raise a country’s employment
rate? Figure 5 shows employment rates as of 2015 by education. Overall
there is a positive association, but among the nations with higher adult
literacy (on the right-hand side of the graph) it weakens considerably.
Moreover, since the late 1970s employment rates have tended to increase

more in countries with less improvement in educational attainment rather
than in those with more improvement. At the country level, the impact of
education seems to be outweighed by that of other factors, such as
macroeconomic conditions, technological change, global competition, and
labor market institutions and regulations.7

FIGURE 5. Employment by education across countries
The line is a linear regression line. Employment: employed persons age 25-64 as
a share of the population aged 25-64, 2015. Data source: OECD. Education:
average literacy and numeracy score on the OECD’s Survey of Adult Skills, 2013.
Data source: OECD, Skills Outlook, 2013, tables A2.2a and A2.6a.

And yet, education arguably is critical, in four respects, to a country’s
ability to get to and sustain the right type of high-employment economy.8
First, as manufacturing jobs increasingly move to developing nations,
rich-country economies have become reliant on services for new jobs.
Some service jobs will inevitably be low-skill ones. But we want as many
service jobs as possible to be the kinds of high-skill analytical positions
that pay better and offer more opportunity for autonomy and fulfillment.
A highly-educated population doesn’t guarantee a high-skill employment
structure, but it certainly facilitates it.
Second, though the jury is still out on this question, labor markets may
function more effectively with modest rather than stiff regulations on
employers’ ability to hire and fire workers. A successfully flexible labor
market requires cushions for those who are dismissed (hence the term
“flexicurity”). One such cushion is generous unemployment benefits to
tide people over while out of work and government services to help them
get a new job. Another is workers’ adaptability, which is enhanced by a
sound basic education.
Third, we want those who begin their work career in a less-skilled job to
be able to move to a higher-skilled one. We want, in other words, to
facilitate upward mobility over the life course (intragenerational mobility).
A solid secondary education plus opportunity for retraining help with this.
To be sure, they aren’t enough. Job ladders — formal structures within
and across employers that provide clear routes to upward job movement
— are needed. So too is individualized advice and assistance, particularly
for people with cognitive, psychological, or physical disabilities. We also
need sources of income support for periods of nonemployment. But
education, conceived broadly as “lifelong learning,” is fundamental.
Fourth, employment shouldn’t come at the expense of children’s wellbeing. If most working-age adults are in the labor force, someone must
look after the kids. One way to solve this problem — the American way,

up to now — is to leave child care largely unregulated. This allows for a
proliferation of private child care providers, from large firms with centers
all over the country to the neighbor down the street. Because competition
is intense and quality is unregulated, the price is low, so even adults
working in relatively low-paying jobs can afford some version of care for
their preschool-age children. But some of this care, perhaps much of it, is
considerably less than ideal from the perspective of child development. A
more effective approach is to make child care part of the schooling
system. In Denmark and Sweden, for instance, preschool teachers are
required to have similar training and qualifications as elementary school
teachers, and their pay is similar.
EDUCATION AND ECONOMIC OPPORTUNITY
No society can fully equalize opportunity, as that would require genetic
engineering, direct interference in families, and extensive redistribution of
income and assets. But we do want everyone to reach adulthood with
ample capacity for success.9 To achieve this, we rely heavily on schools.
Schooling enhances cognitive and noncognitive skills, facilitates adaptation
to labor market shifts, and contributes to network ties through which
people can better pursue their economic and social goals. In doing so,
schools help to offset inequalities caused by genes, family circumstances,
and neighborhoods.10
The standard indicator of equality of opportunity is relative
intergenerational income mobility, which is a measure of the degree to
which people’s incomes are uncorrelated with those of their parents.11
Figure 6 suggests that education increases intergenerational mobility. The
mobility data are available for only 11 countries, and recall that the
education data are measured at the end of the period rather than the
beginning, so we shouldn’t put too much stock in this association. Still, it
is encouraging.12

FIGURE 6. Intergenerational mobility by education across countries
The line is a linear regression line. Intergenerational mobility: correlation between
fathers’ earnings and their sons’ earnings, with the axis values reversed so that
higher on the vertical axis indicates more mobility. Data source: John Ermisch,
Markus Jäntti, and Timothy Smeeding, eds., From Parents to Children: The
Intergenerational Transmission of Advantage, Russell Sage Foundation, 2012,
figure 1.1. Education: average literacy and numeracy score on the OECD’s Survey
of Adult Skills, 2013. Data source: OECD, Skills Outlook, 2013, tables A2.2a and
A2.6a.

We have some over-time evidence as well. Expansion of education and
changes in the structure of schooling — for instance, a shift toward later
tracking — appear to have contributed to increases in intergenerational
13

mobility in Sweden and Finland.13 On the other hand, in the United States
and United Kingdom mobility seems to have stagnated and possibly
decreased in recent decades despite educational advance.14 That doesn’t
mean education makes no contribution, but it does suggest that whatever
contribution it makes hasn’t been powerful enough to outweigh
developments pushing in the other direction.
EDUCATION AND HEALTH
People with more education tend to have better health outcomes. Figure 7
shows that in the United States, those who haven’t completed high
school have a life expectancy of just 68 years while those with a college
degree or better can expect to live 82 years on average. The same holds
for other health outcomes and for people’s subjective perception of their
health.15 This isn’t surprising. Education tends to increase income (figure
2), and that allows purchase of better health insurance, health care, food,
exercise, and safety. And education improves health behavior, by
encouraging people to acquire more information and to seek the care of
medical experts, by surrounding them with friends and family who can
offer more informed advice, and by enabling them to better understand
and follow physicians’ recommendations and treatments.

FIGURE 7. Life expectancy by education across individuals in the US
Years of life expectancy at age 20 among nonhispanic white males. Data source:
S. Jay Olshansky et al, “Differences in Life Expectancy Due to Race and
Educational Differences Are Widening, and Many May Not Catch Up,” Health
Affairs, 2012, appendix exhibit A6.

When we compare across countries, however, we find no association
between education and health indicators such as life expectancy, as
shown in figure 8. This suggests that other country-level factors play a
stronger role than the educational composition of the population in
determining aggregate health outcomes. For instance, the health benefits
of the “Mediterranean” diet prominent in Spain and Italy may offset the
comparatively low average literacy level in these countries.

FIGURE 8. Life expectancy by education across countries
The line is a linear regression line. Years of life expectancy at birth, 2014. Data
source: OECD. Education: average literacy and numeracy score on the OECD’s
Survey of Adult Skills, 2013. Data source: OECD, Skills Outlook, 2013, tables A2.2a
and A2.6a.

EDUCATION AND SAFETY
For individuals, education can enhance safety by improving knowledge and
by increasing income, which allows greater choice about where to live. One
way to assess safety is via a public opinion survey question such as that
featured in figure 9. It asks whether respondents are afraid to walk alone
at night in any area within a mile of where they live. The share responding
“not afraid” is higher among those with more education.

FIGURE 9. Safety by education across individuals in the US
Share of adults responding “no” to the question “Is there any area right around
here — that is, within a mile — where you would be afraid to walk alone at night?”
in 2014. Data source: General Social Survey, series fear.

Does education improve safety for society as a whole? Lots of research
suggests that education reduces violent crime, with the difference in crime
particularly pronounced between those who have completed high school
and those who haven’t.16 Yet figure 10 tells us that among rich nations
there is no association between homicide rates and the share of adults
having completed upper secondary schooling.

FIGURE 10. Safety by education across countries
The line is a linear regression line. Homicides per 100,000 population, 2014.
Higher values on the vertical axis indicate a lower homicide rate. Data source:
United Nations Office on Drugs and Crime, UNODC Statistics. Education: average
literacy and numeracy score on the OECD’s Survey of Adult Skills, 2013. Data
source: OECD, Skills Outlook, 2013, tables A2.2a and A2.6a.

EDUCATION AND FAMILY STABILITY
In the United States, education is strongly correlated with family stability.
As figure 11 shows, adults with children are more likely to stay together
the more education they have. Better-educated women now place
considerable emphasis on a career, so they delay not only marriage but
also childbearing. This gives them time to get established and to find the
right partner. As a result, among Americans with a college degree or
better the decline in family stability has been minimal.17

FIGURE 11. Family stability by education across individuals in the US
Married or cohabiting couples as a share of all families with children, 2000-2014.
Data source: General Social Survey, series hhtype1.

When we look across the rich countries, however, the tendency of
education to boost family stability is outweighed by cultural and religious
traditions. Despite low adult literacy, Catholic traditional-family nations
such as Ireland, Italy, and Spain continue to have very high levels of
family stability, as figure 12 shows.

FIGURE 12. Family stability by education across countries
The line is a linear regression line. Family stability: share of 11-, 13-, and 15-yearolds living with both original parents, 2005-06. Other family types: sole parent, step
family, other. Data source: Simon Chapple, “Child Well-Being and Sole-Parent
Family Structure in the OECD: An Analysis,” OECD Social, Employment, and
Migration Working Papers 8, 2009, table 2, using data from the 2005-2006 Health
Behavior in School-Aged Children Survey (HBSC). Education: average literacy and
numeracy score on the OECD’s Survey of Adult Skills, 2013. Data source: OECD,
Skills Outlook, 2013, tables A2.2a and A2.6a.

EDUCATION AND HAPPINESS
Figures 13 and 14 suggest a positive association between education and
happiness, across individuals in the United States and across the world’s
rich countries. This association is largely a function of income: education
increases income, and income increases happiness.18

FIGURE 13. Happiness by education across individuals in the US
Average happiness in 2014. Calculated with not too happy scored as 0, pretty
happy scored as 0.5, and very happy scored as 1. Question: “Taken all together,
how would you say things are these days — would you say that you are very happy,
pretty happy, or not too happy?” Data source: General Social Survey, series happy.

FIGURE 14. Life satisfaction by education across countries
The line is a linear regression line. Average life satisfaction in 2008. Question: “All
things considered, how satisfied are you with your life as a whole these days?”
Scale is 0 to 10. Data source: Gallup World Poll, via the World Database of
Happiness, series O-SLW-c-sq-n-11-a. Education: average literacy and numeracy
score on the OECD’s Survey of Adult Skills, 2013. Data source: OECD, Skills
Outlook, 2013, tables A2.2a and A2.6a.

EDUCATION AND POLITICAL PARTICIPATION
In affluent democratic countries, people with more schooling are much
more likely to vote.19 The effect is quite strong in the United States, as
figure 15 shows. Figure 16 shows that we also see this positive
association when we look across countries, though it is somewhat muted
by the unexpectedly high voter turnout rates in Italy and Spain.

FIGURE 15. Voter turnout by education across individuals in the US
Persons voting as a share of eligible voters, 2012. Data source: exit polls,
compiled by dimpledchad.info/ballot-box.

FIGURE 16. Voter turnout by education across countries
The line is a linear regression line. Voter turnout: share of the voting-age
population that cast a vote in parliamentary elections (in France and the US,
average of parliamentary and presidential elections), 2000-13. Data source:
Institute for Democracy and Electoral Assistance (IDEA), idea.int/vt/index.cfm,
series VAP turnout. Education: average literacy and numeracy score on the
OECD’s Survey of Adult Skills, 2013. Data source: OECD, Skills Outlook, 2013,
tables A2.2a and A2.6a.

EDUCATION AND TRUST
Individuals with more education are more likely to perceive their society to
be predominantly middle-class, and they tend to be more active in various
types of voluntary associations. Both contribute to greater trust.20 The
standard measure of trust is a public opinion survey question asking
whether “most people can be trusted” or “you can’t be too careful in life.”
Figure 17 shows the very strong association between schooling and trust
in the United States. Figure 18 shows that the positive association also
holds across countries: those with higher adult literacy tend to have
higher levels of trust.

FIGURE 17. Trust by education across individuals in the US
Share of the adult population who feel “most people can be trusted,” 2014.
Question: “Generally speaking, would you say that most people can be trusted or
that you can’t be too careful in life?” Other response options: you can’t be too
careful; depends. Data source: General Social Survey, series trust.

FIGURE 18. Trust by education across countries
The line is a linear regression line. Trust: share of the adult population saying
“most people can be trusted,” circa 2010. Question: “Generally speaking, would
you say that most people can be trusted or that you can’t be too careful in life?”
Other response options: you can’t be too careful; depends. Data source: World
Values Survey. Education: average literacy and numeracy score on the OECD’s
Survey of Adult Skills, 2013. Data source: OECD, Skills Outlook, 2013, tables A2.2a
and A2.6a.

EDUCATION AND INCOME INEQUALITY
As we saw earlier, if we compare across individuals in a society, we find
that those with more education tend to earn more (figure 1). This
suggests that increasing the education of others might reduce income
inequality.21
Unfortunately, while equalizing schooling almost certainly would help to
reduce income inequality, its impact would likely be swamped by other
factors. Inequality in individuals’ earnings is influenced by differences in
cognitive abilities and noncognitive traits produced by genetics, parents,
peers, neighborhoods, and so on, by structural features of the economy
such as the intensity of product market competition, immigration, trade,
and the sectoral structure of employment, and by institutional factors
such as wage-setting arrangements, corporate governance practices,
winner-take-all markets, and government regulation. Further weakening
education’s impact is the fact that individuals’ earnings are pooled in
households. Household size and composition therefore play an important
role, as does the distribution of employment across households. Last, but
not least, there is government redistribution via taxes and transfers.22
The most prominent inequality trend in rich nations in recent decades has
been the separation between the top 1% and the rest of the population,
and this is unlikely to owe much to education. The superrich include CEOs,
financial analysts and traders, entertainers and athletes, entrepreneurs,
and people who provide legal and other high-end services to them. The
difference in educational attainment between these people and the uppermiddle class (the rest of the top 20%) tends to be minimal at best.
Figure 19 shows income inequality by education across countries, with
inequality measured as the share of income going to the top 1%. The
association is negative; countries with higher adult literacy tend to have
lower income inequality. But the relationship is weak, suggesting little if
any true impact of education. A similar story holds if we examine
developments over time. Since the 1970s educational attainment has
risen in most of these countries, yet income inequality at the top has
increased in many.23

FIGURE 19. Income inequality by education across countries
The line is a linear regression line. Income inequality: top 1%’s share of pretax
income excluding capital gains, in 2007 (or the closest year for which data are
available). Data source: World Wealth and Income Database. Education: average
literacy and numeracy score on the OECD’s Survey of Adult Skills, 2013. Data
source: OECD, Skills Outlook, 2013, tables A2.2a and A2.6a.

EDUCATION AND SOCIAL INCLUSION
We sometimes think of social inclusion in terms of incomes, living
standards, or access to employment, but the group most at risk of
exclusion in contemporary rich nations is likely to be immigrants. Though
not the only route to economic success, schooling is a key source of
economic opportunity and cultural assimilation for many immigrants,
particularly second-generation ones. If rich countries are to continue to
maintain a reasonably generous approach to inward migration, as they
should, education probably will be critical to their success in furthering
community and social harmony.
Successful incorporation of immigrants has repercussions for other key
institutions in rich nations, most notably social policy. A large and visible
immigrant minority perceived as relying disproportionately on generous
social benefits poses perhaps a bigger challenge to sustained welfare
state generosity than do tax competition, capital mobility, or neoliberal
ideology.24
EDUCATION AND THE QUALITY OF EVERYDAY LIVED
EXPERIENCE
Education’s value isn’t solely instrumental. We spend a good deal of our
time from age six (or one) to twenty-one in schools. In a rich society,
those schools ought to be safe, orderly, comfortable, attractive,
intellectually stimulating places.
SUMMARY
Education typically is at or near the top of policy makers’ concerns, and
for good reason. When we compare across individuals, those with more
education tend to fare better on virtually every outcome we care about.
Comparing across countries suggests that while boosting educational
attainment won’t necessarily yield aggregate improvements on all of these
outcomes, it very likely will help with some. Education isn’t a panacea, but
it matters a great deal. It is perhaps the single most important thing we
can do in pursuit of the good society.

1. For more on the measurement question, see OECD, Skills Outlook, 2013;

2.

3.

4.

5.

6.
7.

8.

Eric A. Hanushek, Paul E. Peterson, and Ludger Woessmann, Endangering
Prosperity: A Global View of the American School, Brookings Institution
Press, 2013. Two points: First, the fact that for country-level analysis I
use education data at the end of the period, in 2013, may be problematic
if there has been significant change in the countries over time. However,
it turns out that country scores in 2013 correlate fairly strongly with
those from an earlier OECD effort, the International Adult Literacy Survey
(IALS), conducted in the mid-1990s. Second, an argument in favor of
years of schooling completed as the measure is that it may better
capture noncognitive skills. For instance, James Heckman notes that
Americans who get a high school degree by passing the GED exam fare
worse in the labor market than those who actually complete 12 years of
school and the courses required for a high school degree; see James
Heckman and Yona Rubenstein, “The Importance of Noncognitive Skills:
Lessons from the GED Testing Program,” American Economic Review,
2001. However, the cross-national data on years of schooling completed
count those who pass the GED (and similar tests in other countries) as
having completed high school, so the measure doesn’t help in this
respect.
Lane Kenworthy, “How Do We Know?,” The Good Society; Lance Lochner,
“Non-Production Benefits of Education: Crime, Health, and Good
Citizenship,” Working Paper 16722, National Bureau of Economic
Research, 2011.
Ricardo Hausmann emphasizes that education is at best only a partial
determinant of economic growth: “In the 50 years from 1960 to 2010,
the global labor force’s average time in school essentially tripled, from 2.8
years to 8.3 years. This means that the average worker in a median
country went from less than half a primary education to more than half a
high school education. How much richer should these countries have
expected to become? In 1965, France had a labor force that averaged
less than five years of schooling and a per capita income of $14,000 (at
2005 prices). In 2010, countries with a similar level of education had a
per capita income of less than $1,000. In 1960, countries with an
education level of 8.3 years of schooling were 5.5 times richer than those
with 2.8 year of schooling. By contrast, countries that had increased
their education from 2.8 years of schooling in 1960 to 8.3 years of
schooling in 2010 were only 1.7 times richer. Moreover, much of this
increase cannot possibly be attributed to education, as workers in 2010
had the advantage of technologies that were 50 years more advanced
than those in 1960.” Hausmann, “The Education Myth,” Project
Syndicate, 2015.
Lane Kenworthy, “Institutions, Wealth, and Inequality,” in The Oxford
Handbook of Comparative Institutional Analysis, Oxford University Press,
2010.
William J. Baumol, Robert E. Litan, and Carl J. Schramm, Good Capitalism,
Bad Capitalism, and the Economics of Growth and Prosperity, Yale
University Press, 2007; Daron Acemoglu, James Robinson, and Thierry
Verdier, “Can’t We All Be More Like Scandinavians? Asymmetric Growth
and Institutions in an Interdependent World,” Working Paper 12-22,
Department of Economics, Massachusetts Institute of Technology,
2012.
Lane Kenworthy, “Economic Growth,” The Good Society.
Colin Crouch, David Finegold, and Mari Sako, Are Skills the Answer?,
Oxford University Press, 1999; Lane Kenworthy, Jobs with Equality,
Oxford University Press, 2008, ch. 9.
Robert B. Reich, The Work of Nations, Knopf, 1991; Anthony Giddens, The
Third Way, Polity, 1998; Gøsta Esping-Andersen, Social Foundations of
Postindustrial Economies, Oxford University Press, 1999; Esping-

9.
10.

11.

12.

13.

14.

15.

Andersen, “Equal Opportunities and the Welfare State,” Contexts, 2007;
Nathalie Morel, Bruno Palier, and Joakim Palme, eds., What Future for
Social Investment?, Institute for Futures Studies, 2009; Anton Hemerijck,
Changing Welfare States, Oxford University Press, 2013; Lane Kenworthy,
“Early Education,” The Good Society.
Amartya Sen, Development as Freedom, Oxford University Press,
1999.
We know this is true for K-12 schooling. See, for example, Karl L.
Alexander, Doris R. Entwisle, and Linda Steffel Olson, “Lasting
Consequences of the Summer Learning Gap,” American Sociological
Review, 2007, pp. 167-180; Richard Nisbett, Intelligence and How to Get
It: Why Schools and Cultures Count, W.W. Norton, 2009, p. 40. It very
likely is true for early education. See James J. Heckman, “School, Skills,
and Synapses,” Working Paper 14064, National Bureau of Economic
Research, 2008; Flavio Cunha and James J. Heckman, “Investing in Our
Young People,” Working Paper 16201, National Bureau of Economic
Research, 2010. For university education the evidence is less clear. For
instance, Jan O. Jonsson and Robert Erikson are skeptical that expansion
of university slots in Sweden improved equality of opportunity, though
they caution that this finding might be specific to Sweden. Jonsson and
Erikson, “Sweden: Why Educational Expansion Is Not Such a Great
Strategy for Equality — Theory and Evidence.” See also Jo Blanden, Paul
Gregg, and Stephen Machin, “Integenerational Mobility in Europe and
North America,” Center on Economic Performance, 2005; Dominic Williams,
“Social Mobility and the Rise of the Politariat,” Local Economy, December
2009; Michael Lind, “The Fantasy of a Vast Upper-Middle Class,” Salon,
2010.
This is by no means a straightforward indicator of equality of opportunity.
Imagine there were more or less perfect equality of developmental
opportunity. Child care centers, schools, and other institutions
compensate for genetic differences by giving more attention to those
with less genetic ability. Children enter Scandinavian-style (high equality,
high educational content) preschools at a very early age, the school year
is lengthened considerably, and other steps are taken to reduce the
impact of parents’ noncognitive traits and parenting practices. Thus,
everyone reaches their eighteenth birthday with more or less the same
ability. Such a society nevertheless could end up with limited
intergenerational mobility if parents pass on preferences for things such
as work versus leisure, type of occupation, and geographic location. See
Christopher Jencks and Laura Tach, “Would Equal Opportunity Mean More
Mobility?” in Mobility and Inequality, Stanford University Press, 2006;
Richard Breen, “Social Mobility and Equality of Opportunity,” upublished,
Yale University, 2010.
An important caution: We shouldn’t assume that more intergenerational
mobility is necessarily better. We want a society with sufficient openness
and opportunity that people from less advantaged backgrounds are able
to move up. But an extremely high level of mobility might well be
discouraging. If children’s fortunes appeared to be determined by lottery,
parents’ incentives to invest in their kids surely would be weakened.
Richard Breen and Jan O. Jonsson, “Explaining Change in Social Fluidity:
Educational Equalization and Educational Expansion in Twentieth-Century
Sweden,” American Journal of Sociology, 2007, pp. 1775-1810; Anders
Björklund and Markus Jäntti, “Intergenerational Income Mobility and the
Role of Family Background,” in The Oxford Handbook of Economic
Inequality, Oxford University Press, 2007.
Lane Kenworthy, “Equality of Opportunity,” The Good Society; Alan
Milburn et al, Unleashing Aspiration: The Final Report of the Panel on Fair
Access to the Professions, 2009.
OECD, Education at a Glance, 2013; Lochner, “Non-Production Benefits of

16.
17.
18.
19.
20.

21.
22.

23.

24.

Education: Crime, Health, and Good Citizenship”; Robert A. Hummer and
Elaine M. Hernandez, “The Effect of Educational Attainment on Adult
Mortality in the United States,” Population Bulletin, 2013.
Lochner, “Non-Production Benefits of Education: Crime, Health, and Good
Citizenship.”
Lane Kenworthy, “Families,” The Good Society.
Richard Layard, Happiness, Penguin, 2005; Lane Kenworthy, “Happiness,”
The Good Society.
Andre Blais, “What Affects Voter Turnout?,” Annual Review of Political
Science, 2006.
Robert D. Putnam, Bowling Alone, Simon and Schuster, 2000; Christian
Albrekt Larsen, The Rise and Fall of Social Cohesion, Oxford University
Press, 2013.
Claudia Goldin and Lawrence Katz, The Race between Education and
Technology, Harvard University Press, 2008.
For more discussion see Edward N. Wolff, Does Education Really Help?,
Oxford University Press, 2006; Lane Kenworthy, Jobs with Equality,
Oxford University Press, 2008, ch. 9; Lane Kenworthy, “Income
Inequality,” The Good Society.
OECD, Education at a Glance, 2013; Luxembourg Income Study, “LIS Key
Figures”; Anthony B. Atkinson, Thomas Piketty, and Emmanuel Saez, “Top
Incomes in the Long Run of History,” Journal of Economic Literature,
2011.
Larsen, The Rise and Fall of Social Cohesion.

 Share

Blog at WordPress.com.

Search

Lane Kenworthy
The Good Society

Books and articles

Courses

About me

More …

Early education
Lane Kenworthy, The Good Society
October 2014

The United States led the way in establishing universal elementary and
secondary schooling and in expanding access to college. But in early
education, for children aged one to four, America lags well behind some
other rich nations.
WHY EARLY EDUCATION?
The potential benefits are two. First, many Americans with
prekindergarten children want to combine family with paid work.1 But outof-home care can be prohibitively expensive. American parents with a child
younger than age five in out-of-home care currently pay, on average,
about $9,000 per year for that care. For families with incomes below
$18,000 who pay for out-of-home care, the average cost amounts to
40% of household income. For those with incomes between $18,000 and
$36,000, the average is 20% of income.2 Faced with such unaffordable
costs, some parents settle for care that is mediocre or poor.3 Others
simply forgo employment.4
Denmark and Sweden offer an alternative model. Beginning in the 1960s,
these countries introduced and then steadily expanded paid parental leave
and publicly-funded childcare and preschool. Today, Swedish and Danish
parents can take a paid year off work following the birth of a child. After
that, parents can put the child in a public or licensed private early
education center. The quality tends to be high, as early education
teachers get training and pay comparable to elementary school teachers.
Parents pay a fee, but the cost is capped at less than 10% of a
household’s income.5
We can see the impact in employment patterns. Among mothers whose
youngest child is six to sixteen years old, and thus eligible for free K-12
schooling, the employment rate in the US is just a few percentage points
lower than in Denmark and Sweden. Among mothers with a child younger
than six, it’s 15 percentage points lower.6
Second, evidence increasingly suggests that good-quality universal early
education helps to equalize opportunity by improving the capabilities of
children from less advantaged homes.
Americans are strong believers in equality of opportunity. More than 90%
think “our society should do what is necessary to make sure that
everyone has an equal opportunity to succeed.”7 But family conditions are
a big impediment. Some children have parents who read to them, instill

helpful traits such as self-control and persistence, shield them from stress
and physical harm, expose them to new information and learning
opportunities, assist them with homework, provide connections that help
them get out of trouble or into a good job, remain in a stable relationship
throughout the childhood years, and so on. Other children are less
fortunate.8 As a result, whereas an American born into a family in the top
fifth of incomes has roughly an 80% chance of ending up in the middle
fifth or higher in adulthood, an American born into the bottom fifth has
only a 30% chance of reaching the middle fifth or higher.9
Schools help to offset the massive differences in capabilities caused by
families. How do we know that? Children from poor homes tend to have
much lower measurable skills than children from affluent homes at
kindergarten entry. Given the huge variation in home and neighborhood
circumstances, we would expect that gap to continue to widen
throughout childhood. But it doesn’t; it’s about the same size at the end
of high school.10 This tells us that schools have an equalizing effect. Also,
during summer vacations, when children are out of school, those from
lower-income families tend to fall farther behind.11
Having children enter school earlier in life could reduce the disparity when
they arrive for kindergarten. Indeed, some analysts conclude that the
impact of schooling is larger before kindergarten than after.12
The effects of three high-quality early education programs — the Perry
Preschool Program in Michigan in the 1960s, the Abecedarian Project in
North Carolina in the 1970s, and the Child-Parent Center Education
Program in Chicago in the 1970s — have been tracked into early
adulthood or beyond. Each program appears to have had positive effects
for low-income children that persist throughout the life course. That’s
also the case with a short-lived but large-scale childcare program put in
place in the 1940s during World War II. For the Perry and Chicago
Programs, gains in test scores faded away but there were long-term gains
in labor market success and other outcomes. The same appears to be
true for Head Start. This suggests that the key improvement is in
noncognitive skills more than in cognitive ability. On the other hand, the
Abecedarian Project yielded better long-term behavioral outcomes along
with sustained gains in test scores. A natural experiment in Denmark also
found lasting test-score gains. So early education’s benefits for children
from less advantaged homes may come via both cognitive and
noncognitive skills.13
Skeptics point to findings of little apparent impact of existing universal
preschool programs for four-year-olds in Oklahoma and Georgia. But
these programs are too new to assess long-run effects.14
The Nordic countries, particularly Denmark and Sweden, have had
universal early education systems in place for a generation. This may help
account for why opportunity is more equal — children’s cognitive abilities,
likelihood of completing high school and college, and labor market success
depend less on their parents’ education, income, and parenting practices
— in these countries than in others.15
The most informative test is one that looks at differences across
countries in changes over time.16 If early education helps to equalize
opportunity, we would expect a greater equalization over time in Sweden
and Denmark than in countries that didn’t adopt universal early education.
According to Gøsta Esping-Andersen, that is indeed what happened17 :

“I use the IALS [International Adult Literacy Survey] data to compare
social origin effects on the probability of completing upper-level
secondary education across birth cohorts…. The analyses follow three
cohorts, the oldest born in the late 1940s and early 1950s; the youngest
in the 1970s. And I compare ‘social inheritance’ trends in the three Nordic
countries with Germany, the UK, and the US.
“The results are very consistent with a ‘constant flux’ scenario in
Germany, the UK, and the US. In these countries we see no decline
whatsoever in the impact of origins on educational attainment across the
cohorts — which is to say, over a half century…. In contrast, there is a
very significant decline in the association in all three Scandinavian
countries, and the drop occurs primarily in the youngest cohort — the
first to enjoy near-universal participation in child care. To exemplify, the
probability of attaining higher education was, for the oldest cohort, a fifth
as great as for those whose parents had high education. For the
youngest Danish cohort, the relative probability has declined to only a
half.
“These results do not, of course, tell us whether equalization was due to
child care…. But the coincidence of timing is very suggestive. It is
evident, especially in Denmark and Sweden, that the big leap in
equalization is centered in the youngest cohort. This is, in fact, the first
cohort in which the majority of children came to be enrolled in pre-school
institutions in either country.”

In sum, good-quality universal early education would improve work-family
balance and likely would reduce inequality of opportunity.18
PUBLIC?
Do we need government to step in? Why can’t we leave early education to
the market?
A good early education system will combine three features: accessibility,
affordability, and quality. For Americans able and willing to pay a lot for
childcare, our current market-based system typically delivers all three. But
for those with low to moderate incomes, getting access to affordable care
often means sacrificing quality.19 A universal system with public funding
and some direct public provision could change this, ensuring good-quality
care to everyone at an affordable price.
Should government pay for early education? The argument in favor is that
this is the only way to make it affordable for all. Government already is
involved: the federal government funds Head Start, some special
education services, and tax breaks for childcare, and some state
governments fund preschool for four-year-olds and subsidize childcare for
poor families. Yet current funding is nowhere near sufficient to ensure
that everyone has access to good-quality care and preschool.
Should government also provide early education? Those who say yes
contend that this is the only way to guarantee universal access to
preschool and care that’s above an acceptable quality threshold. On the
other hand, it isn’t necessary that government be the sole provider.
Denmark and Sweden allow private providers, as long as they meet quality
standards. In many districts across the US we allow private providers for
publicly-funded K-12 schooling (charter schools), and we allow private
doctors and hospitals to provide medical care for Medicare and Medicaid
recipients.

What’s the ideal mix? We don’t know. Maybe it’s 25% of kids in public
early education centers, or perhaps it’s 75%. This depends largely on how
many private providers can combine good quality with a reasonable rate of
return.
UNIVERSAL?
Why not simply increase access to good-quality early education, for
instance by expanding Head Start? The argument for universal early
education is threefold. First, it isn’t just low-income parents who struggle
to find good-quality care that’s affordable. Middle-class parents do too.
Second, family structure and parents’ traits and behaviors are key
sources of disadvantage, and they don’t overlap perfectly with family
income. If we target low-income households, we’ll miss many children who
need help. Third, development of cognitive and especially noncognitive
skills is aided by peer interaction. Children from less advantaged homes
gain by mixing with kids from middle-class homes, which doesn’t happen
in a program that exclusively serves the poor.20
HOW EARLY?
Should we encourage parents to put their kids in out-of-home early
education immediately after birth? Probably not. Research suggests
children tend to fare best staying with a parent during the first year of
life.21
Along with facilitating early education for kids aged one to four, therefore,
it might be good to enable more parents to stay home with their children
during the first year.22 Right now, US law requires that firms with 50 or
more employees grant 12 weeks of unpaid leave to new parents.23 Some
large firms offer paid leave, but that’s entirely voluntary. Here too, the
Danes and Swedes arguably have it about right. They provide tax-funded
paid parental leave for roughly one year. A portion is use-it-or-lose-it for
the father; if he chooses not to take any leave, the couple loses that time.
Otherwise they are free to split the leave however they like.
HOW MUCH WOULD IT COST?
The bill to taxpayers will depend on specific details, but a rough estimate
is 1% of GDP, or $160 billion, per year. This is for early education only; it
doesn’t include paid parental leave.24
There are two ways to reach this number. First, suppose 75% of children
aged one to four end up enrolled in early education. That’s 12 million
children. If we spend $10,500 per child, the same as for K-12 schools,25
total expenditures would be around $125 billion. We’ll want a better
teacher-child ratio for early education, which will increase the cost a bit.26
Second, public expenditure on early education in Denmark and Sweden is
about 1.5% of GDP.27 We’re likely to end up with more private provision
and we have a larger per capita GDP, so 1% of our GDP might well be
sufficient to create a system that approximates theirs in quality and
accessibility.28
Over the long run, universal early education might pay for itself via higher
employment and productivity.29 In the short run it will require additional
tax revenue. How much will taxes increase for individual households? If
the distribution of new tax payments needed to fund early education is
the same as for existing tax payments, households in the bottom fifth of

incomes will pay $133 more per year, those in the lower-middle fifth $333,
those in the middle fifth $666, those in the upper-middle fifth $1,266, and
those in the top fifth $4,200.30 These amounts are fairly small — an
advantage of spreading the bill across the population.31 And actual
increases in tax payments probably would be even smaller, since we
already spend some public money on early education.
Moreover, some of the needed revenue can come from user fees. Early
education is different from police protection and health care, the kinds of
services that almost no one opts to go without. Even if good early
education programs were readily available, some families would choose not
to use them because they prefer to provide stay-at-home parental care
for their young children. And of course some American adults have no
children. This argues for having parents who do want to use early
education pay something — even parents with low incomes. Here too the
Nordic approach is sensible; in Denmark and Sweden programs charge on
a sliding scale, with the fee rising in proportion to family income, but never
going above 10%.
WORRIES AND OBJECTIONS
Opponents of universal publicly-funded early education for the United
States offer a number of objections and counterarguments.
First, when someone suggests borrowing a policy or institution from the
Nordic countries, skeptics point out that these countries are very different
from America. They’re small, they’re more ethnically and racially
homogenous, and their cultures and histories are quite distinct from ours.
What works there, in other words, won’t necessarily work here.
While it’s true that these countries are different, that doesn’t justify
blanket skepticism about borrowing. We need to consider the particulars
of the policy in question. It’s not clear why a system of publicly-funded
early education centers (schools) can function effectively only in a small
homogenous country. France does this, even though it’s a pretty large
nation. Belgium does too, despite its diversity.32 And the United States
does a reasonably good job with kindergartens and elementary schools.
Education experts and ordinary Americans routinely profess
dissatisfaction with the country’s K-12 public schools. But recall the
evidence mentioned earlier: inequality in capabilities expands when children
aren’t in school (before kindergarten and during summers), while K-12
schools hold it at bay. American schools could be better, to be sure, but
for less advantaged children they are, even in their current condition, far
more helpful than the likely alternative.
A second objection is that we don’t know how large the impact of early
education will be in boosting the capabilities of children from less
advantaged families. The expectation of a sizeable effect is compelling,
and we have supportive evidence from K-12 schooling, from three highquality early education programs, and from cross-country comparison.
But that evidence is limited.33 Proponents counter that because equalizing
opportunity is such a prized goal, even a modest improvement would
make early education worthwhile, and that regardless of its impact on
opportunity, it will be of considerable benefit in helping parents balance
work and family.
Third, some contend that more government spending and higher taxes
will hurt the economy. But the relevant evidence says otherwise.34

Fourth, some believe government provision of services and benefits
weakens families.35 If parents have access to affordable good-quality
childcare and preschool, will they be less likely to stay together or get
married in the first place? That’s conceivable, but the historical and
comparative evidence suggests reason for skepticism. Enrollment in
elementary and secondary schools grew steadily in the United States from
the late 1800s until around 1960, but it was in the 1960s, after the rise in
school enrollment slowed sharply, that rates of divorce and out-ofwedlock birth shot up.36 And more children grow up with both parents in
Denmark, France, and Sweden, each of which has a universal early
education system, than in the United States.37
Fifth, some worry about rent-seeking if a substantial amount of early
education is publicly provided. Public-sector employees may be able to get
above-market pay and benefits, increasing the cost to taxpayers.38 The
evidence on this is mixed.39 Proponents draw a parallel with the military,
police protection, fire fighting, medical care, K-12 schooling, and other
services. Most Americans judge it worthwhile to pay for these services
even if there is some rent-seeking.
A sixth objection suggests that publicly-provided services tend to be of
low quality. Yet the evidence from our public K-12 schools offers cause for
optimism. While there is lots of room for improvement, they do help to
equalize opportunity. They also, of course, facilitate employment by
parents. Public early education would do the same.
Finally, why not just give the money to parents and let them choose
whether to use it on early education or on something else? The argument
against doing so is that if early education has individual and social
benefits, it makes sense to require that the money be used for that and
only that. The same is true of safety (military, police), infrastructure
(roads, bridges), health insurance (Medicare, Medicaid), and K-12
schooling, among others. It’s worth emphasizing that no one would be
forced to enroll their children in early education; parents who prefer to
stay home with their children during the first five years would still be able
to do so.
SUMMARY
Universal publicly-funded high-quality early education would facilitate
work-family balance for Americans, and the best available evidence
suggests it would enhance opportunity for children who grow up in lessadvantaged homes. The likely cost would be about 1% of GDP.
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For the past century, America’s colleges and universities have been the
envy of the world. That’s still true when it comes to research, but it’s no
longer clear that we’re doing as well as we should in educating our young
adults.
Do enough Americans get a four-year college degree? How much do
college students learn? Are we doing well by students who attend college
but don’t end up getting a four-year degree? Are we making progress in
facilitating lifelong learning?
GETTING A FOUR-YEAR DEGREE
About 35% of Americans get a four-year (bachelor’s or equivalent) college
degree. As figure 1 shows, the share has risen steadily since 1950, when
it was just 5%. There was a brief spike beginning in the late 1960s, due
partly to a big increase in public funding for colleges after the Soviet Union
successfully put its Sputnik satellite rocket into space and partly to the
instatement of a military draft for the Vietnam War. But the share
returned to its long-run trend shortly afterward.

FIGURE 1. College completion
4 years college or more: Ages 25-34. Data source: Census Bureau, “Years of
School Completed by People 25 Years and Over, by Age and Sex,” using Current
Population Survey (CPS) data. College degree: Ages 25-29. Bachelor’s degree or
more. Data source: National Center for Education Statistics, Digest of Education
Statistics, table 104.20, using CPS data.

Our rate of college completion puts us in the middle of the pack among

the world’s rich nations, as figure 2 shows. That, however, is a significant
change from 2000, when we stood above all but one other country.
During the past decade and a half, college completion has been increasing
more rapidly in many other countries than it has here.

FIGURE 2. College completion
Ages 25 to 34. Bachelor’s (or bachelor’s equivalent) or more. Data sources:
National Center for Education Statistics, Digest of Education Statistics, table
603.30, using OECD data; OECD, Education at a Glance 2015, table A1.3a, p. 41.
“Asl” is Australia; “Aus” is Austria.

So compared to the past and to other affluent nations, we’re doing okay
on college completion — not bad, but perhaps not as well as we’d like to.
Some contend that it makes no sense to try to increase college
completion. In this view, there is a limited supply of high-skill jobs, so
adding more college graduates will leave more in jobs that don’t require
anything near college-level abilities.1 But careful assessment of the
available evidence suggests that demand for college-level skills is likely to
increase going forward. And a college education can aid in the
development of general skills such as complex reasoning, critical thinking,
and written and verbal communication. In this way, colleges help people to
maximize their capability to make and pursue informed preferences. Also,
a better-educated population tends to have a range of beneficial effects
for the society as a whole.2
More worrisome than the overall rate of college completion is the large and
widening gap among Americans from varying backgrounds. Figure 3
shows the trend in graduation by parents’ income. College completion has
increased for all income groups, but much less rapidly among those with
low-income parents than among those with upper-middle-income or highincome parents.

FIGURE 3. College completion by parents’ income
College completion: four or more years of college. Q1-income family: the person’s
family income during childhood was on the lowest quarter of the income ladder.
Q2, Q3, and Q4: second, third, and fourth quarters of the income ladder. Data
source: Martha Bailey and Susan Dynarski, “Gains and Gaps: A Historical
Perspective on Inequality in College Entry and Completion,” in Whither
Opportunity? Rising Inequality, Schools, and Children’s Life Chances, edited by
Greg J. Duncan and Richard J. Murnane, Russell Sage Foundation, 2011, figure
6.3, using National Longitudinal Survey of Youth data.

What’s caused this widening of the income gap in college completion?
Much of it owes, arguably, to rising gaps in family circumstances,
neighborhoods, early education, and K-12 schools.3
But colleges themselves may be partly to blame. One possible culprit is
that public four-year colleges haven’t expanded their admissions slots
nearly enough to accommodate the growing applicant pool. At these
colleges, students with weaker credentials, whose admission applications
now frequently are rejected, tend to be just as likely to graduate as those
with stronger applications. This suggests that admitting more students
from disadvantaged backgrounds to public four-year colleges would
increase the number who get a four-year degree.4
Another leading hypothesis points to the rising price of college. As figure
4 shows, the published price for public four-year colleges has ballooned
over the past generation. (At private nonprofit colleges, not shown here,
it has risen even more sharply, from $16,000 in 1980 to $44,000 in
2015.) This owes to a number of developments: reduced funding by state
governments, increases in the number of administrators and in
administrative salaries, and an increase in the ability and willingness of
affluent parents to pay hefty sums.5

FIGURE 4. Published cost of college

In-state public four-year colleges. Average cost per year, in 2015 dollars. Includes
tuition, fees, room, and board. “k” = thousand. Data source: College Board,
“Trends in College Pricing 2015,” table 2A, p. 17.

Yet these data give a misleading picture of the true cost of college for
students from low-income and lower-middle-income families, because
many receive grant aid from the federal government and/or the college
they attend. Figure 5 shows the actual net cost for in-state students at
four-year public colleges. These data are available only beginning in 2000,
but that’s not a big problem, as it’s since then that the sticker price of
college has increased most sharply. For students whose parents’ income
is on the top quarter of the income ladder (Q4), the rise in actual cost has
been similar to the rise in published cost shown in figure 4. But for
students from lower-middle-income (Q2) families and especially those
from low-income (Q1) families, the rise has been far less steep — indeed,
it has been fairly small.

FIGURE 5. Actual net cost of college
In-state public four-year colleges. Average cost per year, in 2011 dollars. Includes
tuition, fees, room, and board and subtracts grant aid. “k” = thousand. Q1: the
student’s parents’ income is on the lowest quarter of the income ladder. Q2, Q3,
and Q4: second, third, and fourth quarters of the income ladder. Data source:
College Board, “Trends in College Pricing 2015,” data appendix for figure 12.

Then again, many low-income students, and their parents, may not be
aware of the extensive financial aid for which they are eligible, so they may
perceive the cost of college as much higher than it actually is.6 The fact
that colleges have tended to make it difficult to figure out the amount of
financial aid probably contributes to this.7
One indicator that suggests perceived cost is a key factor: the gap in
college completion owes mostly to a gap in entry. Figure 6 shows rates of
entry and completion by parents’ income for Americans born around
1980. The large gap in completion is already present in entry. Also, the
college entry rate for high-performing students from low-income families
is much lower than for high-performing students from high-income
families.8

FIGURE 6. College entry and completion by parents’ income
Persons born 1979-82. College entry: includes all two-year and four-year
postsecondary institutions. College completion: four or more years of college.
Data source: Martha Bailey and Susan Dynarski, “Gains and Gaps: A Historical
Perspective on Inequality in College Entry and Completion,” in Whither
Opportunity? Rising Inequality, Schools, and Children’s Life Chances, edited by
Greg J. Duncan and Richard J. Murnane, Russell Sage Foundation, 2011, figures
6.2 and 6.3, using National Longitudinal Survey of Youth data.

According to the data in figure 5 above, between 2000 and 2012 the
actual net yearly cost of attending a public four-year college increased by
about $2,000 for students from a household in the lowest income quartile
and about $3,000 for students from a household in the lower-middle
quartile. Research over the past three decades on the impact of cost on
college entry suggests that an increase of $1,000 in cost reduces entry
by three to five percentage points.9 If this estimate is correct, the
increased cost of college, though seemingly not that large, could account
for much of the lag in college completion among students from lowerincome backgrounds over the past generation.
Another suggestive piece of evidence on the impact of college cost comes
from cross-country comparison. In Denmark, Finland, Norway, and
Sweden, attending a four-year public university is free, and in those
countries the odds that a person whose parents didn’t complete high
school will attend college are between 40% and 60%, compared to just
30% in the United States.10
If high costs are a deterrent, it might not be only at the entry point. One
recent study finds that for about 40% of students who attend public
universities, the cost to the student or their parents rises from one year
to the next. The median amount of increase is $1,200. This owes partly
to increases in tuition, fees, or room and board, partly to changes in
families’ financial circumstances, and partly to colleges’ practice of offering
more financial aid to students in their first year than in subsequent
years.11
Some have hoped that the rise of for-profit colleges would restrain cost
growth by providing new low-cost competitors to traditional public and
private nonprofit colleges. But so far their impact has been far less
benign. Much of the rise in student loan debt delinquency and default
since the early 2000s is among students who attended for-profit
colleges.12
More helpful might be the availability of income-based repayment of
student loans, a program begun in the late 1990s and significantly
enhanced in 2007 and 2010. For students who borrow from the federal

government, the amount paid back after college is lower if income turns
out to be low. Kevin Carey highlights the potential impact 13 :
“Take, for example, someone who finishes a bachelor’s degree with the
national average of $29,000 in debt, and borrows another $13,000 for a
master’s degree in education. The new graduate goes to work as a
schoolteacher at a starting salary of $35,000, which grows to $50,000
after 10 years. Under IBR [income-based repayment], the monthly loan
payment will start at $117 and never rise above $200. The teacher will
pay only $18,360 in total on the loans, and $48,840 in principal and
accumulated interest will be forgiven after 10 years.”

What’s the case for doubting the importance of the price of college as a
deterrent to entry and completion by students from low- or lower-middleincome families? One important piece of evidence, already noted, is that
the actual cost of attending an in-state public college has increased so
little for such students. Another is the finding of a recent study that
looked at changes in the price of public universities between 1990 and
2013 and observed little impact on college enrollment or completion.14
Another likely obstacle to college entry is the application process, from
identifying target colleges to taking admission tests (the SAT or ACT) to
filling out applications and financial aid forms to completing postadmission paperwork. Some students lack information; others are
overwhelmed by the array of options and the volume of work required to
apply; and still others lack the organization or persistence to successfully
navigate the process from start to finish.15 Trial programs that provide
assistance to such students show promise at increasing entry rates and
improving the quality of schools entered.16
While low rates of college completion by Americans from low- and lowermiddle-income families owe mainly to low rates of entry, that isn’t the only
problem. Some students who do enter college are inadequately prepared.
The most common strategy for addressing deficiencies in college
preparation has been to have students take remedial courses, but
research has tended to find little or no beneficial impact.17 Newer
strategies include eschewing remedial classes and providing intensive
counseling and monitoring.
LEARNING
How effective are American colleges at educating their students?
Some indicators suggest they are fairly effective. According to
international comparisons, the United States continues to be among the
world’s leaders in innovation and technological advance.18 American
universities play a key role in this success, both indirectly via their
graduates and directly via their research. Many innovations, innovative
firms, and innovative clusters are based around or tied to universities.
American colleges also continue to be the leading choice of students from
developing nations wishing to attend a rich-country university.
Other indicators suggest reason for concern. Richard Arum and Josipa
Roksa administered an assessment of critical thinking, complex reasoning,
and writing skills to several thousand students at two dozen American
universities when the students entered and at the end of their second
and fourth years. They found little progress on average, and no progress
at all for about a third of the students.19

In 2012, the Organization for Economic Cooperation and Development
(OECD) conducted a “Survey of Adult Skills” to measure individuals’
proficiency in using digital technology, communication tools, and networks
to acquire and evaluate information, communicate with others, and solve
problems. Figure 7 shows the share of adults with a tertiary degree that
have “good” problem-solving skills by spending on tertiary education as a
share of GDP. Here too the news isn’t good. On average, the share of
college-educated Americans with good skills is below that in many other
affluent nations. And when we take into account America’s comparatively
heavy expenditure on college education, our average skill level looks quite
bad.

FIGURE 7. Share of college graduates with good problem-solving skills
by expenditures on college education
Expenditures are share of GDP. Data source: OECD, Education at a Glance 2015,
chart A1.4, table B2.2. “Asl” is Australia; “Aus” is Austria.

To the extent this is a real problem, there are quite a few possible
culprits, including colleges’ heavy reliance on adjunct faculty and graduate
students for teaching; the priority of research over teaching in
determining faculty tenure and pay; the importance of student evaluations
in assessing teaching performance, which encourages soft grading; and
the extensive comparison shopping by college applicants, which leads to
more money spent on campus beautification, athletic facilities, dorms, and
other nonacademic accoutrements.
New technology and new teaching strategies might help. Lectures and
short instructional videos by experts in content and in delivery can now
be shown to students for free or at low cost. Although massive open
online courses (MOOCs) have thus far failed to live up to proponents’
hopes, greater use of this technology has the potential to improve
student learning.20 That’s also true of active learning approaches to
teaching, which replace or supplement the traditional lecture with greater
student involvement, even in large lecture courses.21
Another possibility is to shift away from degrees based on student
completion of a certain number of credit hours to competency-based
degrees.22
Are we also preparing college students for the “wrong” careers? Put
another way, are we preparing too few of them with the skills needed for
jobs that are critical to our economic success and improvements in living
standards? The most common worry here has to do with STEM fields
(science, technology, engineering, and math).23 However, there’s little
indication of a coming shortage of skills for the jobs employers are

projected to seek. There are some potential exceptions — engineers and
primary-care physicians, for example — but these can be remedied by
loosening restrictions imposed by professional associations and/or
allowing more skilled immigrants.
THE “OTHER THIRD”
One-third of each cohort in the United States never enter college. Another
third get a four-year college degree. What about the other third who
enter college but don’t get a four-year degree? Are we serving them well?
Many in this group begin at community college. Among them, 80% say
they plan to get a four-year degree. But just 33% ever transfer to a fouryear program, and only about 40% of those who do transfer end up
getting a four-year degree. So just 15% of Americans who begin at
community college go on to complete a four-year degree.24
According to a recent study by Public Agenda and partners, low income
doesn’t seem to be the main barrier here.25 A bigger problem is the
degree to which four-year colleges facilitate transfer. Students who can
transfer 90% or more of their community college credits are about three
times more likely to transfer and get a bachelor’s degree than those who
can’t, but only 40% of community college students are able to do this.26
Some students who attend community college get a two-year associate
degree, and 33% get a one-year certificate. According to calculations by
James Rosenbaum and Janet Rosenbaum, compared to persons who
finish high school on time but never enter college, Americans with an
associate degree earn 22% more and those with a certificate earn 13%
more, whereas those with some college but no certificate or degree get no
earnings advantage.27 One possible implication, Rosenbaum and
Rosenbaum suggest, is that instead of pushing all community college
students toward four-year colleges, which leads some of them to end up
with no degree or credential at all, we should embrace the credential and
associate degree routes.
LIFELONG EDUCATION
Traditionally, college education has been something people pursue at a
particular point in the life course — during the late teens and early
twenties. Going forward, this is likely to change. More of us will want to
switch careers in midlife, and for some that will entail more college
coursework, perhaps even an entire degree program. In addition, more
retirees are likely to want to be in or near an active learning environment.
This suggests that colleges ought to pursue the integration of
“nontraditional” students. Some have begun to do so, often through
“extension” programs, but this process is only in its infancy.
SUMMARY
The share of Americans getting a four-year college degree has increased
fairly steadily since 1950, though in the past decade it has been rising
even faster in a number of other rich nations. The gap in college
completion between Americans from more advantaged backgrounds and
those from less advantaged backgrounds is large and growing. Changes
in our economy and society have contributed to this, but so too, it
appears, have public universities’ increasing price and their failure to
expand admissions to meet rising demand.

There also is reason for concern about the quality of college education.
The best available data suggest that many students’ learning and skill
development is below what we would wish, and perhaps below that of
other affluent countries. But these data are limited, so much more study
is needed here.
About a third of a typical cohort begin college but don’t end up getting a
four-year degree. The key concern is for individuals who end up with no
degree or certificate at all. One key to improvement is making it easier to
transfer credits from community colleges to four-year institutions.
Another is ensuring that those unwilling or unable to pursue a four-year
degree get either a two-year associate degree or a one-year certificate.
In coming decades, more people beyond their mid-twenties, including
retirees, will want to pursue some formal postsecondary education.
Colleges are well-positioned to become the key venue for lifelong learning,
and they are beginning to move in this direction.
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Employment isn’t always a good thing. The need for a paycheck can trap
people in careers that divert them from more productive or rewarding
pursuits. Paid work can be physically or emotionally stressful. It can be
monotonous, boring, alienating. Some jobs require a degree of
indifference, meanness, or dishonesty toward customers or subordinates
that eats away at one’s humanity. And work can interfere with family life.
Yet employment has significant virtues.1 It imposes regularity and
discipline on people’s lives. It can be a source of mental stimulation. It
helps to fulfill the widespread desire to contribute to, and be integrated in,
the larger society. It shapes identity and can boost self-esteem. With
neighborhood and family ties weakening, the office or factory can be a key
site of social interaction. Lack of employment tends to be associated with
feelings of social exclusion, discouragement, boredom, and unhappiness.
Societies also need a significant majority of people in paid work to help
fund government programs. In countries that have made commitments to
pensions for their elderly, health care for all, and assorted other services
and transfers, there is a need for additional government revenue. Some
can come from raising tax rates, but that has become a tall order in a
world with mobile capital. Increasing the share of the population in paid
work can help to ensure the fiscal viability of a generous welfare state. It
provides an increase in tax revenues without requiring an increase in tax
rates. High employment eases the fiscal crunch another way too, by
reducing the number of people fully or heavily reliant on government
benefits.
Employment is front and center in the American ethos. Self-sufficiency
and self-realization via work are at the core of the “Protestant ethic” that
shaped the country in its early years and the “American dream” that has
animated it since the mid-1800s.
How successful have we been in getting Americans into paid work? Are
too few men working now? Is it possible for countries to combine
egalitarianism with high employment? Will robots soon take all of the
jobs?
AMERICA’S EMPLOYMENT PROBLEM
In the second half of the twentieth century, America’s employment rate —
the share of working-age persons in a paying job — rose steadily. In the
1980s and 1990s the increase stood out among affluent democratic

countries, a number of which were experiencing little job growth and
persistently high levels of joblessness. Commentators took to referring to
our economy as the “great American jobs machine.”2
But as figure 1 shows, around 2000 that ended. The employment rate as
of 2016 was about 4 percentage points lower than in 2000 and nearly 9
percentage points lower than it would have been if the preceding half
century’s trend had continued.

FIGURE 1. US employment rate
Employed persons aged 25-64 as a share of the population aged 25-64. The
vertical axis doesn’t begin at zero. These data are from surveys of households.
Surveys of establishments suggest a similar pattern over time. Data source:
Current Population Survey, Bureau of Labor Statistics, series LNU02000060,
LNU02000095, LNU00000060, LNU00000095.

Some would argue that a better measure is employment hours, calculated
as the employment rate multiplied by average annual hours worked
among those employed. That’s probably wrong if our concern is with
individual well-being; people may derive meaning and satisfaction simply
from being employed, even if they don’t work many hours. In terms of
generating tax revenue, on the other hand, it’s of limited help to have lots
of people in paid employment but working few hours. In any event, the
long-run pattern for employment hours is broadly similar to that for the
employment rate, as figure 2 shows.

FIGURE 2. US employment hours
Employment hours per working-aged person: average hours worked per
employed person multiplied by the employment rate for persons age 25-64. “k” =
thousand. The vertical axis doesn’t begin at zero. Data source: OECD.

Our recent employment record isn’t just disappointing compared to our
past performance. It also is mediocre relative to how other affluent
nations have done since 2000, as figure 3 indicates. The US employment
rate was among the highest at the turn of the century, but it’s now
toward the low end of the ranking.

FIGURE 3. Employment rate
Employed persons aged 25-64 as a share of all persons aged 25-64. The vertical
axis doesn’t begin at zero. Data source: OECD. “Asl” is Australia; “Aus” is Austria.

The US is missing about 9 percentage points of employment. That’s the
gap between the actual employment rate in 2016 and what the rate would
have been if the previous half century’s trajectory had continued (figure
1). As a rough approximation, about 1 percentage point of that gap owes
to a drop in government employment, 1 point to an acceleration in the
decline of manufacturing employment, 3.5 points to the timing and
severity of the great recession, and 3.5 to a slowdown in growth of
private service employment during economic upturns.
As figure 4 shows, the share of the working-age population employed by
federal, state, and local governments increased until 1980. It then
flattened out in the 1980s and 1990s. Since 2000 it has dropped by
about 1 percentage point.

FIGURE 4. US employment rate: government
Government employees as share of the population aged 16-64. Data sources:
Federal Reserve Bank of St. Louis, FRED database, series, usgovt; Bureau of
Labor Statistics, series LNU00024887, LNU00000060, LNU00000095. In figures
4, 5, and 6, the employment data come from a survey of establishments rather
than of households. The establishment employment data aren’t broken down by
age, which makes it impossible to isolate 25-to-64-year-olds in the numerator. I
therefore use the population aged 16 to 64 as the denominator in calculating
employment rates.

The share of working-age Americans employed in manufacturing has been
falling since 1970, as figure 5 indicates. The decline accelerated after
2000. In the 30 years from 1970 to 2000, the share fell by 6 percentage
points, or about 3 percentage points every 15 years. In the 15 years after
2000, it fell by 4 percentage points.
This owes largely to a surge in manufacturing imports from China, which
cost Americans 2.4 to 3.2 million jobs according to recent analyses.3 In
principle those workers could have shifted to other jobs, but in practice
that can be difficult unless the displaced worker is willing to accept
significantly lower pay or move to another city or state.4

FIGURE 5. US employment rate: manufacturing
Manufacturing employees as share of the population aged 16-64. Data sources:
Federal Reserve Bank of St. Louis, FRED database, series manemp; Bureau of
Labor Statistics, series LNU00024887, LNU00000060, LNU00000095.

Figure 6 shows the share of the working-age population in private-sector
nonmanufacturing — mostly service — jobs. From 1970 to 2000, as the
share of working-age Americans employed by government held steady
and the share employed in manufacturing declined, private service
employment grew rapidly, accounting for all of the rise in the overall
employment rate. Since 2000, by contrast, we’ve gained no ground in
private service employment.

FIGURE 6. US employment rate: private sector other than manufacturing
Private-sector employees not in manufacturing as share of the population aged
16-64. Data sources: Federal Reserve Bank of St. Louis, FRED database, series
uspriv, manemp; Bureau of Labor Statistics, series LNU00024887,
LNU00000060, LNU00000095.

The most obvious culprit, readily apparent in figure 6 (also figure 1), is
the timing and severity of the “great recession.” The onset of the
recession in 2008 meant that the employment growth phase of the 2000s
business cycle lasted just four years, from 2003 to 2007, and the
recession then knocked the employment rate down by far more than in
any other downturn since the 1930s.
But this isn’t the entire story. In addition, service employment expansion
during upturns has slowed. In the growth phase of the business cycles
during the 1970s, 1980s, and 1990s, the employment rate in privatesector services increased, on average, by 1 percentage point per year. In
the 2000s and the 2010s, it did so by just 0.67 percentage points per
year.
What accounts for this? One hypothesis points to a slowdown in
economic growth since 2000.5 This is quite plausible, but sorting out the
causality is difficult, because employment is not only a consequence of
economic growth but also a key determinant of it.
Second, a significant amount of net job creation comes from relatively
young firms, and the rate of new business creation is lower today than in
the past, perhaps due to an accumulation of regulatory impediments.6
The problem with this explanation is that the business startup rate has
been falling steadily since the mid-to-late 1970s, so it isn’t clear why this
would have hindered employment growth only after 2000.7
A third hypothesis points to shifts in corporate governance and in the
leverage of employers relative to employees.8 Beginning in the 1980s,
many US firms shifted to a “shareholder value” orientation, prioritizing the
company’s stock price over the well-being of employees. Growing use of
stock options as a key component of executive compensation accentuated
this shift by creating a direct financial incentive for top management to try
to drive up the firm’s share price. At the same time, financial advisors,
believing many firms had gotten overly bloated with unnecessary
employees, increasingly favored those that “downsized” their workforce.
Meanwhile, declining unionization, rising imports, automation, and an
increase in immigration weakened workers’ ability to resist employment
cutbacks during hard times and to press for more jobs during good
times.
A fourth hypothesis focuses on America’s lack of progress in familyfriendly policy.9 Employment among prime-working-age men has
decreased since 1970, but at a steady pace, with no acceleration after
2000 (see below). The big change since 2000 has been among women.
The employment rate among women of prime working age (age 25-54)
rose from 35% in 1950 to 74% in 2000. By 2016 it had fallen to 71%.
This contrasts with developments in a number of other rich countries, as
figure 7 shows. In 2000, the US had the sixth highest prime-age women’s
employment rate among these countries. A decade and a half later, it
ranked sixteenth.

FIGURE 7. Employment rate: women aged 25-54
Employed women aged 25-54 as a share of women aged 25-54. The vertical axis
doesn’t begin at zero. Data source: OECD. “Asl” is Australia; “Aus” is Austria.

Many Americans with prekindergarten children want to combine family with
paid work. But out-of-home care can be prohibitively expensive. Full-time
out-of-home care for a child under age five costs, on average, about
$9,500 per year.10 That’s a very large sum, particularly for those with low
incomes. (Average yearly income in the lowest fifth of US households is
$20,000.11 ) Faced with such unaffordable costs, some parents settle for
care that is mediocre or poor, while others forgo employment.
Denmark and Sweden pioneered a different approach.12 Beginning in the
1960s, these countries introduced and then steadily expanded paid
parental leave and publicly-funded childcare and preschool. Today,
Swedish and Danish parents can take a paid year off work following the
birth of a child. After that, parents can put the child in a public or licensed
private early education center. The quality tends to be high, as early
education teachers get training and pay comparable to elementary school
teachers. Parents pay a fee, but the cost is capped at less than 10% of a
household’s income.
We can see the impact in employment patterns. Among mothers whose
youngest child is six to sixteen years old, and thus eligible for free K-12
schooling, the employment rate in the United States is just a few
percentage points lower than in Denmark and Sweden. Among mothers
with a child younger than six, it’s 15 percentage points lower.13
In recent decades many other rich nations have moved toward the types
and generosity levels of the Nordic family-friendly policies, and a number
of them have pulled ahead of the US in women’s employment. We’ve done
far less. Our federal government mandates 12 weeks of unpaid family
leave in medium-sized and large firms, and it funds Head Start for very
poor families. Among states, a few have paid parental leave policies and
some have pre-kindergarten for 4-year-olds.
A MALE EMPLOYMENT CRISIS?
The employment rate among American men aged 25-54 has been falling
for nearly half a century. As figure 8 shows, the rate was around 94% in
the 1950s and 1960s. Since 1970 it has declined steadily, dropping to
85% as of 2016.

FIGURE 8. US employment rate: persons aged 25-54
Employed persons aged 25-54 as a share of the population aged 25-54. The
vertical axis doesn’t begin at zero. The values on the vertical axis are the starting
and ending levels for each of the three series. Data source: Bureau of Labor
Statistics, series LNU02300060, LNU02300061, LNU02300062.

This is a product of multiple developments. In that same period, from
1970 to the present, the employment rate of prime-working-age women
jumped from 48% to 71%. Job competition from women has thus played
a role in the fall in men’s employment. So has complementarity: today,
more men can forgo employment because they have a wife, partner, or
ex-partner with a paycheck.
Because of automation, trade, the shareholder value orientation in
corporate governance, union decline, and other developments, the labor
market has become more difficult for and less attractive to less-educated
Americans, with fewer decent-paying jobs, stagnant wages, and less job
security.14 Men without college degrees, and even moreso those with no
college at all, have seen the sharpest reduction in employment.
The shrinking of the manufacturing sector has also contributed. About
16% of all (male and female) working-age Americans had manufacturing
jobs in the 1950s and 1960s, but since 1970 the share has fallen steadily,
down to just 6% as of 2016 (figure 5 above). Men who used to work in
manufacturing, or who grew up expecting to, have been less likely than
women to take a service job instead, perhaps because they see service
positions as inconsistent with traditional notions of masculinity.15 A
number of former manufacturing hubs are among the metro areas with
the lowest prime-age male employment rates.16
As a result of rising crime in the 1960s and 1970s and our incarcerationcentered response to that rise, a large number of men have been saddled
with the labor market obstacle of a prison record. According to one
estimate, a third of nonemployed men aged 25 to 54 have a criminal
record.17
Another contributor is the creation of new government benefits and
expansion of some existing ones — disability benefits, unemployment
insurance, food stamps, housing assistance, Medicaid, veterans benefits,
and others. Working-age men who receive such benefits, or who live with
someone who does, can make do without employment in a way their
counterparts in the 1950s and the early 1960s couldn’t.
Another hypothesis says video games have become so enticing that
they’ve encouraged more young employable men to stay home.18 Yet this

seems unlikely to be a major driver, as the trend in prime-age male
employment has been a steady downward one for nearly half a century,
with no acceleration during the recent period of dramatic improvement in
video game quality.19
According to some observers, the decline in male prime-working-age
employment is a “catastrophic failure,” “a problem so urgent, so immense
that it should demand immediate attention and action.”20 That’s probably
an overreaction. During the period in which the decline has occurred, from
1970 to the present, the overall prime-working-age employment rate has
risen from 70% to 78% (see figure 8), because the rise in women’s
employment has more than compensated for the fall among men. Given
these numbers, it isn’t clear that the decline for prime-age men — from
19 in 20 employed to 17 in 20 employed — should be high on our list of
economic concerns.
In any case, we can’t turn back the clock. The rise in women’s
participation in higher education and the workforce isn’t going to reverse
itself. And as traditional gender norms fade, more men will want to spend
more time at home caring for children or other family members.
Manufacturing employment isn’t going to revitalize; the share of people in
manufacturing jobs has been falling steadily not just here but in all
affluent countries, and automation will ensure that this decline
continues.21
We could and should take steps to improve pay levels in low-end jobs.
We also need to do more to help former prisoners into paid work. But as
figure 9 shows, the downward trend in employment among primeworking-age men has occurred in other rich nations too, including those
with a higher wage floor and no incarceration problem. This suggests
limits to how much America can achieve with these strategies.

FIGURE 9. Employment rate: men aged 25-54
Employed men aged 25-54 as a share of men aged 25-54. The vertical axis
doesn’t begin at zero. “Asl” is Australia; “Aus” is Austria. Data source: OECD.

JOBS WITH EQUALITY?
Since the early 1990s, policy makers have worried that there is a sharp
tradeoff between high employment and low or modest inequality. A high
wage floor and generous government benefits, in this view, reduce
employer demand for workers at the low end of the labor market and
reduce the incentive for benefit recipients to enter paid work.22 A decade
ago the cross-country evidence suggested that egalitarian institutions
and policies might indeed have some adverse impact on employment,
23

albeit not a large one.23
Today there is greater cause for optimism. Figure 10 shows that countries
with less income inequality between households at the bottom and those
in the middle have tended to do as well or better than their more unequal
counterparts in achieving a high and rising employment rate.

FIGURE 10. Employment by income inequality
1979 to 2015. In the first chart, the vertical axis is the employment rate for persons
aged 25-64 in 2015. In the second chart, the vertical axis is change in the
employment rate for persons aged 25-64 between 1979 and 2015, adjusted for
starting level. Income inequality: ratio of 50th-percentile (median) household
income to 10th-percentile household income, averaged over the period from 1979
to 2015. Data sources: OECD; Luxembourg Income Study. “Asl” is Australia; “Aus”
is Austria.

It’s worth noting in particular the employment performance of the United
States. The US has pursued a “market liberal” approach to employment
growth: a low wage floor, very limited labor market regulations, relatively
stingy government benefits, comparatively low taxes, steady deregulation
of product markets, and limited support for retraining, job placement, and
work-family balance. Up to the turn of the century the “great American
jobs machine” was comparatively successful; the US was among the rich
world’s leaders in raising its employment rate. But fifteen years later,
America’s employment record looks quite mediocre.
WILL ROBOTS TAKE ALL THE JOBS?
At some point, artificial intelligence may get good enough that robots and
other machines can do even nuanced analytical and in-person service
tasks as well as (or better than) humans.24 At that point, we’ll almost
certainly need a universal unconditional basic income at a level that
ensures each person or household a reasonable level of consumption —
perhaps $25,000 per adult and $10,000 per child.
But in all likelihood this is a generation or three away. Until then, there is
good reason to presume that lots of us will have employment in various
types of service positions — particularly in-person services.25
As we get richer, most of us are willing to outsource more tasks that we
don’t have time or expertise or desire to do ourselves changing the oil in
the car, mowing the lawn, cleaning, cooking, caring for children and other
family members, advising, educating, organizing, managing, coaching,
transporting. And improved productivity and lower costs abroad will
reduce the price we pay for food, manufactured goods, and some
services, leaving us with more disposable income. So we’ll want more
people teaching preschool children, coaching and mentoring teenagers,

helping adults find their way in the labor market or through a midlife
career transition, caring for the elderly, and so on, and we’ll be better able
to purchase and provide such services.
Some of these jobs are likely to pay a modest wage. But that need not
mean a person’s income also is low. A subsidy such as America’s Earned
Income Tax Credit (EITC) or the UK’s Universal Credit (formerly Working
Tax Credit) can boost household incomes while simultaneously
encouraging employment.26
For some, a low-end service job might be a career. Others will want it to
be merely a stepping-stone. Government can help ensure that people
have the capability to move up, via healthcare, early education, elementary
and secondary schooling, lifelong learning opportunities, retraining, job
placement assistance, special services for the mentally or physically
disabled, language assistance for immigrants, targeted programs for the
young and the elderly, assistance with transportation, and help in
organizing formal job ladders.
Mobility between jobs need not be confined to upward moves. It’s very
difficult to predict at age 18 or even 22 what kind of interests and
capabilities you will have at age 35 or 50. Policy should facilitate people’s
ability to change job, occupation, or entire line of work at various points in
the life course, even if the switch is simply to something different, rather
than something better. This calls for training, counseling, mentoring, and
perhaps several sabbaticals (every adult, not just parents of newborn
children, should have access to several one-year paid leaves).27 It also
means eligibility for pensions, unemployment insurance, sickness
insurance, parental leave, holidays, and other nonwage benefits should be
contingent on employment, but not on the particular job or employer you
have.
If most people are expected to be in employment, policy also ought to
improve the quality of work life. Low-end service jobs may offer limited
mental stimulation or opportunity to participate in decision making, and
some are stressful. There is a limit to the amount of stimulation that
some of these jobs will ever be able to provide, but most could do better,
and we should try to figure out how and to push firms in that direction.
Indeed, we should aim to improve working conditions in all jobs, rather
than assuming that higher-skilled, better-paying positions automatically
have decent work quality. One possibility is an auditing procedure whereby
government sets outcome standards for work conditions, leaves it up to
firms to decide how to meet the standards, and monitors their efforts to
do so.28
Finally, policy ought to limit the degree to which job inequality spills over
into social inequality and segregation. We want a society that is modestly
rather than severely unequal. Jobs inevitably come with inequalities of
status. If they also have profoundly unequal pay, this can easily spill over
into social segregation and inequality of respect. Policy should push
against this. Neighborhoods should be designed or redesigned to
encourage class mixing. Parks, beaches, libraries, and public transport
ought to be attractive to all. And we might do well to consider a
mandatory year of national service to ensure that everyone gets an
experience of genuine social mixing as they embark on adulthood.
SUMMARY
The employment rate increased steadily in the United States from 1950 to

2000. Since then it has moved in the opposite direction, and the US has
fallen from one of the top performers among the world’s rich countries to
a relatively poor one. This turnaround is a product of multiple
developments. Most notable, perhaps, is the fall in employment among
women, which may owe chiefly to our failure to enact and expand familyfriendly policies such as early education and paid parental leave.
The employment rate among prime-working-age men has fallen steadily
since 1970, from 94% to 85%. Some view this as a crisis. But the US
experience is similar to that of nearly all affluent democracies, and in any
case there is no going back to the institutions and policies that
contributed to the very high male employment rate of half a century ago.
A decade ago conventional wisdom held that policies and institutions
conducive to modest inequality — generous government benefits, high
wage floors, heavy taxation, and more — reduce employment. Today that
apparent tradeoff seems to have evaporated.
At some point robots and computers will do many of the job tasks
currently performed by humans. But that is likely a half century or more
away, and in the meantime service positions, particularly in-person
services, can provide employment for most working-age adults. The key
challenge won’t be to create jobs, but rather to ensure that their
employees have adequate income, decent working conditions, and
opportunity for mobility.
APPENDIX
The appendix has additional data.
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Are we causing the planet to warm? What are the potential
consequences? What, if anything, should we do about it?
ARE HUMANS CAUSING CLIMATE CHANGE?
The hypothesis is relatively straightforward: In various ways, but
especially by burning fossil fuels, we’ve dramatically increased greenhouse
gas emissions. If the amount of greenhouse gases emitted from earth is
larger than natural processes can remove, it will trap more infrared
radiation in the atmosphere, leading to a rise in temperatures. Also, warm
air holds more water vapor than cold air, and water vapor causes
additional trapping of heat. The planet should therefore be warming.
What does the evidence say?
Begin with the hypothesized cause. As figure 1 shows, emissions of
carbon dioxide have increased steadily since 1750, when the industrial
revolution began, and the rise has been especially pronounced since 1950.

FIGURE 1. Carbon dioxide emissions
“g” = gigatonnes. Data source: Carbon Dioxide Information Analysis Center,
cdiac.ornl.gov.

As carbon dioxide emissions have increased, the amount of carbon
dioxide in the atmosphere has increased. We have direct measurement of
CO2 atmospheric concentration only since 1959, but data from ice core
drilling in Antarctica suggest that in the 800,000 years prior to 1750, it

never exceeded 300 ppm (parts per million). Between 1750 and 1959 it
rose from 280 to 316. As figure 2 indicates, between 1959 and 2014 it
increased from 316 to 399.1

FIGURE 2. Carbon dioxide concentration in the atmosphere
Parts per million. 280 is the estimated level in 1750. Data source: Earth System
Research Laboratory, National Oceanic and Atmospheric Administration, US
Department of Commerce, esrl.noaa.gov/gmd/ccgg/trends.

Carbon dioxide isn’t the only problematic greenhouse gas. Methane and
nitrous oxide play a role too. Here a major contributor is the raising of
animals for food, which accounts for approximately 20% of all greenhouse
gas emissions.2 Figure 3 shows that methane concentration in the
atmosphere has increased sharply since scientists began measuring it in
the mid-1980s. The concentration of methane is much lower than of
carbon dioxide, but methane’s potency as a greenhouse gas is about 30
times greater.3

FIGURE 3. Methane concentration in the atmosphere
Parts per billion. 680 is the estimated level in 1750. Data source: Earth System
Research Laboratory, National Oceanic and Atmospheric Administration, US
Department of Commerce, esrl.noaa.gov/gmd/ccgg/trends_ch4.

Next, the hypothesized effect. Has the planet’s temperature increased?
Yes, it has. Figure 4 shows direct measurements beginning in 1880.
Average temperature has risen sharply, particularly since 1950. Figure 5
shows indirect and direct measurements going back to 700. It suggests a
similar conclusion.

FIGURE 4. Earth’s average temperature
Difference from the 1910-2000 average. Land and ocean. The line is a loess
curve. Data source: National Oceanic and Atmospheric Administration,
ncdc.noaa.gov/cag/time-series/global.

FIGURE 5. Earth’s average temperature
Source: New York Times, using data from the Intergovernmental Panel on Climate
Change.

Because the historical temperature records are incomplete, scientists
introduce corrections. Are these corrections biased? This was the concern
at the heart of the 2009 “climategate” controversy. However, the Berkeley
Earth Surface Temperature (BEST) project has gathered together all
existing temperature measures, and the data, even with no corrections,
show a similar trend.4
Is this a “heat island” effect? In other words, do these measurements
show warming simply because a number of the temperature stations are
near towns that have been growing? No. We know this for three reasons:
this effect is likely to be strongest on still nights, yet trends from data
recorded on still nights are similar to those on windy nights; temperature
readings from non-heat-island stations show a similar trend to those
from heat-island stations; and the temperature of water at the surface of
oceans shows a similar trend to that on land.5
Could the observed temperature rise be a result of something else?
Probably not. Scientists use computer simulations that allow them to
project climate effects in scenarios with little or no human emission of
greenhouse gases. According to the simulations, none of those scenarios
can produce the temperature patterns we observe. When the simulations

add the greenhouse gases that we know humans are generating, they
come close to matching the observed temperature patterns, as figure 6
shows.

FIGURE 6. Predicted temperature and actual temperature
The predicted temperature, shown in red, is based on levels of carbon dioxide in
the atmosphere and volcanic activity. The actual temperature, shown in black, is
the average land surface temperature for the planet (degrees Celsius), ten-year
moving average. Source: Berkeley Earth Surface Temperature (BEST) project,
“Summary of Results,” 2013.

Also, as Joseph Romm notes, “if the warming is caused by an increase in
greenhouse gases, we expect the lower atmosphere (troposphere) to
warm, the upper atmosphere (stratosphere) to cool, and the boundary
between them (tropopause) to rise. All of this has been observed. If, for
instance, recent warming were due to increases in the intensity of
radiation from the sun, then in addition to the troposphere, the
stratosphere should be warming, too, which is not happening.”6
The most thorough survey of the evidence is a 2013 report by the
Intergovernmental Panel on Climate Change (IPCC). It concluded that “It is
extremely likely that human influence has been the dominant cause of the
observed warming since the mid-20th century.”7
In 2010, Britain’s Met (Meteorological) Office examined more than 100
peer-reviewed studies. Its conclusion: “We can say with a very high
significance level that the effects we see in the climate cannot be
attributed to any other forcings [factors that push climate in one direction
or another].”8
In sum, while it’s impossible to be fully certain, the computer simulations
coupled with the observed evidence yield a conclusion of “very likely” that
humans are causing climate change.
How much consensus is there among climate scientists? In 2010, the
Proceedings of the National Academy of Sciences reported the findings of
a survey of 1,372 climate researchers. It found that 97-98% of those
publishing in the field believe humans are causing climate change. And
“The relative climate expertise and scientific prominence of the
unconvinced researchers … are substantially below that of the convinced
9

10

researchers.”9 A more recent study also found 97% agreement.10
A 2014 report by the Climate Change Panel of the American Association
for the Advancement of Science described the scientific consensus this
way: “The science linking human activities to climate change is analogous
to the science linking smoking to lung and cardiovascular diseases.
Physicians, cardiovascular scientists, public health experts, and others all
agree smoking causes cancer. And this consensus among the health
community has convinced most Americans that the health risks from
smoking are real. A similar consensus now exists among climate
scientists, a consensus that maintains climate change is happening, and
human activity is the cause.”11
WHAT ARE THE POTENTIAL CONSEQUENCES?
Warming in and of itself might not be so bad (aside from in certain
vulnerable and already-hot places such as the American southwest). But
climate change will increase the frequency and intensity of storms and of
droughts. As figure 7 shows, extreme rainstorms have become more
common in the United States in recent decades. Climate change may have
damaging effects on our health via heat waves, urban smog, and lack of
access to water.12 Warming also could conceivably make significant
portions of the planet uninhabitable.13

FIGURE 7. Extreme rainstorms
Share of weather stations experiencing an extreme rainstorm in a year (10-year
average). The definition of “extreme” varies by region, depending on typical rainfall.
Data source: David Leonhardt, “Irma, and the Rise of Extreme Rain,” New York
Times, 2017, using data from Kenneth Kunkel, North Carolina Institute for Climate
Studies.

The most significant impact of warming could come via melting of the
Greenland and West Antarctic ice sheets, each of which has enough ice to
raise sea levels by 15 to 20 feet. A significant rise in sea level could
threaten hundreds of millions of people who live in coastal areas.
Predicting how much the two ice sheets will melt and what impact that will
have is extremely difficult. In its 2013 report, the IPCC concluded that
melting from the two ice sheets may cause a sea level rise of 1 to 3 feet
by the year 2100. Since then, scientists have discovered that ice loss in
the Greenland and West Antarctic ice sheets has been faster in recent
years than previously thought and that a large glacier in the East
Antarctic ice sheet is now vulnerable to melting. According to one
knowledgable observer, these recent findings “have led top climatologists
to conclude that we are likely headed toward what used to be the highend of projected global sea-level rise this century (i.e., 4 to 5 feet) and

that the worst-case scenarios where humanity fails to take aggressive
action to cut greenhouse gas emissions are considerably higher than
that.”14
More ominously, Gernot Wagner and Martin Weitzman estimate that in
the absence of significant policy change there is perhaps a one in ten
chance that the globe’s average temperature will rise by 6°C or more,
leading to “the end of the human adventure on this planet as we now
know it.”15
WHAT SHOULD WE DO?
One view, advocated most prominently by Bjorn Lomborg, holds that we
should focus on other problems where the payoff might be greater. If
we’re confident that the impact of climate change will not be catastrophic
and/or irreversible, we should weigh costs versus benefits of various
courses of action. Given that there are many other sources of death, bad
quality of life, and unhappiness, perhaps we should direct our attention to
those rather than climate change.16
Others, such as Martin Weitzman, conclude that, given the small but real
possibility of catastrophic consequences from climate change, we should
devote extraordinary effort to try to prevent it.17
Should we be willing to incur substantial cost in order to prevent an
outcome that is very bad but highly uncertain? It may help to consider
some other spheres where we have to make this kind of judgment. One is
our criminal justice system, where we want to avoid wrongly convicting an
innocent person. If a juror thinks there is reasonable doubt that the
accused is guilty, she or he must vote “not guilty,” even though this
means we will inevitably let some guilty people go free. Another is terrorist
attacks and catastrophic disease outbreaks. Although the probability of
these occurring is relatively low, we take extraordinary and costly
measures in order to prevent them.
How much will it cost us to prevent significant climate change? An
estimate by the Congressional Budget Office puts the cost of an
aggressive carbon-reduction effort at 1-3% of GDP.18 Yet not acting
might be just as costly. According to one respected estimate, by William
Nordhaus, the loss from a rise in temperature of 2.5°C would be about
2% of global GDP.19
How can we do it? First, we can reduce greenhouse gas emissions. The
United States accounts for about one-fifth of worldwide carbon emissions,
so we could help a lot even if we act alone.20 This can be done via a
carbon tax or a cap-and-trade program. Sweden and Norway have had a
carbon tax since the early 1990s, and the Canadian province of British
Columbia has had one since 2008. America used cap-and-trade programs
to successfully deal with leaded gasoline in the 1980s and acid rain
pollution in the 1990s. California began a cap-and-trade program to
reduce greenhouse gas emissions in 2013, part of a broader effort to
reduce emissions in the state to 40% below 1990 levels by 2030.21
Quebec and Ontario also have cap-and-trade programs for greenhouse
gases. To this point, however, congressional Republicans have staunchly
opposed federal government action in the form of either a carbon tax or a
cap-and-trade program.22
Even better would be an international agreement that reduces emissions
in other countries too. Efforts over the past several decades have been

discouraging, though the 2015 Paris Climate Accord offers some grounds
for optimism.23 An alternative to voluntary agreements, which are
vulnerable to free riding, is the idea of a “climate club.” According to
William Nordhaus, “Under the club rules, participating countries would
undertake harmonized but costly emissions reductions…. Countries who
are outside the club — and do not share in the burden of emissions
reductions — are penalized…. Economic modeling indicates that the most
promising penalty is uniform percentage targets on the imports of
nonparticipants into the club region. A country considering whether to
undertake costly abatement would have to weigh those costs against the
potentially larger costs of reduced trade with countries in the club.”24
How much reduction in greenhouse gas emissions do we need? Many
climate scientists believe we should aim for an increase in average
temperature of no more than 2°C. Here is a statement by one
knowledgable observer of how to achieve that: “Roughly speaking, to
have a significant chance — greater than 50% — of keeping total warming
below 2°C, we need to cut the emissions of carbon dioxide and other
major greenhouse gas pollutants by more than 50% by mid-century,
which in turn means that global greenhouse gas emissions must peak
within a decade or so and start a rapid decline. That decline must continue
through century’s end so that by 2100, the world’s total net emissions of
greenhouse gases needs to be close to zero, and preferably below zero,
especially if we delay serious action much longer. The goal is to stabilize
atmospheric concentrations of carbon dioxide below 450 parts per
million.”25
Second, we can promote clean energy alternatives, so that we’re not
simply reducing use of dirty (climate-change-accelerating) energy but
hastening its replacement. The chief recommendation here is to invest in
research on clean energy.26
A third possibility is to try to alter the earth and/or its biosphere in ways
that counteract the impact of climate change. Strategies include removing
carbon from the air and injecting large quantities of aerosols into the
stratosphere to deflect more sunlight away from the planet. In a pair of
reports issued in 2015, the US National Academy of Sciences concluded
that while such efforts are worth further exploration, “There is no
substitute for dramatic reductions in the emissions of carbon dioxide and
other greenhouse gases to mitigate the negative consequences of climate
change.”27
WHAT DO AMERICANS THINK?
As figures 8-11 show, around two-thirds of Americans believe most
scientists agree global warming is occurring, believe climate change is due
to human activities, worry a great deal or a fair amount about climate
change, and feel there should be stricter laws and regulations to protect
the environment. There is an enormous difference in these views between
Americans who identify as Democrats and those who identify as
Republicans.

FIGURE 8. Most scientists believe global warming is occurring
Estimated share of US adults. Question: “Which one of the following statements
do you think is most accurate: most scientists believe that global warming is
occurring, most scientists believe that global warming is not occurring, or most
scientists are unsure about whether global warming is occurring or not?”
“Democrat”: Democrat or lean Democrat. “Republican”: Republican or lean
Republican. Data source: Gallup, “Gallup Poll Social Series: Environment,” 2016.

FIGURE 9. Climate change is due more to human activities than to
natural changes
Estimated share of US adults. Question: “From what you have heard or read, do
you believe increases in the Earth’s temperature over the last century are due
more to the effects of pollution from human activities or to natural changes in the
environment that are not due to human activities?” “Democrat”: Democrat or lean
Democrat. “Republican”: Republican or lean Republican. Data source: Gallup,
“Gallup Poll Social Series: Environment,” 2016.

FIGURE 10. I worry about climate change a great deal or a fair amount
Estimated share of US adults. Question: “How much do you personally worry

about climate change/global warming?” Response options: a great deal, a fair
amount, only a little, not at all. “Democrat”: Democrat or lean Democrat.
“Republican”: Republican or lean Republican. Data source: Gallup, “Gallup Poll
Social Series: Environment,” 2016.

FIGURE 11. There needs to be stricter laws and regulations to protect
the environment
Estimated share of US adults. Question: “Do you agree or disagree: There needs
to be stricter laws and regulations to protect the environment.” “Democrat”:
Democrat or lean Democrat. “Republican”: Republican or lean Republican. Data
source: Pew Research Center, Question Database, American Values Survey,
q40a.

Figure 12 shows that only half of Americans believe rising temperatures
are extremely or very dangerous. Although low, this share isn’t
exceptional compared to other rich democratic nations.

FIGURE 12. A rise in the world’s temperature caused by climate change
is extremely or very dangerous
Estimated share of adults. Question: “In general, do you think that a rise in the
world’s temperature caused by climate change is extremely dangerous for the
environment, very dangerous, somewhat dangerous, not very dangerous, or not
dangerous at all?” Data source: International Social Survey Programme (ISSP),
“Environment III,” 2010, gesis.org/issp, variable 43 q14e.

SUMMARY
The hypothesis that greenhouse gas emissions are causing climate

change is compelling. The evidence in support of the hypothesis is strong,
and there is near-consensus among experts about this.
There is less agreement about how aggressive we should be in trying to
slow the process, due in part to differing views about how we should
weight the real but seemingly small possibility that the outcome will be
catastrophic.
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In the past half century, the share of American adults who are married
has declined, and so too has the share of children who grow up in intact
families. This is a problem for both groups.
For adults, having two rather than one in the household enhances
economic security and boosts the likelihood of income gains. In the past
generation median income has increased only for households and families
with two earners. For those with a single earner it has been flat.1 And the
risk that unemployment, sickness, or disability will result in significant
income decline is much greater among households with only a single adult.
As Ross Douthat and Reihan Salam point out, “For the working-class
American, who inhabits a more precarious world than the rich or the
upper-middle class, family stability is a prerequisite for financial stability.”2
It’s an even bigger problem for children. We have substantial evidence,
first marshaled by Sara McLanahan and Gary Sandefur in the mid-1990s
and steadily buttressed since then, that children who grow up with both
of their original parents tend to fare better on a range of outcomes, from
school completion and performance to crime to earnings and income to
maintaining lasting relationships. This advantage holds compared to
children whose parents never married, who married and then divorced, or
who married, divorced, and remarried.3
How much have things changed? Why has this happened? What can we
do?
FALTERING FAMILIES
The share of American children not living with both biological parents and
the share living in a single-parent household have each increased by 15 to
20 percentage points over the past half century, as figure 1 shows.

FIGURE 1. Children not living with both biological parents at age 16 and
children in single-parent households
The data points for children not living with both biological parents are decade
averages. Data sources: General Social Survey, sda.berkeley.edu, series family16;
Census Bureau, “Living Arrangements of Children,” table CH-1.

What’s behind this trend? It’s partly due to more married parents
splitting up. As figure 2 shows, the divorce rate is a good bit higher now
than half a century ago, though it has declined somewhat in recent
decades. More important is the increase in having children without being
married. Figure 3 shows that the share of kids born to unmarried parents
rose from 5% in 1960 to 40% in 2007.

FIGURE 2. Divorce
Divorces per 100 married persons. Data source for 1910-2008: Betsey Stevenson
and Justin Wolfers, “Marriage and Divorce: Changes and Their Driving Forces,”
Journal of Economic Perspectives, 2007, figure 1, using Census Bureau data.
Data source for 2008ff: American Community Survey, factfinder.census.gov, tables
B12503 and B12001.

FIGURE 3. Children born out of wedlock
Share of children born to unmarried women. Data source: National Center for
Health Statistics.

Why have out-of-wedlock births increased? It isn’t due to earlier sex or
reduced use of contraception; teen births have declined since 1970.
Instead, what’s changed is that fewer women are marrying and those who
do marry are waiting longer, as shown in figures 4 and 5.

FIGURE 4. Nonmarriage
Share of women age 40-44 never married. Data source: Census Bureau.

FIGURE 5. Age at first marriage
Median age at first marriage for women. Data source: Census Bureau.

Three shifts have combined to delay marriage and reduce its prevalence
among American women.4 The first is financial autonomy. Since the

1950s, women have become better educated, more likely to be employed,
and more likely to earn enough to live independently. Plus, government
benefits allow those with limited labor market prospects to survive without
dependence on a husband. So for many women, marriage is no longer a
financial necessity. Second, along with this change, and in part because of
it, the stigma attached to divorce, to nonmarital cohabitation, and to outof-wedlock childbearing has dissipated. Third, women’s expectations of
partnership and fulfillment have increased. Women are now much less
likely to marry, or stay married to, a man who isn’t a good partner.
If marriage were being replaced by long-term cohabitation, we might have
little reason for worry. In principle, cohabitation can confer the same
advantages as marriage. Look at Sweden. Relatively few Swedish children
have parents who are married, but many nevertheless live with both of
their biological parents throughout childhood. In effect, cohabitation is a
substitute for marriage. The United States is different. More Americans
are cohabiting, but most split up. As of the early 1990s (the most recent
data I’m aware of), a Swedish child born to cohabiting parents had about
a 60% chance that her parents would still be together fifteen years later.
Her American counterpart had about a 20% chance.5
THE CLASS DIVIDE
The decline of marriage and of both-biological-parent child rearing in
America is much more pronounced among those with less education, as
figures 6, 7, and 8 show. These are the children and adults already facing
the most difficulty because of low income.

FIGURE 6. Nonmarriage by education
Share of persons aged 30 to 60 who aren’t married. “HS” = high school. Data
source: General Social Survey, sda.berkeley.edu, series marital, educ.

FIGURE 7. Out-of-wedlock births by education
Share of children born to never-married women aged 15-44. “HS” = high school.
Data source: Elizabeth Marquardt, David Blankenhorn, Robert I. Lerman, Linda
Malone-Colón, and W. Bradford Wilcox, “The President’s Marriage Agenda for the
Forgotten Sixty Percent,” The State of Our Unions, National Marriage Project and
Institute for American Values, 2012, using data from the National Surveys of Family
Growth.

FIGURE 8. Children not living with both biological parents at age 16 by
mother’s education
“HS” = high school. Data source: General Social Survey, sda.berkeley.edu, series
family16, maeduc.

Better-educated women now place considerable emphasis on a career, so
they delay not only marriage but also childbearing, as figure 9 shows. This
gives them time to get established and to find the right partner. As a
result, among Americans with a college degree or better the decline in
family is minimal. They are less likely to marry or stay married than their
counterparts of half a century ago, and they are less likely, whether
married or not, to remain together throughout their kids’ childhood. But
these changes have been minor.

FIGURE 9. Age at first birth by education
Average age at first birth for women. “HS” = high school. The vertical axis does not
begin at zero. Data source: Kay Hymowitz, Jason S. Carroll, W. Bradford Wilcox,
and Kellen Kaye, “Knot Yet: The Benefits and Costs of Delayed Marriage in
America,” 2013, figure 2, using data from the National Vital Statistics Birth
Datafiles.

Among less-educated women, in contrast, age at first childbirth hasn’t
increased much. Because this gives them less time to mature personally
and to find a partner with whom they are compatible, because the financial

prospects of their partners tend to be weaker, because their partners
more often have a preference for traditional gender roles, and because
the presence of a child can heighten financial and interpersonal tensions,
women with less education are less likely than their better-educated
counterparts to stay with their child’s biological father. For these reasons,
the decline in marriage, in happiness among those who are married, in
sustained cohabitation, and in both-biological-parent child rearing is much
sharper among the less educated.6
THE FUTURE OF FAMILIES
Will the traditional family unit — two adults in a longstanding relationship,
with one or more children — survive? Could it thrive?
Scenario 1: continued family decline
One possible scenario is continuation of the pattern of family decline that
we’ve experienced in the past half century. The most relevant indicator is
the share of children who grow up with both of their original parents. As
figure 1 (above) shows, that fell from 75% in the 1960s to 55% in the
2000s.
If we turn to figure 8 (above), we see that the rise in the share of children
who don’t grow up with both original parents has occurred mainly among
those with less than a four-year college degree. Among the collegeeducated, this trend all but stopped after the 1970s. A variant of the
decline scenario is continuation of this pattern — family decline among the
less-educated coupled with stasis among those who have more education.
Then again, we may have reached the end of the long decline of families.
The divorce rate peaked in 1980 and has fallen since, and the share of
children born out of wedlock has been flat since 2007 (figures 2 and 3).
As a result, the share of children who grow up without both biological
parents and the share living with one parent have been flat over the past
decade (figure 1).
Scenario 2: family revitalization
A second possibility is a revival of the family. How might this come about?
What institutions and policies could facilitate it?
In the previous heyday of the stable family, the middle of the twentieth
century, its most common form consisted of an employed male and a
homemaker female, with an authority structure favoring the husband.
This norm will no longer work for very many couples. Family revitalization
hinges on shifting to institutions and policies that conform to the new
reality of women’s equal (or superior) educational attainment, desire for
employment, and expectation of sharing in housework and childcare.7
Figure 10 shows that among the world’s rich longstanding-democratic
nations, some do quite well at ensuring that most children grow up in a
two-parent home. However, a number of those countries — Italy, Spain,
Portugal, Germany, Austria, and Japan — have accomplished this by
holding onto the old male-breadwinner norm. The cost, as indicated by
these countries’ position on the graph’s vertical axis, has been a very low
fertility rate. Women in these countries have been less willing to have
children.8 The United States is at the other end of the spectrum.
Americans continue to have plenty of kids, but too many grow up without
both parents.

FIGURE 10. Fertility rate by share of children in two-parent families
Data are for the mid-2000s. Data source: OECD.

Most of the countries that have succeeded in achieving both family
stability and reasonably high fertility — including France, Sweden,
Denmark, Finland, and the Netherlands — are ones in which family norms
have shifted in the direction of equality and sharing and in which
supportive public policies such as childcare and paid parental leave have
been implemented.9
What does this imply for the United States? What, specifically, could move
us toward the family revitalization scenario?
In one view, the key to revitalizing family is to revitalize marriage.10 While
this may be a worthwhile aim, existing evidence suggests that the impact
of proposed efforts is likely to be small.11
Some recommend restructuring government taxes and benefits to more
strongly favor marriage, with a special focus on rewarding marriage
among couples with low incomes. But improving the financial incentive for
marriage was a key aim of the mid-1990s welfare reform, and it hasn’t
worked. In fact, AFDC-TANF benefit levels have been falling steadily since
the 1970s, with no perceptible effect on the decline of marriage among
less-educated Americans.12
Another option is intensive marital counseling sessions and support
services for vulnerable couples. The best evidence here comes from the
Healthy Marriages Initiative, which ran from 2005 to 2010. A thorough
review of the program found no noteworthy beneficial impact.13
A third marriage revitalization idea is an advertising and messaging
campaign aimed at shifting the culture, perhaps coupled with enhanced
dissemination of information. Similar campaigns helped reduce smoking
and teen births. However, marriage is different. We have strong evidence
that smoking and teen parenthood are bad for the decision maker. The
evidence is less overwhelming that avoiding or exiting marriage is bad for
the person doing so. It tends to be bad for children, but it may or may
not be bad for the adults. Also, smoking is an activity, whereas marriage
is a relationship. A partner or spouse who treats you poorly or cheats on
you may be less tolerable than a daily routine without cigarettes.
Focusing on marriage, however well-intentioned, may be misplaced.14
Getting more low-income couples in their teens or early twenties who find
themselves pregnant to decide to marry is unlikely to produce many
lasting relationships. The shotgun wedding approach worked half a

century ago because marriage was a financial necessity for many women
and because women tended to have limited expectation of emotional
fulfillment or shared decision making in a relationship. This has changed.15
If more couples in that position were to get married these days, there’s a
good chance many of them would end up divorced.
An alternative approach to family renewal is to try to get more women
with limited education to delay childbirth until their mid-to-late twenties,
when they are in a better position financially and have had time to find a
desirable partner.16 One way to achieve that is via increased educational
attainment. At the moment, many women with little education view their
prospects in work as so dim that they are eager to move quickly to what
they perceive as the other key source of fulfillment in life: having a child.17
More schooling will improve their opportunity for a decent-paying, fulfilling
job and thereby heighten the influence of employment in their calculations
about when to have a child.
Greater availability of stable jobs along with higher wages would also help,
particularly if supplemented by a more generous Earned Income Tax
Credit for those without children. This too would enhance the
attractiveness of employment for women with limited education, and it
would make more less-educated men attractive as long-term partners or
husbands.18
Another strategy for delaying childbirth is more direct. We could achieve
some reduction in the incidence of unplanned pregnancy via greater use of
long-acting, reversible contraceptives (LARCs) such as intrauterine
devices (IUDs) and implants. As Isabel Sawhill explains, these types of
contraceptives “change the default from getting pregnant (if you do little
or nothing to prevent it) to not getting pregnant until you take deliberate
steps to to do so. The beauty of LARCs is that they do not depend on
someone making a rational decision in an irrational state. They do not
require remembering to take a pill or to get a prescription refilled. They
are forgiving of well-documented human frailties (like a desire for sex). As
a result, LARCs have been found, in practice, to be about forty times
more effective than condoms and twenty times more effective than the pill
at reducing the incidence of unplanned pregnancies.”19
Is there reason to hope that any of this would work? One encouraging
trend is the decline in teen births in recent decades, shown in figure 11.
We don’t know exactly why this has happened, but it suggests that
progress is possible.20

FIGURE 11. Teen births
Births per 1,000 women age 15-19. Data source: National Center for Health
Statistics.

Finally, convincing a larger share of less-educated Americans to embrace
gender-egalitarian values might help.21 Women are already moving in this
direction, so many less-educated men may have little choice if they wish
to have a long-term family. Gender-egalitarian values may have an
additional advantage in promoting lasting relationships. Partnerships
based on traditional gender roles can work, of course, but the
expectations about contributions are fairly rigid, so there’s greater chance
the harmony will be disrupted if, say, the man struggles in the labor
market or the woman decides she wants a career. A partnership based on
gender-egalitarian expectations is likely to be more flexible — and hence
better suited to adapt to the many unexpected changes and challenges
life throws at us.
Scenario 3: substitutes for family
If we don’t succeed in revitalizing family, that doesn’t necessarily mean
half of America’s kids are doomed. For one thing, it’s conceivable that
other stable units, such as extended groups of adults, might replace the
traditional family and do a decent job at ensuring income stability for
adults and intellectual and social development for children.
Or public policy might take on some of the functions we used to rely on
families to carry out. High-quality affordable early education — childcare
and preschool — is likely to be especially helpful for families with a single
adult or limited labor market capability. Early education allows parents to
be employed and very likely helps to reduce gaps in the skills and
capabilities of children from different family backgrounds.22
An alternative to early education is a cash grant or tax benefit that would
allow a family to either pay for good-quality childcare and preschool or
keep one parent at home.23 This is what Finland and Norway do. Since
2008, some municipalities in Sweden also have offered a small home-care
allowance. This approach offers parents more choice, but it has two
drawbacks. First, it leads mothers to stay out of the labor market longer,
which hurts their long-run employment, promotion, and earnings
prospects, a problem that could be particularly pronounced in the
American context.24 Based on an in-depth study of 160 women with
limited education, Kathryn Edin and Maria Kefalas conclude that, because
they see their labor market prospects as poor, these women view children
as the key source of meaning and fulfillment in their lives.25 Offering a
subsidy for staying home might further weaken this group’s labor market
attachment.26 Second, for children in less advantaged households, low
income tends to be just one of multiple barriers to opportunity. For these
children, early education is likely to be more helpful than added household
income in boosting capabilities.27
SUMMARY
Families play a vital role in ensuring economic security, raising living
standards, and enhancing opportunity. Yet the American family has
weakened considerably, mainly among those with less education. Gone are
the days when a couple who gets pregnant and has a child in their late
teens or early twenties stays together through thick and thin.
Expectations of satisfaction from a partnership are higher, the stigma
attached to out-of-wedlock birth and divorce has faded, and economic
necessity no longer exerts the same influence. Women with college
degrees are delaying children until they find a partner with whom they
have a decent shot at long-term harmony and happiness. When they

have kids, they are now only a little less likely to stay together than their
grandparents were. In contrast, many women with less education still get
pregnant and have a child before their mid-twenties. Whether they marry
the father or not, the relationship seldom lasts. Many of these children do
not grow up in a household with both of their original parents.
The keys to altering this trend, and thereby facilitating a revitalization of
families, appear to be increases in women’s education, better financial
prospects for those at the low end of the labor market, affordable goodquality childcare, and greater spread of gender-egalitarian values.
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Economic freedom is the ability of people to engage in economic pursuits
— producing, selling, and buying goods, services, and labor — as they
choose. What is the role of economic freedom in a good society? How do
we measure it? What is the relationship between economic freedom and
economic affluence? Is a big government compatible with economic
freedom?
THE ROLE OF ECONOMIC FREEDOM IN A GOOD
SOCIETY
Economic liberty often is promoted as a means to other valuable ends.
Milton Friedman, one of economic liberty’s most forceful advocates,
argued that it is key to economic growth, rising living standards, and
political liberty.1
Others rest the case for economic liberty on its intrinsic value. Amartya
Sen, for instance, argues that the ability to pursue economic choices is
one of the most important elements of human capability. We should value
it as an end in itself, rather than solely or mainly as a means to other
ends.2
Is individual liberty paramount? Few people think it should trump all other
considerations. Virtually everyone supports government paternalism in
the form of property protection, traffic lights, and food safety regulations,
to mention just a few examples. And many people support public social
programs. Once basic needs are met, people tend to want more security,
greater opportunity, and enhanced fairness. They are willing to allocate
some of their present and future income to guarantee these things, and
they are willing to allow government to take on that task. Government
social programs thus tend to expand in size and scope as nations grow
richer.3
MEASURING ECONOMIC FREEDOM
The Heritage Foundation and the Wall Street Journal have created an
economic freedom index that identifies ten dimensions of economic
freedom, which can be grouped into three categories.4
Good government
Secure property rights. Individuals are permitted to buy and sell
property, and to profit from doing so. Privately-owned property is

protected by law from theft and expropriation. Voluntary contracts
are enforced. And some types of innovations are protected by
copyright or patents.
Low corruption. Bribery, extortion, nepotism, cronyism, patronage,
embezzlement, graft, and other types of corruption impede pursuit
of economic activity and exchange. Transparency, an effective legal
regime, and strong norms help to limit corruption.
Stable currency and market-determined prices (“monetary
freedom”). High inflation reduces economic actors’ ability to plan for
the future. Government wage or price controls interfere with the
freedom of firms and workers to buy and sell as they choose.
Light regulation of economic activity5
Ability to establish and run an enterprise (“business freedom”).
Regulations (licensing requirements, safety rules, and others),
subsidies to existing firms, and implicit guarantees of government
bailout can impede the creation of new firms and the freedom of
firms to operate as they choose.
Ability to hire and fire employees and determine work hours and
work conditions (“labor freedom”). Here impediments include rules
governing hiring and work hours and restrictions on firing and
working conditions. These restrictions may come from government or
from collective bargaining with unions.
Ability to import and export (“trade freedom”). The freedom to buy
and sell should apply not only to goods and services produced
domestically but also to those from abroad. Tariffs, quotas, and
other restrictions impede this capability.
Investment freedom. Governments and other economic actors
sometimes place restrictions on the movement of capital. Some limits
are needed to protect consumers and safeguard the financial system,
but extensive restrictions impinge on the liberty of investors and of
potential recipients of investment.
Financial freedom. Equity markets and other financial markets
require some regulation, particularly to ensure transparency and,
again, to safeguard the stability and continuation of the financial
system and the broader economy. But excessive intervention
unnecessarily reduces choice.
Low taxes and government spending
Low taxes (“fiscal freedom”). Taxes reduce individuals’ and firms’
ability to use their income and wealth as they choose.
Low government spending. Government expenditures on goods,
services, and transfers can crowd out opportunities for private
enterprise.
NEGATIVE AND POSITIVE LIBERTY
Isaiah Berlin, in his essay “Two Concepts of Liberty,” famously
distinguished between negative freedom and positive freedom.6 Negative
freedom refers to the absence of restrictions on choice. Positive freedom
refers to people’s capability to choose and act. Securing positive economic
freedom may require reduction of negative freedom. For instance,
establishment and enforcement of property rights reduces negative
economic liberty. But that reduction is more than offset by the fact that
property rights expand people’s capability to produce, buy, and sell. The
same is true of bankruptcy laws, patent protection, public schooling,
provision of infrastructure, and many other institutions.

There is no universal law that can tell us whether a particular institution or
government policy will contract or expand economic freedom overall. We
have to weigh the evidence on a case-by-case basis.
AFFLUENCE AND ECONOMIC FREEDOM
Economic freedom and economic affluence tend to go hand in hand, as
freedom is likely to be conducive to economic growth and affluence is likely
to promote greater economic freedom. Figure 1 shows per capita gross
domestic product (GDP) and overall economic freedom as of 2016 in the
177 countries for which data are available. The positive correlation
between the two is clear.

FIGURE 1. GDP per capita and economic freedom
The data points are 177 countries. Economic freedom is the average score for ten
items. The data are for 2016. GDP per capita is in purchasing-power-parityadjusted dollars. The data are for 2015. The line is a loess curve. Data source:
Heritage Foundation, heritage.org/index.

At the same time, it’s unlikely that the correlation is linear. For instance,
economic affluence might boost economic freedom only once a certain
threshold of affluence (GDP per capita) has been reached. Similarly,
increases in economic freedom might not do much to boost economic
growth until a country reaches a particular freedom threshold.7
It’s also possible that there is little impact once countries have reached a
high level of affluence and/or freedom. Of particular interest here is the
question of whether differences in freedom matter for economic growth in
rich nations. Figure 2, which shows growth of GDP per capita over the
period 1979 to 2007 by economic freedom, suggests no effect across 21
affluent democracies.

FIGURE 2. Economic growth by economic freedom

Economic freedom is the average score for ten items, averaged over the years
1995 (the earliest available) to 2007. Data source: Heritage Foundation,
heritage.org/index. GDP per capita: gross domestic product per person, adjusted
for inflation and converted to US dollars using purchasing power parities. “k” =
thousand. Change is 2007 value minus 1979 value. This is absolute change, not
percentage change, but it is very similar to percentage change in GDP per capita
adjusted for catch-up. Data source: OECD, stats.oecd.org. The line is a linear
regression line, calculated with Ireland and Norway excluded. “Asl” is Australia;
“Aus” is Austria.

GOVERNMENT AND ECONOMIC FREEDOM IN RICH
NATIONS
We might expect that in the world’s rich countries the three types of
economic freedom would go together. But perhaps not. Affluent nations
surely are more likely to have good government, but they may also tend
to have high taxes and government spending, since as people get richer
they tend to be willing to pay more for insurance and fairness.
Furthermore, public insurance and regulation may be alternative routes to
goals such as economic security and fairness; countries might opt for one
or the other, rather than both.
Figure 3 shows country scores for good government on the horizontal
axis and for light regulation on the vertical axis. Here we see a positive
correlation. Rich countries with good government tend to use a
comparatively light regulatory touch (upper-right corner), whereas those
that do less well at securing the preconditions for economic freedom tend
to regulate more heavily (lower-left corner).

FIGURE 3. Two dimensions of economic freedom: good government and
light regulation of economic activity
The data are for 2016. Good government is the average score for three items:
property rights, freedom from corruption, and monetary freedom. Light regulation is
the average score for five items: business freedom, labor freedom, trade freedom,
investment freedom, and financial freedom. Each item is scored from 0 to 100.
Data source: Heritage Foundation, heritage.org/index. “Asl” is Australia; “Aus” is
Austria.

Figure 4 has good government on the horizontal axis with low taxes and
government spending on the vertical. Here we observe no correlation.
Some countries with good government also have low taxes and public
expenditures — Switzerland, Australia, and Canada, for example. But
other good-government nations, such as Denmark, Sweden, and Finland,
have high taxes and spending.

FIGURE 4. Two dimensions of economic freedom: good government and
low taxes and government spending
The data are for 2016. Good government is the average score for three items:
property rights, freedom from corruption, and monetary freedom. Low taxes and
government is an average of the scores for these two items. Each item is scored
from 0 to 100. Data source: Heritage Foundation, heritage.org/index. “Asl” is
Australia; “Aus” is Austria.

Figure 5 has light regulation on the horizontal axis and low taxes and
spending on the vertical. Once again we see no correlation. Australia,
Canada, and Switzerland are emblematic of a consistently high-liberty
approach; they have modest regulation of economic activity and low taxes
and government expenditures. But Denmark, and to a lesser extent
Sweden, Belgium, the Netherlands, and a few others, feature light
regulation coupled with heavy taxation and high public spending.

FIGURE 5. Two dimensions of economic freedom: light regulation of
economic activity and low taxes and government spending
The data are for 2016. Light regulation is the average score for five items:
business freedom, labor freedom, trade freedom, investment freedom, and
financial freedom. Low taxes and government spending is an average of the
scores for these two items. Each item is scored from 0 to 100. Data source:
Heritage Foundation, heritage.org/index. “Asl” is Australia; “Aus” is Austria.

Denmark, in the lower-right corner of figure 5, is a particularly striking
case. It has the least regulation among the 21 countries and the highest
taxes and public spending. In this approach, sometimes referred to as
“flexicurity,” government takes money from citizens and spends it to
enhance economic security, opportunity, and fairness. In doing so, it
reduces the freedom of individuals and firms to use their income as they
please.8 Government also sets basic standards for worker and consumer
protections, but for the most part it doesn’t tell economic actors how to
meet those standards. The aim is to maximize individuals’ opportunities

and to provide security for those who fail while impinging as little as
possible on competition and flexibility. Economic freedom is abridged in
one important respect, but is kept at a high level in another.
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Should we legalize marijuana? Actually, prohibition and legalization aren’t
the only policy options. There are, broadly speaking, five:
Prohibition: production, sale, possession, and use of marijuana are
illegal and subject to criminal penalty (imprisonment).
Decriminalization: possession and use of small amounts of
marijuana are either permitted or subject to a civil penalty (a fine)
rather than a criminal one.
Medical marijuana: sale and use of small amounts of marijuana is
allowed for medical purposes when authorized by a licensed medical
practitioner.
Legalization of small amounts: no penalty for production, sale,
possession, or use of small quantities for recreational purposes.
Full legalization: production, sale, possession, and use are permitted
with no limit on quantity (similar to how we treat alcohol).
Each of these approaches has multiple variants. And alongside whichever
we choose, there are additional things that can be done, including
taxation, education, and treatment.
Marijuana, opium, and heroin were widely used in the United States in the
late 1800s and early 1900s. After World War I, the climate of public
opinion toward drugs and alcohol changed considerably and many were
outlawed. Even as late as 1930, however, only 16 states had laws
banning marijuana use. In 1930 the Federal Bureau of Narcotics (FBN)
was established as an agency to enforce drug laws. FBN officials began
looking for ways to increase the agency’s visibility and importance, and so
the agency launched a media campaign to convince the public that
marijuana use was dangerous. The campaign was successful, and in 1937
Congress passed a law making marijuana illegal.
Our current policy is a complex hodgepodge. Under federal government
law, production, sale, possession, and use of marijuana are illegal and
subject to criminal penalty. In some states, that’s true of state law as
well. But as figure 1 shows, there are a number of exceptions. In some
states, decriminalization is the law: possession and use of small amounts
of marijuana is either legal or subject to civil penalty (fine) rather than
criminal penalty. In some others, decriminalization is the de facto policy
approach, in that the penalty imposed for possession of small amounts
tends to be lenient. In some states, production, sale, possession, and
use of small amounts for authorized medical purposes is legal. Some
states have both decriminalization and legal medical marijuana. Finally, in 8

states plus Washington, DC, production, sale, possession, and use of
small amounts for recreational purposes is legal.

FIGURE 1. State marijuana laws
White: prohibition. Light gray: decriminalization and/or legal medical marijuana.
Dark gray: legal production, sale, possession, and use of small amounts for
recreational purposes. Data source: “Legality of Cannabis by U.S. Jurisdiction,”
Wikipedia.

What’s the best policy? Debate focuses on seven issues: freedom,
pleasure, medical benefit, wasted lives, crime, the cost to taxpayers, and
confidence in government. Let’s consider these in turn.
FREEDOM
On one view, the government has no business preventing people from
harming themselves. It should only prevent us from harming others.
Production, sale, and use of narcotics therefore should be allowed. Laws
should punish actions that endanger or harm others, such as driving while
intoxicated.
Others feel this conception of freedom is too limited. Some restrictions on
our behavior, such as seat belt requirements and mandated vaccinations,
limit our freedom in one way but expand it overall. By keeping us safe and
healthy, they allow us to enjoy other freedoms.1
PLEASURE
Like alcohol and other intoxicating substances, marijuana is pleasurable to
some people. It may also enhance enjoyment of social interaction, food,
music, humor, and sex. When marijuana is prohibited, some people are
denied access to this pleasure. And for those who use marijuana despite
the prohibition, fear of the consequences of getting caught will tend to
reduce the pleasure.
The pleasure criterion favors legalization or decriminalization over
prohibition, but it doesn’t necessary favor legalization over
decriminalization, since for most users all that’s needed is the ability to
purchase, possess, and use small quantities.
MEDICAL BENEFIT
Most Americans support medical marijuana. A 2014 CNN poll found 88%
agreeing that “adults should be allowed to legally use marijuana for

medical purposes if their doctor prescribes it.”2
Does marijuana have medical value? According to Tracy Caulkins and
colleagues, “Proponents point to marijuana as having therapeutic value in
treating a range of symptoms; among the most common are appetite
loss, nausea, chronic pain, anxiety, sleeping disorders, muscle spasms,
and intraocular pressure. A (relatively small) number of controlled studies
show marijuana or cannabis-based medicines relieve some of these
symptoms. Opponents counter that other approved therapies for these
conditions exist and are as effective, or more effective, than marijuana.”3
WASTED AND SHORTENED LIVES
Drug use and abuse can wreck careers, relationships, families. And it can
kill.
Currently, about 40% of Americans try marijuana at some point in their
life. About 10% are semi-regular or regular users. About 2% are
marijuana dependents or abusers.4 How much would use and abuse of
marijuana and other drugs increase if we change our policy?
Drug prohibition reduces drug use by increasing the monetary price of the
drug and by increasing the fear of getting sent to prison. But there are
likely to be diminishing returns to prohibition; beyond a certain point,
increasing the intensity of enforcement and/or punishment will reduce use
only a little.
Our experience and that of other countries suggests that, compared to
prohibition, decriminalization might not increase marijuana use by very
much.5 The Netherlands legalized sale and consumption in “coffee shops”
in 1976. Access remained limited and production remained illegal, so prices
did not drop. Use roughly doubled. Portugal decriminalized possession of
marijuana in 2001, though production and sale remained illegal; marijuana
use and abuse have not increased. In the United States, the number of
people incarcerated for drug-law violations increased tenfold between
1980 and 2010, but drug prices actually declined and drug use decreased
little if at all. The US has been much more aggressive than other rich
countries in arresting and jailing users, but patterns of marijuana use
over the past generation — rise in the 1970s, decline in the 1980s, rise in
the 1990s, decline in the 2000s — seem to have been similar in most
countries. Some states in Australia have decriminalized, whereas other
haven’t; patterns of marijuana use are similar across these states. In the
US, 12 states have decriminalized, while the other 38 haven’t; patterns of
marijuana use are similar across these states.
What about the effects of legalization? Until very recently, no modern
country has done this, so we have virtually no evidence to draw upon. At
the moment, all we can do is speculate.6 As figures 2 and 3 show, casual
use and problem use are far greater for our two legal drugs — alcohol and
tobacco — than for marijuana or any other type of illegal drug. One
estimate suggests that legalization would likely result in a price drop of
70-90%, and that this might increase use approximately threefold.7
Another projects a doubling or tripling to be the most reasonable guess.8
How much would it increase heavy use? We don’t know.

FIGURE 2. Substance use in the past month
Share of Americans aged 12 and older. The “other illegal drugs” are
psychotherapeutics (nonprescription), cocaine, hallucinogens, inhalants, and
heroin. Data source: Substance Abuse and Mental Health Services Administration,
Results from the 2013 National Survey on Drug Use and Health: Summary of
National Findings, NSDUH Series H-48, 2014, tables 7.3b, 7.29b.

FIGURE 3. Substance dependence or abuse in the past year
Share of Americans aged 12 and older. The “other illegal drugs” are
psychotherapeutics (nonprescription), cocaine, hallucinogens, inhalants, and
heroin. Data source: Substance Abuse and Mental Health Services Administration,
Results from the 2013 National Survey on Drug Use and Health: Summary of
National Findings, NSDUH Series H-48, 2014, table 7.40b.

Is marijuana a “gateway” drug? Would its increased use also increase use
of more dangerous drugs? There is a plausible causal link — enhanced
desire to try other mind-altering substances and belief that they don’t do
much harm, and enhanced connections with others who use and/or
supply illegal drugs (the Netherlands’ coffee shop approach aims to
reduce these supply connections). And people who smoke marijuana are
much more likely to use and abuse harder drugs. But this correlation
might not be causal: people may use both marijuana and other drugs
because of some other factor, and perhaps they try marijuana first
because it’s cheaper and more readily available. Only about 10% of people
who use marijuana go on to have a substance abuse problem.9 So is
marijuana a gateway drug? Very likely yes, but the effect seems to be
pretty small.
Would increased marijuana use lead to more injuries and deaths due to
intoxicated driving? We don’t know. Drivers who test positive for
marijuana are much less likely to have been involved in a car crash than
those who test positive for alcohol, but this may simply be a consequence

of the fact that the roadside marijuana test catches not only recent use
but use over the prior several days or even weeks, so many of those
testing positive may not actually have been stoned at the time they were
tested.10 Perhaps more relevant is the fact that car crashes did not
increase in the first year of legalized marijuana in Colorado.11
Angela Hawkin argues that there is an effective way to address the worry
about a rise in intoxicated driving:
“Although DUI/DWI programs have a poor record of managing repeat
violators, new programs show great promise, notably South Dakota’s
24/7 Sobriety program for drunk drivers. As the name implies, the
program requires that chronic DWI offenders remain sober all the time,
rather than allowing them to drink but forbidding them to drive drunk.
Offenders must present themselves twice daily to the sheriff’s office and
submit to a breath-alcohol test; anyone who tests positive is immediately
jailed. For such a simple program, it has produced impressive results.
Participants show up, sober, for more than 99 percent of their scheduled
tests, and DUI recidivism has plunged…. It is easier to monitor
compliance with abstinence from marijuana than from alcohol as
marijuana has a much longer window of detection. Monitoring abstinence
for repeat marijuana-DUI offenders would be logistically much simpler;
weekly rather than twice-daily testing would suffice.”

A final consideration sometimes raised is that a legal drug can be
regulated to ensure quality and safety. No one dies anymore from
poisoned alcohol. However, this isn’t a significant problem with marijuana,
so the point isn’t especially relevant.
Currently, illegal drugs are estimated to kill about 25,000 Americans each
year. Alcohol kills about 100,000.12 To put this in perspective, about
600,000 Americans are killed by heart disease each year, 580,000 by
cancer, 120,000 by accidents. Around 35,000 die from suicide. About
15,000 are murdered, 11,000 with a gun. Decriminalization of marijuana
probably wouldn’t increase deaths by very much. But would legalization?
How many deaths would be too many?
CRIME
Legalization of use and/or selling and/or production obviously would
reduce crime in the sense that it would make currently-illegal activities
legal. But the main interest here is what the impact would be on violent
crime.
There could be a large effect on violent crime in Mexico and other
marijuana-producing countries: killings by drug cartels might decline
significantly if marijuana prices in the US drop and production here is
legalized. What about violent crime here in America?
Revenues from sales of illegal drugs are about $60 billion a year.13 By
reducing the price, legalization would reduce the profit from dealing. It
thus would reduce the incentive for dealers to kill each other. But dealingrelated violence in the United States comes mainly from harder drugs —
cocaine and crack, meth, heroin — rather than marijuana, so changing
marijuana policy might not reduce violent crime.14
If legalization increases drug use, that might cause more crime. Drugs
impair judgment. Nearly half of all violent crime is committed by people
under the influence of alcohol.15 And addicts commit crime to finance their

habits, though this applies more to hard drugs than to marijuana.
What does the evidence say? Would marijuana legalization reduce violent
crime? Do we need legalization in order to reduce violent crime?16
Conventional wisdom holds that prohibition of alcohol from 1919 to 1933
increased violent crime. That’s true in one respect: bootleggers began to
kill one another in order to secure their turf. Yet violent crime and
homicide from drunkenness decreased. Overall, the data suggest little or
no change in violent crime during or after Prohibition. Most other
industrialized countries have relatively tough antidrug laws like we do, yet
drug-connected violence and homicide are far more common here in the
United States. That’s not what we would expect if drug prohibition is a
major cause of violent crime. In New York City from 1990 to 2010, violent
crime decreased by 80%. This happened despite no change in drug policy
or in drug use.
COST TO TAXPAYERS
Prohibition has significant financial costs, which should be considered in
weighing policy options.17
Each year 500,000 to 750,000 Americans are arrested for possession of
small amounts of marijuana. This requires lots of police and
administrators. About 40,000 are in prison or jail for marijuana-related
crimes, with each inmate costing about $30,000 per year. All told,
legalization might, according to one estimate, save about $8 billion a year
in enforcement and imprisonment costs.18 Others suggest that figure is
too high.19
A tax on legalized marijuana might raise about $6 billion a year.20
Suppose marijuana legalization could save about $15 billion a year. While
that’s only 0.1% of our GDP, it could, presumably, do a lot of good if
directed toward treatment and prevention.
CONFIDENCE IN GOVERNMENT
Ineffective policies can undermine the public’s confidence in government.21
For this reason, if government can’t effectively prohibit drug use, some
feel it’s better not to try.
WHAT DO AMERICANS THINK?
Most Americans prefer decriminalization to prohibition. In 2014, 76%
responded “no” to a Pew Research Center poll question asking “Do think
people convicted of possessing small amounts of marijuana should serve
time in jail?”22
What about legalization? As figure 4 shows, a generation ago only a
quarter of Americans were in favor. Since 1990 that share has steadily
increased. Today 60% say they are in favor. Note, though, that while the
survey question is about legalization, some or many respondents may
have in mind decriminalization rather than true legalization. A 2016 survey
found that only 20% favor legal marijuana use with no restrictions on the
amount and no medical authorization.23 Also, the question asks only
about use, not about production or sale.

FIGURE 4. Marijuana use should be legal
Estimated share of American adults who think use of marijuana should be legal.
GSS question: “Do you think the use of marijuana should be made legal or not?”
Response options: legal, illegal. Data source: General Social Survey, SDA Archive,
series grass. Gallup question: “Do you think the use of marijuana should be made
legal, or not?” Response options: yes legal, no illegal, no opinion. The chart
shows the share responding yes legal, with no opinion responses excluded. Data
source: Art Swift, “Support for Legal Marijuana Use Up to 60% in U.S.,” Gallup,
2016.

SUMMARY
Prohibition of marijuana reduces drug use and abuse, but it constricts
freedom, it has significant financial costs, and it may weaken confidence in
government. The evidence on decriminalization in other rich countries and
in some US states suggests that it would increase freedom and lower
enforcement and prison expenses without causing much of an increase in
drug use and abuse. Full legalization, akin to our approach to alcohol,
would be unprecedented in the modern world. It would enhance freedom,
but it might significantly increase the share of Americans who are heavy
users (currently 2-4%) and it probably would be of little help in reducing
violent crime. We’ll have more evidence soon, as eight US states have
opted for legalization, though only of small amounts.
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Public social programs have existed in their present form for only a
century or so, yet they are among the core institutions of modern
society.1 What are these programs? What do they do? How have they
developed and changed over time? What similarities and differences do we
observe across the world’s rich longstanding-democratic countries?
WHAT DO GOVERNMENT SOCIAL PROGRAMS DO?
It’s only a slight exaggeration to say that government in the world’s
affluent nations is essentially an insurance company with an army.2 Public
social programs are, for the most part, insurance programs, and they are
much of what modern governments do.3
Risk is pervasive in life. Prominent sources include loss of a job, accident,
illness, old age, disability, family problems, neighborhood dysfunction,
discrimination, and low wages, among others.4 Ideally, we want to
minimize the incidence of risk events and minimize the impact when we fall
victim to one.
As individuals, we try to steer clear of risk events, and we attempt to
insure ourselves against potential harm or loss in case we do get hit by
one. We save money, for example, in case we lose our job or outlive our
working years. Families are another risk-alleviation mechanism: binding
ourselves in long-term family partnerships (marriage) helps to spread
childcare duties and safeguard against financial difficulty. Voluntary
organizations — community groups, charities, and more — provide food,
housing, and other types of assistance to people in need. Markets and
firms are another source of risk mitigation: they enable us to purchase
health insurance in case we need expensive medical care, auto insurance
in case we get in an accident, and homeowners insurance in case our
house is robbed, damaged, or destroyed.
Some types of risk are most effectively and/or efficiently addressed via a
government program. Consider income in old age. Many individuals don’t
save enough on their own, because they don’t feel they can afford to
given their current incomes, because the consequences are far in the
future, and because they have no clue how long they’ll live. Others may
save enough but make poor investment choices. Employers can provide a
pension to their workers, but some people have irregular paid work or are
self-employed or work for a small firm that doesn’t offer a pension.
Families can help by adding an additional earner, but not everyone gets or
stays married, and couples face the same uncertainty and resource

constraints as individuals. People could form voluntary savings clubs to
provide encouragement and advice about saving and investing, but in
practice few do. Charities and community groups may help to support
retirees who have inadequate income, but historically they have proved
inadequate to the task. Their efforts can be immensely helpful, but their
limited size and scope means they can’t cover everyone who needs
assistance. A solution is to create a government pension program that
collects money from firms, workers, and/or taxpayers and distributes the
revenue to retirees. Program details vary, but the basic idea is simple and
quite effective.
A similar logic applies to some other risks. Unemployment compensation
insures against the risk of losing your job. Disability payment programs
insure against the risk of suffering a physical, mental, or psychological
condition that renders you unable to earn a living. Other public services
and benefits also are insurance programs, even if we don’t usually think of
them as such. Public schools insure against the risk that private schools
are unavailable, too expensive, or poor in quality. Special education
services insure against the risk of having a disability that inhibits
participation in school. Retraining and job placement programs insure
against the risk that market conditions make it difficult to find
employment. The Earned Income Tax Credit (EITC) insures against the
risk that your job pays less than what’s needed for a minimally decent
standard of living. Social assistance programs such as SNAP (Food
Stamps) and TANF (Temporary Assistance for Needy Families) insure
against the risk that you find yourself unable to get a job but ineligible for
unemployment or disability compensation. Affirmative action programs
insure against the risk of being in a group that is, or formerly was,
discriminated against.
Government social programs are created and expanded for three main
reasons. First, people like insurance. As a person’s income or assets
increase, she will tend to spend more on insurance. The same is true of
nations; as they get richer, they tend to allocate a larger portion of their
income — their gross domestic product (GDP) — to insurance.
Second, people care about fairness, and public social programs enhance
fairness, particularly by helping to equalize opportunity. Here too we see
an income effect: as societies get richer, their members become more
willing to support programs that enhance fairness, even if they don’t
anticipate that they themselves will benefit from such programs.
Third, in many instances government social programs work well. They can
ensure comprehensive coverage in a way private efforts can’t. They can
be more efficient by reducing administrative costs and by imposing cost
controls on service providers. They can reduce the cost to each individual
by spreading it across a larger pool (all citizens). They can enhance
stability, as participants need not worry that their insurer will go out of
business.
Given these considerations, we should expect to see an expansion of
public social programs and an increase in their generosity as countries get
richer. At the same time, nations differ in a variety of ways — political
institutions, economic structures, organization of interest groups, public
opinion, and more — that are likely to produce differences in the amount
and types of social programs.
THE RISE AND PERSISTENCE OF THE WELFARE STATE

Large-scale public insurance programs originated in the late 1800s,
became commonplace in 1930s, and were significantly expanded over the
ensuing half century.5 Since the mid-1980s there has been a good bit of
change in social programs, but little or no increase in their overall size and
generosity.
The Social Insurance Entitlements Dataset from the Swedish Institute for
Social Research at Stockholm University has reliable estimates of social
program generosity beginning in 1930. Figure 1 shows a measure of
benefit generosity for public pensions in eighteen rich nations. The point
here isn’t to focus on pensions per se, but rather to give a sense of the
long-run patterns for a representative public insurance program. In most
of the world’s rich countries public pensions were created as a national
program during or shortly after the Great Depression in the 1930s. They
were made steadily more generous through the mid-1980s. Since then
their generosity has leveled off and even decreased slightly.

FIGURE 1. Generosity of a typical public insurance program
Public pension average net replacement rate for a single person or couple who
earned an average production worker’s wage. The countries are Australia, Austria,
Belgium, Canada, Denmark, Finland, France, Germany, Ireland, Italy, Japan, the
Netherlands, New Zealand, Norway, Sweden, Switzerland, the United Kingdom,
and the United States. Data source: Social Insurance Entitlements Dataset (SIED),
provided as part of the Social Policy Indicators Database (SPIN), version June
2015, series px2indst.

Another measure of social program generosity comes from Lyle Scruggs,
Detlef Jahn, and Kati Kuitto. Their measure covers three programs:
pensions, unemployment insurance, and sickness insurance. For each
country they score the size of the benefit, its duration, and the share of
the relevant group that is covered. They then combine these into an
overall measure of program generosity. They use these to calculate an
average measure of generosity across the three programs. These data,
available beginning in 1971, are shown in figure 2. They too suggest a rise
in generosity through the mid-1980s. In some countries program
generosity continued to increase beyond that point, but in many it
flattened out and in a few it decreased.

FIGURE 2. Generosity of public pensions, unemployment compensation,
and sickness compensation
The generosity measure is an average for the three programs. It includes program
eligibility criteria, coverage, waiting period, benefit replacement rate, and benefit
duration. The countries are Australia, Austria, Belgium, Canada, Denmark,
Finland, France, Germany, Ireland, Italy, Japan, the Netherlands, New Zealand,
Norway, Sweden, the United Kingdom, and the United States. Data source: Lyle
Scruggs, Detlef Jahn, and Kati Kuitto, Comparative Welfare Entitlements Data Set
2, version 2014 03, series totgen.

A third measure of social program generosity — the most widely used by
social scientists — is how much money a country spends on them, usually
expressed as a share of GDP. The OECD has data beginning in 1980 for
gross public expenditures on social programs. This is a more
comprehensive measure than those shown in figures 1 and 2 in that it
covers all social programs rather than only a few. It includes government
spending on benefits and services related to old-age, survivors,
unemployment, active labor market, health, incapacity, family, housing,
and a variety of other programs. (We might reasonably add education,
but the OECD doesn’t.6 ) Figure 3 shows that in most countries this
measure was either flat or increased a little from 1985 to 2005. It then
jumped up nearly everywhere during and after the 2008-09 economic
crisis, due to the fall in GDP (the denominator) and a rise in payments for
unemployment and incapacity.

FIGURE 3. Public expenditures on social programs
Share of GDP. Gross expenditures. Includes spending on old age, survivors,
unemployment, active labor market, health, incapacity, housing, family, and other
social programs. The countries are Australia, Austria, Belgium, Canada, Denmark,
Finland, France, Germany, Ireland, Italy, Japan, the Netherlands, New Zealand,
Norway, Portugal, Spain, Sweden, Switzerland, the United Kingdom, and the
United States. Data source: OECD, Social Expenditure Database.

IS THE UNITED STATES A LAGGARD?
America is commonly considered a laggard in government social programs.
It has fewer public programs (no sickness insurance or paid parental
leave). Some of the programs it has are on the low end in generosity. It
relies less on universal programs available to all citizens and more on
means-tested programs available only to individuals or households with
low income. It encourages employment but provides limited support for
those who struggle in the labor market. America’s laggard status isn’t
surprising, as the country is on the low end with respect to many of the
key causes of public social program generosity — political institutions,
economic structures, organized interest groups, public opinion, and
more.7
Yet this is only part of the story. In the United States a sizable amount of
money is spent on private social programs. The biggest of these are
firms’ expenditures on health insurance and pensions for their employees.
Also, the large spending levels in some affluent countries are misleading
because the benefits that are paid to individuals or households are
taxable, so some of the money goes right back to the government.
Moreover, households spend some of their benefits on items that are
subject to consumption taxes, which means even more of the money
returns to the government. A more accurate measure of social spending
is therefore public net (rather than gross) expenditures plus private
expenditures.8
These data are shown on the vertical axis in figure 4, with the more
familiar public gross spending data on the horizontal axis.9 There is some
shifting of positions as we move from the horizontal axis measure to the
vertical axis on this graph. For instance, Finland, Denmark, and Sweden
drop down a bit in the ranking. That’s because they are among the most
aggressive in “clawing back” cash benefits by subjecting those benefits to
income tax and by imposing heavy consumption taxes.
The United States stands out as the country for which the choice of
measure makes the biggest difference. Public gross social expenditures
total just 19% of GDP in the US, putting it at the low end among the rich
nations. America’s total for public net plus private social expenditures, by
contrast, is 29% of GDP, and it’s one of the top spenders according to
this measure. The difference owes a little to America’s lesser taxation of
benefits, but it’s mainly a function of its large quantity of private social
spending, which far exceeds that in any of the other nations.

FIGURE 4. Social program expenditures: public net plus private
expenditures by public gross expenditures
Share of GDP. The data are for 2013. Includes spending on old age, survivors,

unemployment, active labor market, health, incapacity, housing, family, and other
social programs. Data source: OECD, Social Expenditure Database. “Asl” =
Australia; “Aus” = Austria.

So is America a laggard? If we focus on public social spending, the answer
is yes. If we’re interested in total social spending, the answer is no.
Is the US welfare state categorically distinct from others, as Gøsta
Esping-Andersen suggested in his 1990 book The Three Worlds of
Welfare Capitalism? Or does it lie at one end of a continuum, different in
degree rather than in kind? Researchers continue to debate this
question.10 But relatively little hinges on the answer, because the threeworlds typology serves chiefly as a data reduction device, standing in for
twenty or so countries. It is seldom used for analytical purposes — as a
hypothesized cause, for instance.
TYPES OF PROGRAMS
Let’s turn from the aggregate picture to specific types of social
programs.11 The OECD, which is the source of the expenditure data for
social policies, organizes them into nine categories: old-age, survivors,
unemployment, active labor market, health, incapacity, housing, family,
and “other.” The data are available beginning in 1980. I’ll focus on public
gross expenditures, since for most countries these give a pretty accurate
portrait of total spending, and also because public net spending data
aren’t available for most programs in most countries.
Income in our retirement years can come from a variety of sources, most
notably personal savings, an employer pension, or sale of assets (such as
a home). But for many people these aren’t sufficient to ensure adequate
resources, so all rich nations have one or more public programs to
mitigate poverty in old age. Public pensions come in various forms.
Earnings-based programs pay an amount proportional to average or peak
earnings during the work career. Typically these guarantee a benefit
amount (“defined benefit”), but sometimes only the contribution amount
is predetermined, with the benefit determined by both contribution and
performance of the investment (“defined contribution”). “Basic” pension
schemes pay a flat rate or an amount determined by the number of years
of work. “Targeted” programs adjust the payment based on the person’s
income or assets in retirement. “Minimum” pensions adjust based on
other sources of pension income, rather than on total income or assets.
Many countries combine two or more of these programs. 12
Pensions typically are funded mainly via social contributions or payroll
taxes earmarked for this program. In the United States, the Social
Security program is funded by a tax of 12.4% on an employee’s wage,
with half paid by the employee and half by the employer. In some
countries the contribution is considerably larger, totaling more than 40%
of the wage.
Figure 5 shows public expenditures on old-age programs as a share of
GDP. Most of this is on pensions, but this category also includes spending
on services for the elderly such as rehabilitation and home-help, as well as
other benefits in kind. The biggest spenders are the continental and
southern European countries, including Italy, France, Austria, and
Portugal. The United States is toward the low end, but it isn’t particularly
exceptional.
Pensions are one of the two biggest-spending categories of social

program. As of the most recent year of data, the average among the
countries shown in figure 5 was 8% of GDP. In many countries, pension
expenditures have increased since the mid-1980s. In most, however, this
rise isn’t a result of rising program generosity. Instead, it’s a function of
population aging — a growing share of the population is age 65 or older.
Figure 6, which is based on program details rather than the quantity of
expenditures, confirms that program generosity has been largely flat since
around 1980.

FIGURE 5. Public expenditures on old-age programs
Share of GDP. Data source: OECD, Social Expenditure Database. “Asl” = Australia;
“Aus” = Austria.

FIGURE 6. Generosity of public pensions
Includes program eligibility criteria, coverage, waiting period, benefit replacement
rate, and benefit duration. Data source: Lyle Scruggs, Detlef Jahn, and Kati Kuitto,
Comparative Welfare Entitlements Data Set 2, version 2014 03, series pgen. “Asl”
= Australia; “Aus” = Austria.

Payments to the widows of dead soldiers were one of the earliest public
assistance programs in many rich nations. Today most of these countries
provide cash benefits and/or services to various categories of survivors.
Often this takes the form of a pension. Figure 7 shows public spending on
survivors benefits and services. Here too the continental and southern
European countries have the highest spending levels. The United States
again is toward the bottom. Expenditures on survivors are much smaller
than on retirees. But they are far from trivial, averaging 1% of GDP
across these countries and reaching as high as 3% in some. These
expenditures have tended to be flat over the past generation.
(The expenditure charts in this section all use the same range of values

on the vertical axis in order to facilitate comparison of spending levels.)

FIGURE 7. Public expenditures on survivors programs
Share of GDP. Data source: OECD, Social Expenditures Database. “Asl” =
Australia; “Aus” = Austria.

Unemployment insurance provides temporary cash assistance to people
who have lost a job involuntarily. Access to the program usually hinges on
fulfilling criteria such as minimum length of employment and minimal
earnings level. In the United States, only about 40% of unemployed
persons qualify for unemployment benefits.
The benefit level typically is proportional to prior earnings. Replacement
rates have varied from as low as 10% to as high as 90% in the rich
nations. In the United States, they have averaged around 60% over the
past generation.
Duration of benefit receipt also varies widely. In the US, the formal limit is
26 weeks. In states where the unemployment situation has worsened
significantly, this is extended by 13 or 20 weeks, and during national
recessions the federal government typically extends it to a full year. In
some European countries, eligibility in the past has been in effect
unlimited in duration. In recent decades many countries have moved to
shorten this.
The funds for unemployment insurance usually come from social
contributions or payroll taxes or from general revenues. In the United
States, employers pay a dedicated tax to the federal and state
governments, and state governments administer the program. In some
countries the unemployment benefit system is administered by unions
and employers rather than by the government. In four of these —
Belgium, Denmark, Finland, and Sweden — access to the system requires
being a member of a union. Not surprisingly, unionization levels have
remained higher in these nations than in other rich democracies.
Public expenditures on unemployment compensation are shown in figure
8. They account for less than 2% of GDP in most nations, and less than
1% in many. Unemployment spending tends to move with the economy —
falling during growth periods, rising during recessions. If we ignore these
fluctuations, the trend in most countries has been flat.

FIGURE 8. Public expenditures on unemployment compensation
Share of GDP. Data source: OECD, Social Expenditures Database. “Asl” =
Australia; “Aus” = Austria.

The flat over-time pattern also is in evidence if we use a measure based
on program details, shown in figure 9. Noteworthy here is that the United
States stands in the middle of the pack, rather than at the low end. This
is mainly because the unemployment insurance eligibility criteria and
replacement rate in the US are average relative to other rich nations. The
stinginess of the US program lies mainly in its short duration. The low
expenditure level in the United States (figure 8) also owes to the fact that
many Americans find a new job comparatively rapidly.13

FIGURE 9. Generosity of unemployment compensation
Includes program eligibility criteria, coverage, waiting period, benefit replacement
rate, and benefit duration. Data source: Lyle Scruggs, Detlef Jahn and Kati Kuitto,
Comparative Welfare Entitlements Data Set 2, version 2014 03, cwed2.org, series
ugen. “Asl” = Australia; “Aus” = Austria.

To help people who are unemployed or out of work for other reasons, rich
nations offer more than just monetary compensation. They also provide a
range of services such as retraining, help with job placement, assistance
in moving to a new location, and special services for particularly vulnerable
groups such as young persons and the disabled. These services are
usually referred to as “active labor market” programs. Research on the
effectiveness of retraining and job placement assistance has yielded mixed
conclusions, but a recent meta-analysis finds generally positive estimates
of medium-term (three-year) impact on likelihood of employment.14
Figure 10 shows that public expenditures on active labor market
programs tend to be relatively modest, though Denmark, Sweden, the

Netherlands, and Finland spend 1% to 2% of GDP on them. Despite the
centrality of paid work in American culture, the US is at the low end of the
spectrum in the resources it devotes to these kinds of employment
supports.15

FIGURE 10. Public expenditures on active labor market programs
Share of GDP. Data source: OECD, Social Expenditures Database. “Asl” =
Australia; “Aus” = Austria.

After old-age programs, health care is the largest category of public social
expenditure, accounting on average for 7% of GDP as of the most recent
year of available data. Figure 11 shows the country patterns. Health also
is the category in which spending has increased most in recent decades.
(For more detail, see “Health Care.”)

FIGURE 11. Public expenditures on health
Share of GDP. Data source: OECD, Social Expenditures Database. “Asl” =
Australia; “Aus” = Austria.

We can see the rise in health spending even more clearly if private
expenditures are included, as in figure 12. Here the United States has
steadily pulled away from all other affluent democracies since around
1980, and it now stands quite apart. Public spending on health is relatively
high in the US, and when we add private spending the US total far
exceeds that of every other country.

FIGURE 12. Total (public and private) expenditures on health
Share of GDP. Gross expenditures. Data source: OECD. “Asl” = Australia; “Aus” =
Austria.

A related but separate category is for incapacity due to disability,
sickness, or occupational injury. Figure 13 shows that the Nordic
countries are the biggest spenders in this area, at 4-5% of GDP. The
United States is at the low end, with expenditures totaling a little over 1%
of GDP. That’s partly because the US has no public sickness insurance
(paid sick leave) program, as figure 14 indicates. Incapacity programs
have seen little change in generosity over the past generation. The lone
noteworthy exception is the Netherlands; its disability program, which was
exceptionally generous in the 1980s, has been scaled back in recent
decades.

FIGURE 13. Public expenditures on incapacity (disability, sickness,
occupational injury) programs
Share of GDP. Data source: OECD, Social Expenditures Database. “Asl” =
Australia; “Aus” = Austria.

FIGURE 14. Generosity of sickness compensation
Includes program eligibility criteria, coverage, waiting period, benefit replacement
rate, and benefit duration. Data source: Lyle Scruggs, Detlef Jahn, and Kati Kuitto,
Comparative Welfare Entitlements Data Set 2, version 2014 03, series sgen. “Asl”
= Australia; “Aus” = Austria.

All rich countries provide some help with housing, mainly in the form of
public housing and rental assistance. As figure 15 shows, spending in this
area is modest almost everywhere, at 1% of GDP or less. It has changed
little over time.

FIGURE 15. Public expenditures on housing programs
Share of GDP. Data source: OECD, Social Expenditures Database. “Asl” =
Australia; “Aus” = Austria.

Spending on families includes cash benefits and tax allowances, provision
or subsidization of childcare and preschool, and other family services.16
As figure 16 shows, here too the Nordic countries are among biggest
spenders. The United States, despite its cultural emphasis on strong
families, is at the bottom. Assistance to families is, along with healthcare,
the chief area in which social programs have tended to become more
generous in recent decades. The spending total is smaller than for health,
and the rise has been more modest, but it is real.

FIGURE 16. Public expenditures on family programs
Share of GDP. Data source: OECD, Social Expenditures Database. “Asl” =
Australia; “Aus” = Austria.

The last of the OECD’s categories of social spending is a catch-all “other”
group. Figure 17 shows that, apart from in Canada, these expenditures
are relatively small, and they’ve been largely constant over the past
generation.

FIGURE 17. Public expenditures on other social programs
Share of GDP. Data source: OECD, Social Expenditures Database. “Asl” =
Australia; “Aus” = Austria.

To summarize: Pensions and health are by far the largest sources of
expenditure on public social programs. Health and family are the only two
areas with noteworthy increases in spending during the past generation;
most others have been flat or decreased modestly. The United States is a
big spender on healthcare; when private expenditures are included,
America’s health spending dwarfs that of any other rich nation, and even
its public spending is among the highest. In almost all other areas of
public social program expenditure, the US is at or near the bottom of the
pack.
A CLOSER LOOK AT AMERICA’S CASH AND NEARCASH PROGRAMS
For the least well-off, government cash and near-cash transfers are an
important source of income. No matter how much we might want
working-aged households to be self-sufficient, there inevitably will be a
nontrivial fraction that have significant labor market disadvantages —
disability, family constraint, geographic vulnerability to structural

unemployment, and more — and so rely wholly or partly on income from
public social programs. It isn’t surprising, therefore, that countries in
which the level of public minimum income protection is higher tend to have
lower incidence of material deprivation.17 Nor should we be surprised that
in recent decades, rising incomes for low-end households have tended to
depend on increases in government transfers.18
America’s largest cash transfer program is Social Security, which was
created in 1935. The share of elderly (age 65 and over) Americans
receiving Social Security increased rapidly until the mid-1970s, when it
reached 90%. It has remained at that level since. As figure 18 indicates,
about 13% of Americans are Social Security recipients. As figure 19
shows, the average benefit level has increased steadily. It currently is
about $16,000 a year.
(As in the previous section, I use the same range of values on the vertical
axes of all charts in this section in order to facilitate comparison. On the
horizontal axes, I note the year 1980, which is sometimes thought to be
a point at which the upward trajectory of US social policy generosity
slowed or reversed.)

FIGURE 18. Social Security recipients
Share of the population. Data source: Social Security Administration, Annual
Statistical Supplement, 2016, table 3.C5.

FIGURE 19. Social Security benefit level
Average yearly benefit. Monthly benefit multiplied by 12. Inflation adjustment is via
the CPI-U-RS. “k” = thousand. Data source: Social Security Administration, Annual
Statistical Supplement, 2016, table 5.C2.

About 40% of unemployed Americans qualify for unemployment insurance

compensation. In a typical year, that means approximately 1% of the
population receives this benefit, as figure 20 shows. The amount depends
on a person’s prior earnings. As figure 21 suggests, in recent years it has
averaged close to $18,000 on an annual basis, though most recipients
get this money for half a year at most. The average benefit level has
increased only a little since the 1970s, mainly because earnings for
Americans in the lower half have been stagnant.19

FIGURE 20. Unemployment insurance recipients
Share of the population. Data source: US Department of Labor, Employment and
Training Administration.

FIGURE 21. Unemployment insurance benefit level
Average yearly benefit. Weekly benefit multiplied by 52. Inflation adjustment is via
the CPI-U-RS. “k” = thousand. Data source: US Department of Labor, Employment
and Training Administration.

Figure 22 shows that about 3% of Americans receive disability benefits
from Social Security Disability Insurance (SSDI) and around 2% from
Supplemental Security Income (SSI). Both shares have increased steadily
over the past generation. As figure 23 shows, SSDI pays the average
beneficiary about $14,000 a year, SSI $7,000. Neither program’s benefit
level has changed much since the mid-1970s.

FIGURE 22. Disability benefit recipients
Share of the population. Data source: Social Security Administration, Annual
Statistical Supplement, 2016, table 7.A9.

FIGURE 23. Disability benefit level
Average yearly benefit. Average for two categories: blind and disabled. Monthly
benefit multiplied by 52. Inflation adjustment is via the CPI-U-RS. “k” = thousand.
Data source: Social Security Administration, Annual Statistical Supplement, 2016,
table 7.A5.

America has two principal social assistance programs: Temporary
Assistance for Needy Families (TANF) and the Supplemental Nutritional
Assistance Program (SNAP, or “food stamps”). TANF was created by the
1996 welfare reform, replacing Aid to Families with Dependent Children
(AFDC), which had been created in the 1930s. That mid-1990s reform
gave states more leeway in deciding eligibility criteria and benefit levels,
and it placed a five-year lifetime cap on eligibility. As figure 24 shows, the
share of Americans (parents and their children) receiving AFDC-TANF has
fallen steadily and sharply since the mid-1990s, from a high of 5% to just
1% as of 2015.
The AFDC-TANF benefit level has been declining too. But as figure 25
indicates, that continues a trend dating all the way back to 1970. The
average benefit has fallen, in inflation-adjusted terms, from $12,000 in
1970 to just $5,000 as of 2015.

FIGURE 24. AFDC-TANF recipients
Share of the population. Data source: US Department of Health and Human
Services, Office of Family Assistance, “AFDC Caseload Data” and “TANF Caseload
Data.”

FIGURE 25. AFDC-TANF benefit level
Average yearly benefit per recipient family. Inflation adjustment is via the CPI-U-RS.
“k” = thousand. Data source: for pre-2000, Social Security Administration; for
2000ff, US Department of Health and Human Services, Office of Family
Assistance, “Characteristics and Financial Circumstances of TANF Recipients.”

Food stamps (SNAP) has moved in the other direction. It became a
nationwide program in 1974. As figure 26 shows, in that year 6% of
Americans received the benefit. By the mid-1990s that share had risen to
10%. In the wake of the 2008-09 Great Recession, and on the heels of a
legislated increase in scope, the share increased to 13-15% in the years
2010 to 2015. The benefit too has risen, though only a little. It was about
$3,000 in the mid-1970s and $4,000 in the early 2010s, as figure 27
shows.

FIGURE 26. SNAP recipients
Share of the population. Data source: US Department of Agriculture, Food and
Nutrition Service.

FIGURE 27. SNAP benefit level
Average yearly benefit per recipient family. Inflation adjustment is via the CPI-U-RS.
“k” = thousand. Data source: US Department of Agriculture, Food and Nutrition
Service.

The Earned Income Tax Credit (EITC) was created in 1975. The EITC
subsidizes pretax income for low-earning households by as much as 45%.
The credit is refundable; if it amounts to more than the household owes
in federal income taxes, the household receives the difference as a cash
refund. It therefore functions like a cash benefit.
Nearly one in four Americans receives the EITC. This share rose sharply
between the late 1980s and the mid-1990s and again in the 2000s, as
figure 28 indicates. These increases were a result of changes in eligibility
criteria, increases in the benefit amount, and stagnant wage levels for
Americans on the lower rungs of the wage ladder. The average amount
recipient households get is $2,300 per year. As figure 29 shows, this
amount increased sharply between 1987 and 1996. Since then it has been
flat.

FIGURE 28. EITC recipients
Share of the population. These numbers are estimates, calculated using the
number of EITC recipient households and the average number of persons per
household. Data source: Tax Policy Center, “EITC Recipients.”

FIGURE 29. EITC benefit level
Average yearly benefit per recipient household. Inflation adjustment is via the CPIU-RS. “k” = thousand. Data source: Tax Policy Center, “EITC Recipients.”

Kenneth Nelson has assembled a measure of “minimum income
protection” for working-age households that have little or no market
income. The measure includes social assistance, child benefits, housing
benefits, and refundable tax credits.20 Figure 30 shows these amounts
for the United States and other affluent countries. The level of generosity
varies markedly, from more $25,000 at the high end to just over $5,000
at the low end. The US is one of the least generous in the group.

FIGURE 30. Minimum income protection

Includes social assistance, child benefits, housing benefits, and refundable tax
credits. Average of benefits for a single person, a single parent with two dependent
children, and a two-parent family with two children. “k” = thousand. Data source:
Kenneth Nelson, Social Assistance and Minimum Income Protection Dataset
(SAMIP), provided as part of the Social Policy Indicator Database (SPIN),
Stockholm University, version April 2015, series MIPavey. “Asl” = Australia; “Aus” =
Austria.

FROM DECOMMODIFICATION TO ACTIVATION
Social scientists and policy makers traditionally have viewed the welfare
state as a means of achieving economic security and redistribution. Social
programs provide money and services to individuals and households in
order to insure against market-based risks and reduce market-generated
inequality and poverty. In the past two decades, an additional goal has
become prominent: employment. Policy reforms and innovations have
more and more aimed to increase paid work.21 This approach, commonly
referred to as “activation” or “social investment,” isn’t novel. Sweden in
the 1950s put in place a set of active labor market programs, including
retraining, job placement assistance, and public sector jobs as a last
resort. What’s new is the centrality of employment in modern social
policy.
The activation turn has a number of causes.22 The chief one, arguably, is
the fact that the retirement of the baby boom generation will increase
pension and healthcare costs at the same time that capital mobility has
made increasing tax rates more difficult. Getting more citizens into paid
work means greater payroll and income tax revenue without an increase in
tax rates, and it also means lower expenditures on social assistance,
unemployment compensation, and related programs. Other considerations
and aims pushing policy makers toward employment promotion include
poverty reduction, social inclusion, fairness, women’s independence and
fulfillment, subjective well-being, and encouragement by external
organizations such as the OECD and the EU.
The policy tools used to boost employment are wide-ranging. Some
impose requirements, while others provide incentives. Some work on the
demand side, attempting to increase hiring by employers, while others try
to increase the supply of those seeking employment. Some are aimed
broadly, at the entire working-age population, whereas others are
targeted at particular groups for which the employment rate is low, such
as women, those near retirement age, the young, persons with limited
education and/or skills, immigrants, and people with disabilities. Some aim
to increase employment directly, while others attempt to improve people’s
capabilities, under the assumption that this will indirectly bring about
greater employment.
In every rich country, persons with more education are more likely to be
employed, so a common strategy for increasing employment is to improve
educational attainment and/or the quality of schooling. Policy makers have
attempted to do this in a variety of ways: subsidizing early education;
improving elementary and secondary schooling via increased funding,
greater centralization or decentralization of decision making, heightened
teacher accountability, school choice, and others; increasing opportunity
for college attendance via reduced costs or better access to grants and
loans. Some countries also have enhanced opportunity for “lifelong
learning” via retraining, subsidies for return to schooling, access to online
education, and others.

Government benefits with easy eligibility conditions, generous payments,
and lengthy duration may discourage employment. Some nations have
tightened eligibility criteria, reduced benefit levels, made benefit receipt
conditional on participation in training or employment (“workfare”), and/or
shortened the duration of receipt.
Public assistance with finding new employment has long been a key
feature of Swedish active labor market policy. Since the mid-1990s its use
has become more widespread. A trend in recent years has been toward
individualized assistance: clients are assigned an individual caseworker
who evaluates their abilities and needs, helps with benefit receipt,
oversees the search for new work and placement with the firm, and
monitors employment outcomes. In areas where key sources of
employment are not easily accessible via public transport, governments
sometimes provide subsidies to defray the cost of transportation to and
from work.
Cash transfers and tax credits to people in paid work but with low
earnings are increasingly prominent in affluent countries. The United
States and the United Kingdom began using such employment-conditional
earnings subsidies in the 1970s, and in recent decades most of the other
rich longstanding-democratic countries have adopted some version of
them.23
Public employment can be used as a “last resort” in providing jobs for
those unable to find work in the private sector. In the Nordic countries
and France, the government typically has accounted for 25% to 30% of
total employment, making the public sector a common source of
employment whether as a last resort or a first option.
Part-time jobs are an attractive option for some people, especially second
earners in households. In a number of countries they now account for a
quarter or more of all employment, and in the Netherlands a third. Some
of this is due to inability to find a satisfactory full-time position, but
surveys suggest much of it is by choice, particularly where part-time
employees have the same wage and benefit status as full-timers. The
Dutch employment success story since the early 1980s is largely one of
part-time employment growth. Flexible work schedules also tend to be
attractive to potential employees, again especially those who would be a
second earner within a household. Protections for such employees as well
as financial incentives to employers for expanding flexible work-time
options can help to attract them.
Taxes can matter. Some countries have moved to shift the tax burden
away from payroll taxes in order to reduce nonwage labor costs. Also, in
some nations the tax system penalizes a couple with two earners relative
to those with just one earner. Reducing this disincentive can help to
boost employment, particularly among women.
In jobs where productivity is low and difficult to increase, employers may
hire fewer people if wages are too high. Lowering the wage floor may
therefore increase employment. In countries with a statutory minimum
wage, policy makers can do this directly. In the United States and the
Netherlands, the inflation-adjusted value of the statutory minimum has
been allowed to fall since the early 1980s. In nations without a statutory
minimum wage, one response has been the formation of formal or
informal social pacts, in which government encourages wage restraint in
exchange for changes in certain social programs, taxes, or active labor
market programs.

Strong employment protection regulations make it more difficult and/or
costly for employers to fire employees. Since the mid-1990s, most of the
continental European and Nordic countries have reduced the stiffness of
employment protection regulations, mainly by easing restrictions on fixedterm (temporary) employment.
Family-friendly policies, particularly paid parental leave and quality
affordable early education, can boost women’s employment. Originally
confined to the Nordic countries along with Belgium and France, these
programs now are embraced to one degree or another by many affluent
nations.24
Most of the rich democratic countries have higher employment rates now
than they did twenty-five years ago, despite just recently emerging from
the deepest economic crisis since the Great Depression. Moreover,
Sweden, Denmark, and Norway, consistent practitioners of employmentpromoting social programs since the 1970s, tend to be at or near the top
in employment. While we don’t know for certain how much of the common
employment rise or of the Nordic countries’ success owes to this
approach to social policy, these patterns suggest grounds for optimism
that it can help.
The US experience also is suggestive. The United States has pursued a
“market liberal” approach to employment growth: a low wage floor, very
limited labor market regulations, relatively stingy government benefits,
comparatively low taxes, steady deregulation of product markets, and
limited support for retraining, job placement, and work-family balance. Up
to the turn of the century the “great American jobs machine” was
comparatively successful; the US was among the rich world’s leaders in
raising its employment rate. But since then America’s employment
performance has been comparatively poor.25
While most rich democracies have been converging toward a “social
investment state” approach, a number of key policy questions don’t yet
have clear-cut answers. Should early education be universal or targeted to
the poor? Should paid parental leave be for six months or one year or
three years? Should it include a “daddy quota”? Should there be a
statutory minimum wage? If so, how high? What is the best mix of
carrots and sticks for social assistance recipients reluctant to enter or
reenter paid work? Should low market income be supplemented by an
employment-conditional earnings subsidy? Is individualized assistance
more helpful in the early years, the K-12 years, or later in the life course?
What is the right balance between employment protection for workers and
flexibility for employers?
Getting the policy details right requires experimentation, adjustment, and
learning from best practice. And since countries vary in political structure,
economic institutions, culture, and in many other ways, optimal policies
and policy combinations may well vary too.
SUMMARY
Most of us like security. As we become more affluent, we are willing to pay
more to insure against major risks. Government social programs cushion
against some risks more effectively and efficiently than individuals,
families, voluntary organizations, or markets. As a result, once countries
achieve sustained economic growth, they tend to adopt and expand such
programs. The welfare state, as it is often called (disparagingly by some,
admiringly by others), is one of the core institutions of modern life.

Total social spending in the United States, including both public and
private expenditures, is on par with most other rich nations, and higher
than some. Yet when it comes to public social programs, America is in
important respects a laggard. The US has fewer government programs
(no sickness insurance or paid parental leave). Some of the programs it
has are on the low end in terms of generosity. It relies heavily on private
spending in the two most expensive program areas: pensions and
healthcare. It has an extensive array of means-tested programs, from
TANF to Food Stamps to the Earned Income Tax Credit to disability
benefits, and relatively few universal programs. It prizes employment but
provides limited support for those who struggle in the labor market.
Will the US remain a laggard? Given its political and economic institutions,
it is tempting to say yes. And yet, if the pattern of the past century
continues, the United States may well move toward significantly greater
use of public insurance and public services.26 Policy makers, perhaps with
a push from organized interest groups or the populace, will recognize the
benefits of expanded social programs and will attempt to move the
country in that direction. Often they will fail. Sometimes, however, they
will succeed. Progress will be incremental, coming in fits and starts, but it
will have staying power. New programs and expansions of existing ones
will tend to persist, because programs that work well become popular and
because the US policy making process makes it difficult for opponents of
social programs to remove them. Small steps and the occasional big leap,
coupled with limited backsliding, will have the cumulative effect of
significantly increasing the breadth and generosity of government social
programs.
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Most of what we call social policy is actually public insurance.1 Social
Security and Medicare insure against the risk of having little or no money
in your retirement years. Unemployment compensation insures against
the risk of losing your job. Disability payment programs insure against the
risk of suffering a physical, mental, or psychological condition that renders
you unable to earn a living.
Other public services and benefits also are insurance programs, even if we
don’t usually think of them as such. Public schools insure against the risk
that private schools are unavailable, too expensive, or poor in quality.
Special education services insure against the risk of having a disability that
inhibits participation in school. Retraining and job-placement programs
insure against the risk that market conditions make it difficult to find
employment. The Earned Income Tax Credit (EITC) insures against the
risk that your job pays less than what’s needed for a minimally decent
standard of living. Social assistance programs such as the Supplemental
Nutrition Assistance Program (SNAP, or “food stamps”) and Temporary
Assistance for Needy Families (TANF) insure against the risk that you will
find yourself unable to get a job but ineligible for unemployment or
disability compensation. Even affirmative action programs are a form of
insurance; they insure against the risk of being in a group that is, or
formerly was, discriminated against.
In providing a backstop against risk, public insurance safeguards
individuals and families who otherwise might find themselves in dire
straits. That reduces anxiety, improving mental well-being and perhaps
also physical health. Public insurance also boosts the living standards of
the poor. It increases their income, and it provides them with services for
which they bear relatively little of the cost.
But it’s possible that this boost to living standards is merely a near-term
one. Critics charge that public social programs tend to hurt the poor in
the long run by reducing employment and economic growth. Are they
correct?
In addition to this important question, I consider several others. Does
public insurance erode self-reliance? Is a large private safety net as helpful
to the least well-off as a large public one? Are universal programs more
effective than targeted ones? Are income transfers the key, or are
services important too?
IS PUBLIC INSURANCE GOOD FOR THE POOR?

Figure 1 shows average market income and disposable income for
households on the bottom fifth of the income ladder in the United States.
Market income is earnings plus other private cash income (gifts, alimony,
capital gains). Disposable income adds government transfers received and
subtracts taxes paid. On average, public transfers nearly double the
income of households in the bottom fifth.2

FIGURE 1. Average market income and disposable income of
households on the bottom fifth of the income ladder in the US
The incomes are adjusted for household size and rescaled to reflect a threeperson household. The incomes are in 2013 dollars; inflation adjustment is via the
CPI-U-RS. Data source: Luxembourg Income Study.

But notice that average market income among the poor hasn’t increased
over time. Some argue that this is because government social programs
weaken work incentives, disrupt markets, and waste resources. In this
view, public insurance helps in the short run, but it hinders progress for
the poor in the long run by reducing employment and economic growth.3
Any program that allows people to survive without employment will cause
some reduction in work effort. This is unavoidable. Even America’s social
assistance benefits, though low by affluent-country standards, induce
some adults who could work to choose not to.4 Similarly, any tax will
cause some individuals or firms to cut back on investment. And any
government program will feature some inefficiency and waste. But unless
these effects are large, the damage is likely to be outweighed by public
insurance’s benefits for the least well-off. Plainly there is some level of
generosity at which public insurance will do more harm than good. Have
existing rich nations passed this tipping point?5
In a few instances they have. The Netherlands’ disability program in the
early 1980s created strong incentives for people to drop out of the labor
force. In Denmark, prior to the mid-1990s there was no de facto limit on
the duration of eligibility for unemployment compensation. In Sweden,
sickness insurance was the chief culprit, as Jonas Agell details: “According
to the rules in place by the end of the 1980s, employees were entitled to
a 90% compensation level from the first day of reporting sick. Due to
supplementary insurance agreements in the labour market, however,
many employees had a compensation level of 100%. For the first seven
days of sickness leave, a physician’s certificate was not required. If
individuals ever respond to economic incentives, work absenteeism ought
to have been widespread in Sweden. The increase in the average number
of sickness days per insured employee from 13 days in 1963 to 25 days
in 1988 can hardly be attributed to a deteriorating health status of the
6

population.”6
But each of these problems was recognized and eventually corrected. And
a number of countries, led by the Nordics, have introduced and expanded
programs such as childcare and retraining that encourage employment.7
Also, by limiting the risk of personal financial catastrophe, public insurance
programs facilitate entrepreneurship and mobility.8
What does the comparative experience tell us about the effect of public
insurance generosity on economic output and employment? Figure 2
considers output. On the horizontal axis of both charts is the share of
GDP spent on public social programs.9 The measure is adjusted for the
share of the population that is elderly and the share that is unemployed,
as expenditures will automatically be greater when either of these is
higher, irrespective of the generosity of the programs. In the first chart
we see no association between countries’ level of GDP per capita and the
generosity of public insurance, and in the second we see a similar lack of
association for change in per capita GDP (economic growth).10

FIGURE 2. Economic output by public insurance generosity
The lines are linear regression lines. Public insurance generosity: Government
social expenditures as a share of GDP, adjusted for the share of the population
age 65 and over and for the unemployment rate. The adjustment is as follows:
public insurance generosity = government social expenditures + (0.5 x (22 –
(elderly share of the population + unemployment rate))). This implies that each
percentage point of the elderly share and/or unemployment costs about 0.5% of
GDP. Twenty-two is the average across all countries and years for the elderly
share plus the unemployment rate. The data include public spending on transfers
and services in nine areas of social policy: old age, survivors, incapacity-related
benefits, health, family, active labor market programs, unemployment, housing,
and “other.” Average for the years 1980, 1985, 1990, 1995, 2000, 2005, and 2010.
Data source: OECD, Social Expenditure Database (SOCX). GDP per capita:
Measured in 2013. Change in GDP per capita is per year, for the period 19792013. Adjusted for inflation and converted to US dollars using purchasing power
parities. “k” = thousand. The absolute change measure of GDP per capita growth
used here is similar to a percentage change measure adjusted for starting level
(catch-up). Data source: OECD.

Figure 3 does the same for employment, measured as the share of the
working-age population that is employed. Once again we see no indication
that public insurance generosity has had a damaging effect.11
Note also that the employment rate increased in nearly all of the countries
during this period. On average, it rose by nine percentage points between
1979 and 2013. That’s not what we would expect to see if generous
public insurance programs were inducing large numbers of able adults to
withdraw from the labor market.12

FIGURE 3. Employment by public insurance generosity
The lines are linear regression lines. Public insurance generosity: See the note to
figure 2. Employment rate: Employed persons aged 25-64 as a share of the
population aged 25-64. Measured in 2013. Change in employment rate is per year,
for the period 1979-2013. Data source: OECD.

Figure 4 shows the relationship across the rich countries between public
social expenditures and material hardship — a more direct indicator of
living standards than income. Material hardship is measured around 2005,
which follows a lengthy period in which these countries differed in public
insurance generosity. This allows ample time for any adverse effects of
such programs to show up in the data. What we see in the chart is that
countries with more generous public insurance programs tend to have
less material deprivation.13

FIGURE 4. Material hardship by public insurance generosity
The line is a linear regression line. Public insurance generosity: See the note to
figure 2. Material hardship: Share of households experiencing one or more of the
following: inability to adequately heat home, constrained food choices,
overcrowding, poor environmental conditions (e.g., noise, pollution), arrears in
payment of utility bills, arrears in mortgage or rent payment, difficulty in making
ends meet. Measured in 2005. Data source: OECD, Growing Unequal?, 2008, pp.
186-188, using data from the Survey on Income and Living Conditions (EU-SILC)
for European countries, the Household Income and Labour Dynamics in Australia
survey (HILDA) for Australia, and the Survey of Income and Program Participation
(SIPP) for the United States.

So public insurance programs do tend to help the poor. But there is more
to the story. Recall from figure 1 that average market income among the
America’s least well-off hasn’t increased since the late 1970s. It turns out
that the US isn’t alone in this. Economies in the world’s affluent countries
have experienced profound changes since the 1970s. With globalization,
the advance of computers and robots, increased pressure from
shareholders for short-run profit maximization, union weakening, and

other shifts, wages have been under pressure. Couple this with the fact
that many people at the low end of the income ladder have labor market
disadvantages — disability, family constraint, geographic vulnerability to
structural unemployment — and we have a recipe for stagnation in the
market incomes of the poor.
In most of these countries that is exactly what’s happened.
Consequently, the chief source of income gain for the least well-off has
been increases in government transfers.14
This helps us to answer a question frequently raised by welfare state
critics: If public insurance programs help the poor, why has there been so
little decrease in poverty in the United States since the 1970s? The
reason is that the market incomes of low-end households have been flat,
due to wage and employment stagnation, and in the US, unlike in many
other affluent nations, income transfers to the working-aged poor haven’t
increased much. The result has been very little progress in boosting the
incomes of the least well-off.15
DOES PUBLIC INSURANCE TURN US INTO MOOCHERS?
Set aside social policy’s economic impact for a moment. Another
prominent concern is that it has troubling moral consequences —
specifically, that it breeds dependency. Mitt Romney, the 2012 Republican
presidential nominee, famously quipped that there are “47 percent of
Americans … who are dependent upon government, who believe that they
are victims, who believe that government has a responsibility to care for
them, who believe that they are entitled to health care, to food, to
housing, to you name it — that that’s an entitlement and the government
should give it to them.”16
Nicholas Eberstadt makes a more detailed case for this sentiment in his
book A Nation of Takers.17 Eberstadt notes that over the past half
century, the share of Americans who receive a government cash transfer
and/or public health insurance — Social Security, Medicare, Medicaid,
unemployment compensation, and so on — has grown steadily. The
United States, he concludes, is now “on the verge of a symbolic
threshold: the point at which more than half of all American households
receive, and accept, transfer benefits from the government.” According to
Eberstadt, growing reliance on government for help is undermining
Americans’ “fierce and principled independence,” our “proud self-reliance.”
Is this a genuine cause for concern? In Eberstadt’s view, people are either
givers or takers — taxpayers or benefit recipients. But that’s mistaken.
Every adult who doesn’t live entirely off the grid pays some taxes; anyone
who is an employee pays payroll taxes, and anyone who purchases things
at a store pays sales taxes. Likewise, virtually every American receives
benefits from government, whether it’s attending a public school, driving
on roads, drinking tap water or taking a shower in your dwelling, not
being stricken by polio, not having a band of thugs remove you from your
home at gunpoint, visiting a park or lounging on a beach or hiking a
mountain trail, using the internet, and on and on. And nearly all
Americans receive a government cash or near-cash transfer at some point
in their life: more than half of families with children receive the EITC; about
70% of us get income from SNAP (food stamps), TANF, SSI, or
unemployment insurance; and more than 90% of the elderly get a Social
Security check.18
It also isn’t clear that receiving a cash transfer from government renders

people less self-reliant than receiving the myriad public goods, services,
and tax breaks that government provides. Once upon a time, individuals
and privately organized militias ensured the public safety. Then we shifted
to government police forces and armies. At one point humans got their
own water and disposed of their own waste. Then we created public water
and sewage systems. The education of children was once a family
responsibility. Then we created public schools. There’s a good reason for
these shifts: government provision offers economies of scale and scope,
which reduces the cost of a good or service and thereby makes it available
to many people who couldn’t or wouldn’t get it on their own. Did
Americans’ character or spirit diminish when these changes occurred? Is
there something different about the more recent shift from individual to
government responsibility in how we deal with retirement saving,
healthcare, unemployment, and other risks?
Government provides more insurance now than it used to. All of us, not
just some, are dependent on it. And life for almost everyone is better
because of it.19
IS A PRIVATE SAFETY NET JUST AS EFFECTIVE AS A
PUBLIC ONE?
Spending on social programs doesn’t have to be done by the
government. In fact, total social spending is greater in the United States
than in social democratic archetypes Denmark and Sweden, because even
though its public programs are far less generous, the US has a lot more
private spending on transfers and social services.20 But America’s large
private safety net tends to be less helpful to the poor than a public safety
net.21
How can it be that social expenditures are larger in America than in
Denmark and Sweden? The standard measure is gross public social
expenditures as a share of GDP. The first row in figure 5 shows that on
this measure Denmark and Sweden are much higher than the United
States. But this leaves out some important things. Private social
expenditures, such as those on employment-based health insurance and
pensions, are greater in the United States. Also, the US government
distributes more social benefits in the form of tax reductions than do
Denmark and Sweden, those two countries tax back a larger portion of
public transfers than the United States does, and America’s per capita
GDP is larger than Denmark’s or Sweden’s.

FIGURE 5. Social expenditures and living standards of the least well-off
in Denmark, Sweden, and the United States, mid-2000s

This replicates table 9.1 in Lane Kenworthy, Progress for the Poor, Oxford
University Press, 2011. Row 1: From OECD, Social Expenditure Database (SOCX).
Row 2: 2000 US dollars. From Willem Adema and Maxime Ladaique, “How
Expensive Is the Welfare State? Gross and Net Indicators in the OECD Social
Expenditure Database (SOCX),” OECD Social, Employment, and Migration
Working Paper 92, 2009, table 5.5. Rows 3 and 4: 2000 US dollars. Household
income is adjusted for household size and then rescaled to reflect a one-person
household. Danish and Swedish kroner are converted into US dollars using
purchasing power parities (PPPs). Luxembourg Income Study data. Row 5: From
OECD, Growing Unequal?, 2008, pp. 186-188.

If we shift to net (rather than gross) public and private (rather than public
alone) expenditures per person (rather than as a percentage of GDP), we
get a different picture. According to the calculations of OECD researchers
Willem Adema and Maxime Ladaique, by this measure the United States is
the biggest spender of the three.22 These numbers are in the second row
in figure 5.
This ought to be good news for America’s poor. Unfortunately, it isn’t.
Private social spending accounts for roughly two-fifths of the US social
expenditure total shown in row 2 of figure 5. It consists mainly of
employer health insurance and pension contributions. These expenditures
are encouraged by government tax advantages.23 But they do little to
help people on the bottom of the ladder, who often work for employers
that don’t provide retirement or health benefits. Another version of the
private safety net approach is tax-advantaged individual accounts, such
as individual retirement accounts (IRAs) and health savings accounts
(HSAs). These rely heavily on individual capacity and initiative to
contribute, so the poor end up with inadequate protection.24
What about tax clawbacks? Public transfer programs in Denmark and
Sweden tend to be “universal” in design: a large share of the population is
eligible for the benefit. While this boosts public support, it makes the
programs very expensive. To make them more affordable, the
government claws back some of the benefit by taxing it as though it were
regular income. All countries do this, including the United States, but the
Nordic countries do it more extensively. Does that hurt their poor? Not
much. The tax rates increase with household income, so much of the tax
clawback hits middle- and upper-income households.
So how well-off are the poor in the United States, with its private welfare
state, relative to their counterparts in Denmark and Sweden? One
measure is average posttransfer-posttax income among households in
the bottom income decile. The third row in figure 5 shows my calculations
using the best available comparative data, from the Luxembourg Income
Study (LIS). There is a sizable difference, not in America’s favor.25
This cross-country difference in the incomes of low-end households is a
function of government transfers. I’ve calculated averages among
households in the bottom income decile for the three chief sources of
household income: earnings, net government transfers (transfers
received minus taxes paid), and “other” income (money from family or
friends, alimony, etc.). Average earnings are virtually identical across the
three countries. The same is true for “other” income. Where bottomdecile Danish and Swedish households fare much better than their
American counterparts is in net government transfers, as shown in the
fourth row of figure 5.
Not only are incomes in the bottom decile higher in Denmark and Sweden;
they also have increased more rapidly over the past generation.26 In

those two countries net government transfers have risen more or less in
line with economic growth. Not so in the United States.
Another difference is that public services such as schooling, childcare,
medical care, housing, and transportation are more plentiful and of better
quality for the poor in the Nordic countries. Public services reduce
deprivation and free up income to be spent on other needs. It’s difficult to
measure the impact of services on living standards, but one indirect way
is to look at indicators of material deprivation, such as the measure used
in figure 4 above. The material deprivation rates for Denmark, Sweden,
and the US are shown in the fifth row of figure 5. The gap between the
countries in material deprivation is larger than the gap in low-end
incomes, which is what we would expect to see if public services help the
poor more in the Nordic countries than in the United States.
So while the United States spends more money on social protection than
is often thought, that spending doesn’t do nearly as much to help
America’s poor as we might like.
The private safety net model has another important weakness: it fits
poorly with employers’ need for flexibility and workers’ need for mobility.
Tying a person’s health insurance and pension to a job doesn’t make
much sense in a modern economy.27 Either is fine as a supplement, but
people’s main health insurance and retirement pension should be
independent of their employer.
IS UNIVERSALISM BETTER FOR THE POOR THAN
TARGETING?
Generous public insurance is threatened by population aging, modest
productivity growth, downward pressure on tax rates stemming from
capital mobility, and, in some countries, persistent budget deficits.28 One
possible response is to make greater use of targeting in social policy.29
Targeted transfers are directed (sometimes disproportionately, sometimes
exclusively) to those with low incomes and assets, whereas universal
transfers are provided to most or all citizens. Targeted programs are
more efficient at reducing poverty; each dollar or euro or kroner
transferred is more likely to go to the least well-off. Increased targeting
therefore could be an effective way to maintain or enhance public
insurance in the face of diminished resources.
But targeted programs tend to have political constituencies that are
smaller and less cohesive, engaged, and influential, so they may be less
generous than universal programs, with their broader political base.30
Consequently, while the needy get a smaller proportion of the transfers in
universal programs, they may get a larger quantity of transfers from such
programs than from targeted ones.31 This led Walter Korpi and Joakim
Palme to posit a paradox of redistribution: “the more we target benefits
to the poor … the less likely we are to reduce poverty and inequality.”32
Is this correct? Do nations that rely more heavily on targeting achieve less
redistribution? Korpi and Palme found that to be the case in the 1980s.
Their measure of targeting-universalism is an index of concentration; it
ranges from -1 if the poorest household gets all of the government
transfer income (targeted) to 0 if all households get an equal amount of
transfer income (universal). Their measure of redistribution is the
percentage difference between pretransfer-pretax and posttransferposttax income inequality. Korpi and Palme found that the pattern across
eleven affluent nations supported the hypothesis that greater use of
33

targeting in transfers yields less redistribution.33
Subsequent studies have found that this correlation no longer holds.34 As
figure 6 shows, as of the mid-2000s, countries that rely more heavily on
targeting tend to achieve just as much redistribution as those with more
universalistic policies.35

FIGURE 6. Redistribution by targeting-universalism
Targeting-universalism: Index of concentration, which equals -1 if the household
with the lowest pretransfer-pretax income gets all of the government transfer
income, 0 if all persons get an equal amount of transfer income, and +1 if the
household with the highest pretransfer-pretax income gets all of the transfer
income. Included are the following types of public transfers: pension benefits, child
and family allowances, unemployment compensation, sick pay, accident pay,
disability pay, maternity pay, military/veterans/war benefits, “other social
insurance,” means-tested cash benefits, and “near-cash” benefits. Redistribution:
Degree of inequality reduction relative to the degree of market inequality.
Calculated as: ((pretransfer-pretax Gini coefficient – posttransfer-posttax Gini) /
pretransfer pretax Gini) x 100. Data source: Ive Marx, Lina Salanauskaite, and
Gerlinde Verbist, “The Paradox of Redistribution Revisited,” Discussion Paper
7414, Institute for Labor (IZA), 2013, using Luxembourg Income Study data.

What has changed? Recall that there are two steps in the hypothesized
causal process. First, universalism is thought to increase the size of the
redistributive budget. Second, larger redistributive budgets are said to
increase redistribution. The quantity of government social expenditures, a
measure of the size of the redistributive budget, remains a major
determinant of how much redistribution takes place, but the universalism
of transfer programs no longer seems to have much impact on the
quantity of government social expenditures.36
What if we look over time within countries? All of the rich countries have
faced pressure to reduce social policy generosity over the past several
decades, due to economic globalization and to changes in the balance of
power between unions and left parties on one side and employers and
right parties on the other. If universalism is better for redistribution,
nations with more universal social policy should have fared better in
resisting this pressure for cutbacks.
It turns out, though, that they haven’t. An early skeptical assessment
came from Robert Greenstein, who examined the pattern of attempted
cuts and successful cuts to targeted programs by the Reagan
administration in the United States in the 1980s.37 Greenstein concluded
that these programs fared surprisingly well. Paul Pierson reached a similar
conclusion in an analysis of social policy developments under the Reagan
administration in the United States and the Thatcher government in the
United Kingdom.38 These are cases in which, according to the

conventional view, we have might have expected significant cutbacks.
Christopher Howard has updated the US story through the mid-2000s,
and his conclusion echoes those of Greenstein and Pierson.39 A
comparative analysis of eighteen rich countries by Kenneth Nelson finds
little difference between the trajectories of means-tested benefits (mainly
social assistance) and social insurance benefits (old-age pensions,
unemployment insurance, and sickness insurance) during the 1990s and
early 2000s.40 And my own cross-country analysis yields a similar
conclusion; nations with greater targeting haven’t experienced larger
declines (or smaller increases) in redistribution in recent decades.41
The hypothesis that targeting in social policy reduces political support and
thereby lessens redistributive effort is a sensible one. Yet the experience
of the rich countries in recent decades suggests little support for it.
Countries with more universalistic social policy don’t (any longer) tend to
be more redistributive. Nor do we observe a systematic tendency for
universal programs to grow and targeted programs to shrink over time.42
Targeting has drawbacks relative to universalism: more stigma for
recipients, lower take-up rates, and possibly less social trust.43 But
targeting is less expensive. As pressures to contain government
expenditures mount, policy makers may therefore turn to greater use of
targeting. That may not be a bad thing.
ARE PUBLIC SERVICES PRO-POOR?
Governments in affluent nations provide or subsidize a host of services
and public goods.44 Here’s a partial list:
Physical safety: policing, military
Assurance of basic liberties: freedom of thought, speech, political
participation, religious practice
Money
Enforcement of property rights and contracts
Financial safeguards: limited liability for passive investors,
bankruptcy, bank deposit insurance, protection against unauthorized
use of credit cards
Clean air and water
Street cleaning, removal and disposal of sewage and garbage
Housing
Health care
Disability services
Elderly services
Workplace safety
Consumer safety
Disaster prevention and relief: firefighting, levies, cleanup,
compensation to uninsured victims
Schooling: early education, K-12, university
Child care
Job training
Job search and placement assistance
Antidiscrimination enforcement
Public transportation
Facilitation of private transportation: roads, bridges, stoplights,
enforcement of speed limits, air traffic control
Public spaces: sidewalks, museums, parks, sports fields, forests,
campgrounds, beaches, oceans, lakes, swimming pools, zoos
Communication, information, and entertainment: support for phone
lines, broadband, the Internet, public television and radio
programming, subsidization of free private TV and radio networks,

libraries, festivals
Free time: work hours regulations, statutory holidays, mandated
vacations, mandated paid parental or family leave
Public services help the poor in two ways. First, they boost living
standards directly. Governments subsidize or provide a wide array of
services and public goods so that the cost to consumers is small or nil.
Second, government services boost the earnings of those at the low end
by enhancing human capital, assisting with job search and placement, and
facilitating work-family balance.
When governments provide or subsidize public goods and services, they
expand the sphere of consumption for which the cost is zero or minimal.
This lifts the living standards of the least well-off, and it frees up their
limited income for use in purchasing other goods and services.
On one view, however, public services are a highly ineffective way to help
the poor, because they are just as widely used by the middle class and
the affluent. It turns out, though, that this seemingly sensible intuition is
wrong. Here’s why.
For any given type of government service, consumption may be
progressive, equal, or regressive. That is, the service or public good may
be used more by poor households than by affluent ones, about the same
by each, or more by the affluent than by the poor. We have no precise
measures of the distribution of service consumption, but estimates
suggest that it tends to be similar across the income scale or slightly
progressive.45 Let’s assume, perhaps conservatively, that the distribution
is equal rather than progressive.
Services can be thought of as akin to a cash transfer. If a person receives
government-funded health care worth $10,000, it is as though she has
been given a $10,000 cash transfer that she then uses to pay for those
health services. The same holds for schooling, roads, policing, and
virtually every other type of public service. If the rich, the middle class,
and the poor each consume roughly the same total dollars or euros or
kroner worth of public services, it is equivalent to the government
providing a large flat-rate (equal number of dollars or euros) cash transfer
to all households.
In a society in which the market distribution of income is unequal, a flatrate benefit — one that goes in equal amount to all citizens — is
redistributive. It boosts the consumption, and hence the living standards,
of the poor more than it does for the rich. If my market income is
$100,000 and I receive public services worth $20,000, my consumption
has increased by 20%. If my market income is only $10,000 and I receive
government services worth $20,000, my consumption is boosted by
200%.
We also need to consider the financing of public services. If the tax
system that funds government services is regressive, the provision of
services may fail to redistribute. In fact, most rich countries have a tax
system that is roughly proportional; people in low-income, middle-income,
and high-income households each pay a similar share of their market
income in taxes, so the effective tax rate is approximately the same for
each group.46 But because the rich get so much of the market income,
they pay a much larger share of the tax dollars (or euros or kroner or
pounds) than the poor.

Services that are financed proportionally and consumed equally are
redistributive. Figure 7 illustrates this. The tax payment data are
estimates for the United States. When all types of taxes are taken into
account — income, payroll, consumption, and others — the US tax
system is proportional; each income group pays approximately the same
share of its market income in taxes.47 But because the market
distribution of income is quite unequal, those with higher incomes pay
much more in dollars. The distribution of public service consumption
shown in the chart is hypothetical. It is assumed to be equal across the
income scale. In this illustration, households in the bottom income fifth
pay about 3% of the taxes and consume about 20% of the government
services and public goods.

FIGURE 7. Distribution of tax payments and public services
These shares are hypothetical. They assume all households pay the same
effective tax rate (proportional tax system). And they assume all households
receive or use the same quantity (dollar value) of public services.

How large is the redistributive impact of public services? One way to think
about this is in relation to government transfers. Estimates by the OECD
suggest that services reduce income inequality by only one-quarter to
one-half as much as transfers do, depending on the measure used.48
However, this type of estimate includes only expenditures on health,
education, and other public “social” services. It leaves out government
spending on safety, infrastructure, public spaces, provision of free time
(via holidays, paid parental leave, and regulation of work hours), and
some of the other public goods and services listed above. If these were
included, the estimated redistributive value would be larger.
The second way public services boost the living standards of the poor is
by helping them into employment. Here we tend to think mainly of the K12 school system, but governments do far more than this. The
contribution includes early education, health care, job training, job
placement assistance, special services for the disabled, language
assistance for immigrants, targeted programs for the young and the
elderly, assistance with transportation, and provision of temporary
employment when few or no private-sector jobs are available.
All rich countries provide services in each of these areas, and in terms of
expenditures there is considerable similarity in the two biggest areas —
health care and education. The largest difference is in services other than
health care and education.49 The Nordic countries in particular stand apart
from other rich nations. Since the mid-1960s, Sweden, Denmark, and
Norway, and later Finland, have put in place and steadily expanded an
array of services that enhance the capabilities of people who grow up in

relatively poor households and help them balance employment with family
commitments throughout the life course. At the center of this is paid
parental leave and government-funded early education. Parents typically
are able to take a paid leave during a child’s first year. They can then put
the child in high-quality low-cost early education centers after the first
year and up to kindergarten. This facilitates employment for parents,
especially mothers, and it boosts the cognitive and noncognitive skills of
children from disadvantaged homes.50 After finishing formal schooling,
young, middle-aged, and older adults can take advantage of various
supports collectively referred to as “active labor market programs” — from
specialized training to job placement to assistance with geographical
relocation, among others.
Figure 8 offers one piece of evidence that these policies help. On the
vertical axis is the employment rate among 25-to-64-year-olds with less
than upper secondary schooling. On the horizontal axis is the share of
GDP spent on public social services other than health care and education.
Denmark, Norway, and Sweden are the biggest spenders, and apart from
New Zealand and Portugal their employment rates among the lesseducated are the highest. Given that the Nordic countries have generous
social assistance benefits and other supports that make it possible to live
reasonably well without employment, this performance is impressive.

FIGURE 8. Employment rate among persons with less than upper
secondary education by public social service expenditures other than
health and education, mid-2000s
Employment rate is for 2007. Employed persons as a share of persons age 25-64.
Data source: OECD, Education at a Glance, 2009, table D. Public social service
expenditures are for 2003. Data source: Francis G. Castles, “What Welfare States
Do: A Disaggregated Expenditure Approach,” Journal of Social Policy, 2008, table l.

The value of public services in boosting the living standards of the poor is
difficult to measure, so we tend to overlook it. We shouldn’t.
SUMMARY
Public insurance programs boost the incomes of the least well-off and
improve their material well-being. If such programs are too generous, this
benefit could be offset by reduced employment or economic growth, but
the comparative evidence suggests that the world’s rich nations haven’t
reached or exceeded the tipping point.
Spending lots of money on social protection is not in and of itself helpful
to the poor. Total social expenditures in the United States are greater
than in Denmark and Sweden, because the US has a large private welfare
state. But relatively little of America’s private social spending reaches the

poor.
Universalism in social policy can be beneficial for poverty reduction, but it
is by no means necessary. Countries that make heavier use of targeting
have tended to be as successful at income redistribution as those with
less targeting.
Public services are an important antipoverty tool. Their benefit doesn’t
show up in income data, but they appear to play a key role in reducing
material hardship. Services expand the sphere of consumption for which
the cost is zero or minimal. And they help to boost the earnings and
capabilities of the poor by enhancing human capital, assisting with job
search and placement, and facilitating work-family balance.
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What kind of public safety net do Americans want?
Our main source of information is several long-running public opinion
surveys: Gallup surveys, the American National Election Study (NES), the
General Social Survey (GSS), and surveys by the Pew Research Center.
Americans tend to have very limited understanding of socioeconomic
issues, and few devote much effort to getting better informed. As a
result, many have shallow, weak views and preferences about most
issues.1 Even so, the survey data suggest discernible patterns to public
opinion in the aggregate: it doesn’t tend to fluctuate randomly, on many
issues it is remarkably consistent over time, and when it shifts, it tends to
do so in explicable ways.2 We can therefore treat these survey data as a
useful, if imperfect, indicator of what Americans think and want.
MOST AMERICANS DISLIKE THE IDEA OF BIG
GOVERNMENT
As figures 1-3 suggest, Americans tend to believe that individual effort,
rather than luck, determines success in life. They also tend to feel they
are able to get ahead economically, as figure 4 indicates. These
considerations might lead to a conclusion that extensive government
assistance is unnecessary.

FIGURE 1. People get ahead by hard work more than by lucky breaks or
help from others
Estimated share of US adults. Response options: hard work, lucky break or help

from others, both equally. The line shows the share choosing hard work. Data
source: General Social Survey, sda.berkeley.edu, series getahead.

FIGURE 2. Disagree hard work offers little guarantee of success
Estimated share of US adults. Response options: disagree completely, disagree
mostly, agree mostly, agree completely, don’t know. The line shows the share
choosing disagree completely or disagree mostly, with don’t know responses
excluded. Data source: Pew Research Center, Trends in American Values: 19872012, p. 136.

FIGURE 3. Disagree success in life is pretty much determined by forces
outside our control
Estimated share of US adults. Response options: disagree completely, disagree
mostly, agree mostly, agree completely, don’t know. The line shows the share
choosing disagree completely or disagree mostly, with don’t know responses
excluded. Data source: Pew Research Center, Trends in American Values: 19872012, pp. 135-36.

FIGURE 4. Agree people like me and my family have a good chance of
improving our standard of living
Estimated share of US adults. Response options: agree strongly, agree, neither,
disagree, disagree strongly. The line shows the share choosing agree strongly or
agree. Data source: General Social Survey, sda.berkeley.edu, series goodlife.

In addition, many Americans don’t trust that government will act
effectively. As figures 5-10 show, most have only some or hardly any
confidence in the president and Congress, a majority only sometimes or
never trust the government to “do what is right,” half don’t believe
government is run for the benefit of all the people, and many think
government waste is commonplace.

FIGURE 5. Only some or hardly any confidence in the executive branch
of the federal government
Estimated share of US adults. Response options: a great deal, only some, hardly
any. The line shows the share choosing only some or hardly any. Data source:
General Social Survey, sda.berkeley.edu, series confed.

FIGURE 6. Only some or hardly any confidence in Congress
Estimated share of US adults. Response options: a great deal, only some, hardly
any. The line shows the share choosing only some or hardly any. Data source:
General Social Survey, sda.berkeley.edu, series conlegis.

FIGURE 7. Only some of the time or almost never trust the government in
Washington to do what is right
Estimated share of US adults. Question: “People have different ideas about the
government in Washington. These ideas don’t refer to Democrats or Republicans
in particular, but just to government in general. We want to see how you feel about
these ideas. How much of the time do you think you can trust the government in
Washington to do what is right?” Response options: just about always, most of the
time, only some of the time, almost never, don’t know/depends. The line shows
the share choosing only some of the time or almost never, with don’t
know/depends responses excluded. Data sources: American National Election
Study, sda.berkeley.edu; Pew Research Center, “Beyond Red vs. Blue: The
Political Typology,” 2014, p. 149.

FIGURE 8. Disagree the government is really run for the benefit of all the
people
Estimated share of US adults. Response options: disagree completely, disagree
mostly, agree mostly, agree completely, don’t know. The line shows the share
choosing disagree completely or disagree mostly, with don’t know responses
excluded. Data source: Pew Research Center, Trends in American Values: 19872012, p. 138.

FIGURE 9. People in government waste a lot of the money we pay in
taxes
Estimated share of US adults. Response options: waste a lot, waste some, don’t
waste very much, don’t know. The line shows the share choosing waste a lot, with
don’t know responses excluded. Data source: American National Election Study,
sda.berkeley.edu, series trustgov_waste.

FIGURE 10. Agree when something is run by the government it is usually
inefficient and wasteful
Estimated share of US adults. Response options: disagree completely, disagree
mostly, agree mostly, agree completely, don’t know. The line shows the share
choosing agree completely or agree mostly, with don’t know responses excluded.
Data source: Pew Research Center, Trends in American Values: 1987-2012, p.
137.

For these reasons and perhaps others, many Americans favor limited
government.3 For instance, when asked whether they would “rather have
a smaller government providing fewer services or a bigger government
providing more services,” usually more than half say they prefer a smaller
government providing fewer services, as figure 11 indicates. And as figure
12 shows, nearly half say “the less government the better” as opposed to
“there are more things that government should be doing.”

FIGURE 11. Prefer a smaller government providing fewer services rather
than a bigger government providing more services
Estimated share of US adults. Response options: bigger government providing
more services, smaller government providing fewer services, it depends, don’t
know. The line shows the share choosing smaller government with fewer
services, with it depends and don’t know responses excluded. Data source: Pew
Research Center, “For Voters It’s Still the Economy,” September 24, 2012, pp. 1112.

FIGURE 12. The less government, the better
Estimated share of US adults. Question: “Which one is closer to your views: the
less government the better or there are more things that government should be
doing?” Data source: American National Election Studies, electionstudies.org.

MOST AMERICANS LIKE PUBLIC INSURANCE
PROGRAMS
The public opinion data above buttress the impression that Americans are
averse to activist government. Yet they hide a deeper truth: while
Americans are ideologically conservative when it comes to the size and
scope of government, they are programmatically progressive. They dislike
big government in the abstract, but they like a lot of the things
government actually does, including most public insurance programs.
This isn’t too surprising. The more income or assets people have, the
more insurance they tend to be willing to buy. Affluence also allows and
encourages people to care more about fairness for others. Public
insurance programs mitigate risk and enhance fairness. Consequently, as
countries get richer, they tend to allocate a larger portion of their income
— their gross domestic product (GDP) — to insurance.4
This doesn’t mean the American public is constantly clamoring for new or

bigger public insurance programs. Indeed, in examining public opinion on
the major social policy innovations of the 1930s and the 1960s, Katherine
Newman and Elisabeth Jacobs find considerable ambivalence and/or
opposition among ordinary Americans to the proposed programs. The
public, according to Newman and Jacobs, had “mixed and contentious
attitudes about activist government.” Policy advances owed mainly to the
efforts of political leaders, particularly Franklin Roosevelt and Lyndon
Johnson, who “moved boldly into a policy vacuum or forged on against
growing antagonism. They pushed and pulled legislators into creating and
then sustaining the progressive history of the 1930s and 1960s.”5
Once public insurance programs are in place, however, people are better
able to form an opinion about them. If a program works well, and there
don’t appear to be any major adverse side effects, Americans tend to like
it.6
Social Security expenditures are approximately 3.5% of GDP in the United
States.7 Most Americans like the program and if anything want it
expanded. The General Social Survey regularly asks a set of questions
prefaced by the following statement: “We are faced with many problems in
this country, none of which can be solved easily or inexpensively. I’m
going to name some of these problems, and for each one I’d like you to
tell me whether you think we’re spending too much money on it, too little
money, or about the right amount.” Figure 13 shows that more than half
say current Social Security spending is too little. And if we add those who
think current spending is about right, the share is greater than 90%.

FIGURE 13. Spending is too little or about right on Social Security
Estimated share of US adults. Response options: too little, about right, too much.
Data source: General Social Survey, sda.berkeley.edu, series natsoc.

Government expenditures on education and health care amount to 7.5%
and 9% of GDP, respectively.8 This spending also is quite popular. Figure
14 shows that a large majority thinks we spend too little on “improving
the nation’s education system,” and nearly all Americans feel either that
we spend too little or that currently spending is about right. In 2007,
Benjamin Page and Lawrence Jacobs asked a representative sample of
Americans “Would you be willing to pay more taxes in order to provide
early childhood education in kindergarten and nursery school.” Two-thirds
were willing, versus just one-third unwilling.9

FIGURE 14. Spending is too little or about right on improving the nation’s
education system
Estimated share of US adults. Response options: too little, about right, too much.
Data source: General Social Survey, sda.berkeley.edu, series nateduc.

Figures 15, 16, and 17 show similarly strong support for spending on
health in general and on Medicare and Medicaid specifically.10 Figure 18
shows that about 90% of Americans think it should be government’s
responsibility to provide health care for the sick. Figure 19 shows half of
Americans believe it should be the federal government’s responsibility to
help people in paying for medical care. Figure 20 shows that half or more
of Americans agree it is the federal government’s responsibility to make
sure all Americans have health care coverage. A 2007 survey asking
“Would you be willing to pay more taxes in order to provide health
coverage for everyone?” found nearly 60% support.11 As figure 21
indicates, a sizable majority of Americans say they support taxpayerfunded national health insurance, though if the question asks specifically
about a “government” health insurance plan, the level of support isn’t
quite as high.

FIGURE 15. Spending is too little or about right on improving and
protecting the nation’s health
Estimated share of US adults. Response options: too little, about right, too much.
Data source: General Social Survey, sda.berkeley.edu, series natheal.

FIGURE 16. Spending is too little or about right on Medicare
Estimated share of US adults. Question: “As you know, there are many competing
spending priorities facing the President and Congress. Thinking about the federal
budget, do you want to see the President and Congress increase spending on
Medicare, decrease spending, or keep it about the same?” Data source: Kaiser
Family Foundation, kff.org.

FIGURE 17. Spending is too little or about right on Medicaid
Estimated share of US adults. Question: “As you know, there are many competing
spending priorities facing the President and Congress. Thinking about the federal
budget, do you want to see the President and Congress increase spending on
Medicaid, decrease spending, or keep it about the same?” Data source: Kaiser
Family Foundation, kff.org.

FIGURE 18. It should be government’s responsibility to provide health
care for the sick
Estimated share of US adults. Question: “On the whole, do you think it should or
should not be the government’s responsibility to provide health care for the sick.”
Response options: definitely should be, probably should be, probably should not

be, definitely should not be. Data source: General Social Survey, sda.berkeley.edu,
series hlthcare.

FIGURE 19. It is the responsibility of the federal government to help
people in paying for medical care
Estimated share of US adults. Question: “In general, some people think that it is
the responsibility of the government in Washington to see to it that people have
help in paying for doctors and hospital bills; they are at point 1. Others think that
these matters are not the responsibility of the federal government and that people
should take care of these things themselves; they are at point 5. Where would you
place yourself on this scale?” The line shows the share choosing point 1 or point
2. Data source: General Social Survey, sda.berkeley.edu, series helpsick.

FIGURE 20. Agree it is the responsibility of the federal government to
make sure all Americans have health care coverage
Estimated share of US adults. Question: “Do you think it is the responsibility of the
federal government to make sure all Americans have health care coverage, or is
that not the responsibility of the federal government?” Response options: yes
government responsibility, no not government responsibility, no opinion. Data
source: Gallup, “Health Care System,” gallup.com.

FIGURE 21. Favor national health insurance
Estimated share of US adults. National health insurance: Question: “Do you favor
or oppose national health insurance, financed by tax money, and paying for most
forms of health care?” Response options: favor, oppose, don’t know. The line
shows the share responding favor, with don’t know responses excluded. Data
source: CBS-NYT. Reported in the data set for Benjamin Page and Lawrence
Jacobs, Class War? What Americans Really Think about Economic Inequality,
University of Chicago Press, 2009, variable qhc2. Government health insurance
plan: “Some people feel there should be a government insurance plan which
would cover all medical and hospital expenses for everyone. Others feel that
medical expenses should be paid by individuals, and through private insurance
plans like Blue Cross. Where would you place yourself on this [7-point] scale?”
The line shows the share choosing responses 1-3, with don’t know responses
excluded. Data source: American National Election Studies, electionstudies.org,
table 4A.3.

There also is considerable support for government action to help the
poor. Expenditures on Social Security, disability insurance, the EITC,
unemployment insurance, workers compensation, housing assistance,
food assistance (SNAP, WIC, and school lunches), and TANF amount to
6% of GDP.12 Pew polls find 60-75% of Americans believe “it is the
responsibility of the government to take care of people who can’t take
care of themselves,” as shown in figure 22. Figure 23 indicates that a
majority of Americans think we are spending too little on assistance to the
poor. Figure 24 shows that about half of American adults feel the
government should help more needy people even if it means going deeper
into debt. And figure 25 shows that a third think the federal government
should do “everything possible to improve the standard of living of all
poor Americans.” The EITC is America’s largest antipoverty program apart
from Social Security. In 2007 Page and Jacobs asked whether the EITC
should be increased, decreased, or kept about the same. More than 90%
wanted it increased or kept the same.13 Finally, when Gallup and Pew have
asked Americans whether the statutory minimum wage should be
increased, they have consistently found 70% or more in favor, as figure
26 indicates.

FIGURE 22. Agree it is the responsibility of the government to take care
of people who cannot take care of themselves
Estimated share of US adults. Response options: disagree completely, disagree
mostly, agree mostly, agree completely, don’t know. The chart shows the share
choosing agree completely or agree mostly, with don’t know responses excluded.
Data source: Pew Research Center, Trends in American Values: 1987-2012, p.
148.

FIGURE 23. Spending is too little on assistance to the poor
Estimated share of US adults. Response options: too little, about right, too much.
The line shows the share choosing too little. Data source: General Social Survey,
sda.berkeley.edu, series natfarey.

FIGURE 24. Agree the government should help more needy people even
if it means going deeper into debt
Estimated share of US adults. Response options: disagree completely, disagree
mostly, agree mostly, agree completely, don’t know. The line shows the share
choosing agree completely or agree mostly, with don’t know responses excluded.
Data source: Pew Research Center, Trends in American Values: 1987-2012, p.

148.

FIGURE 25. The federal government should do everything possible to
improve the living standards of all poor Americans
Estimated share of US adults. Question: “Some people think that the government
in Washington should do everything possible to improve the standard of living of
all poor Americans; they are at point 1. Other people think it is not the
government’s responsibility, and that each person should take care of himself;
they are at point 5. Where would you place yourself on this scale?” The line shows
the share choosing point 1 or point 2. Data source: General Social Survey,
sda.berkeley.edu, helppoor.

FIGURE 26. Favor raising the minimum wage
Estimated share of US adults. Response options: favor, oppose, don’t know. The
line shows the share choosing favor. Data source: Gallup, gallup.com; Pew
Research Center, “Most See Inequality Growing, but Partisans Differ Over
Solutions,” January 23, 2014, pp. 14-15.

There is only one noteworthy exception to the popularity of existing
public social programs in the US: “welfare.” In the GSS surveys, relatively
few say we currently spend too little on welfare, as figure 27 indicates.
Though the question doesn’t specify the particular program, it’s likely that
most respondents have in mind Aid to Families with Dependent Children
(AFDC), which was replaced in the mid-1990s by Temporary Assistance
for Needy Families (TANF). As Martin Gilens has documented, AFDC was a
uniquely unpopular program with the American public.14 This owes to a
variety of factors, according to Gilens, prominent among them race and
media portrayals. This perception is deeply ingrained. Despite the
pronounced changes introduced by the 1996 welfare reform — strict time
limits on benefit receipt, reduced benefit levels, stronger employment
requirements — the General Social Survey responses suggest little, if any,

shift in public opinion about “welfare” since then.
Then again, it’s worth emphasizing that in spite of the widespread dislike
and stigmatization of “welfare,” around half of Americans typically say our
spending on it is either about right or too little.

FIGURE 27. Spending is too little or about right on welfare
Estimated share of US adults. Response options: too little, about right, too much.
Data source: General Social Survey, sda.berkeley.edu, series natfare.

HAVE AMERICANS’ VIEWS SHIFTED IN RECENT
DECADES?
Have Americans’ opinions about government’s role or about specific
programs changed over time? It’s commonplace, for example, to assert
that Americans have become more conservative since the 1970s — the
so-called “age of Reagan.”15 According to the public opinion data, there
actually has been little change. The share of Americans identifying as
conservative and/or Republican increased a bit in the 1970s and 1980s,
but as the trend lines in virtually all of the charts shown here suggest,
views about government effectiveness and how much we should be
spending on particular policies have remained fairly constant.16
SUMMARY
Many Americans dislike the idea of big government. But when it comes to
public insurance, they’re not at all averse to a government that is
medium-sized or even large.
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Hardly anyone loves taxes. Yet most of us recognize that, as Oliver
Wendell Holmes once put it, taxes are the price we pay for a civilized
society.1 We want a government that performs a variety of services, and
in order to have one we need to fund it. Moreover, as societies get richer,
citizens tend to be willing to allocate more income to ensure economic
security and to enhance fairness and opportunity for the less advantaged.
That means government spending, and hence taxes, will tend to rise over
time.
How much do Americans pay in taxes? Through what types of taxes is
the money raised? Do taxes reduce income inequality? Do they harm the
economy? If the US were to increase taxes, what would be the best way
to do it?
TAX REVENUES
Figure 1 shows tax revenues and overall government revenues in the
United States since 1900. With the introduction of the federal income tax
in 1913, government revenues began a steady rise, from 8% of GDP to a
peak of 35% in 2000. Since then they have been flat. Tax revenues,
meanwhile, have hovered around 25% of GDP for the past 50 years.

FIGURE 1. Tax revenues and total government revenues in the United
States
Share of GDP. Includes all types of taxes (income, payroll, consumption, property,
others) at all levels of government (federal, state, local). Data source for 19001964: Christopher Chantrill, usgovernmentrevenue.com, using data from the
Census Bureau and the Economic Report of the President. Data source for 1965ff:
OECD.

How does the US compare to other affluent nations? Figure 2 shows
trends in tax revenues since the mid-1960s. Half a century ago America’s
taxation level was in the middle of the pack. It’s now at the bottom.

FIGURE 2. Tax revenues
Share of GDP. Includes all types of taxes at all levels of government. Doesn’t
include nontax sources of government revenue. Data source: OECD. “Asl” is
Australia; “Aus” is Austria.

Despite the country’s comparatively low tax level, and despite the fact
that that level hasn’t changed for the past 50 years, a majority of
Americans say they’d like to pay less, as figure 3 shows. Virtually none
feel they currently pay too little.

FIGURE 3. Many Americans would prefer to pay less in taxes
Estimated share of American adults. Question: “Do you consider the amount of
federal income tax you have to pay as too high, about right, or too low?” Gallup also
has a “no opinion” response, which is excluded here. Data sources: Gallup,
“Taxes,” gallup.com/poll/1714/taxes.aspx; General Social Survey,
sda.berkeley.edu, series tax.

Why did tax revenues rise in most rich countries in the
1960s, 1970s, and 1980s?
Among the world’s affluent nations, tax revenues rose from 26% of GDP
in 1965, on average, to 35% in 1990. The percentage point increase in
Belgium, Denmark, Finland, France, Norway, and Sweden was about twice
as large as in Australia, Canada, Japan, New Zealand, Switzerland, and the
United States. Why did tax revenues rise during this period, and why did
they grow more rapidly in some countries than in others?

One obvious possibility is that the quantity of revenues raised is
determined by the quantity of government spending a country wants —
that to spend is to tax. As the rich nations expanded public insurance
programs during this period, they increased taxation in order to pay for
it.
An alternative hypothesis holds that a country’s ability to increase
revenue depends on its tax mix. The nations that expanded taxation
most rapidly in the 1960s, 1970s, and 1980s, in this view, were able to
do so by relying on increases in consumption and payroll taxes rather
than income taxes.2 Taxes on consumption and payroll may be less visible
to citizens — they tend to be paid in small increments, and there is no
end-of-the-year settling up where we see the grand total — so they
generate less political opposition. Also, income taxes may be more
vulnerable than consumption and payroll taxes to cross-national
competition. That is particularly true for corporate income taxes, since
firms are more mobile than people, but individuals too are thought to be
more likely to decamp in search of a lower income tax rate than a lower
tax rate on consumption or payroll.3
Figure 4 shows over-time trends in total tax revenues, income tax
revenues, and consumption-plus-payroll tax revenues in the rich
longstanding democracies. Contrary to the prediction, income tax
revenues increased at about the same pace as revenues from
consumption and payroll taxes.

FIGURE 4. Tax revenues
Share of GDP. Average for 21 countries. Includes all levels of government. Data
source: OECD.

Figure 5 offers another way to assess the hypothesis that consumption
and payroll taxes were the key to expanded tax revenues in the 1960s,
1970s, and 1980s. If the hypothesis is correct, countries that increased
tax revenues as a share of GDP during that period should exhibit a rising
share of total tax revenues that come from consumption and/or payroll
taxes. That’s not, however, what we see in the data. Sweden conforms to
the prediction: consumption and payroll taxes rose significantly as a share
of its tax revenues (horizontal axis), and its increase in total tax revenues
was quite large (vertical axis). But Sweden is the exception, not the rule.

FIGURE 5. Change in total tax revenues by change in the consumptionand-payroll share of tax revenues, 1965 to 1990
Percentage point change, calculated as 1990 value minus 1965 value. Data
source: OECD. “Asl” is Australia; “Aus” is Austria.

Together, figures 4 and 5 tell us that rising income taxes were as
important as consumption and payroll taxes in facilitating the increase in
tax revenues in the world’s affluent nations in the 1960s, 1970s, and
1980s.4
Why have tax revenues been flat since 1990?
Since 1990, tax revenues (as a share of GDP) in virtually all rich
democracies have barely budged. After rising steadily for much of the
twentieth century, and particularly in the 1960s, 1970s, and 1980s, they
suddenly came to a standstill. Why?
Unions and left (labor, social democratic, socialist) political parties were a
key reason why government spending, and therefore taxation, grew more
rapidly in some nations than in others leading up to the 1990s.5 They are
less likely to be a major determinant of why taxation stopped rising,
because union strength and the political influence of left parties continued
to vary sharply across countries whereas the flatlining of tax revenues
happened in nearly all.
The 1980s commenced an ideological shift among parties on the right, led
by the Thatcher government in the UK and the Reagan administration in
the US, in favor of aggressive tax reduction. Before long, a number of
center-left parties had altered their thinking about the size of
government. In the United States, the Democratic president Bill Clinton
declared in 1996 that “the era of big government is over.” Yet here too,
we observe considerable cross-country variation. To note just one
example, the Blair and Brown governments in the United Kingdom, often
viewed as kindred “third way” or “neoliberal” spirits to the Clintonites,
oversaw a significant expansion of government spending during their
three terms in office between 1997 and 2010. And in the United States
tax revenues had already stopped rising by the mid-1960s, long before
the Democratic Party’s neoliberal turn.
Public opinion shifted against further increases in taxation in some
countries, and antitax social movements cropped up. In the United
States, a revolt against property taxes succeeded in passing state-level
referendums or legislation limiting such taxes. But this, too, varied
significantly across countries.6

The most important cause of the nearly-universal flatlining of tax
revenues beginning around 1990 may be financial globalization — the
growing ability of firms and individuals to move their money from their
home country to one with lower taxes. This significantly increases the
possibility of gradual or rapid capital flight. In response, nearly all rich
countries have reduced income tax rates (see below), though most have
offset this by also reducing tax deductions and loopholes (“broadening
the tax base”).7
TAXES’ EFFECT ON THE DISTRIBUTION OF INCOME
It’s helpful to think about the distribution of income in two stages. One is
the distribution of wages and other sources of “market” income. The
other is government redistribution. Taxes can play a role in both.
Taxes and redistribution
Taxes can contribute to income redistribution in two ways. The first is
direct: if the tax system is progressive, the posttax distribution of income
will be less unequal than the pretax distribution. The second is indirect:
tax revenues provide the funds for government transfers, and those
transfers may reduce income inequality.
Let’s begin with taxes’ direct redistributive effect. If households with high
pretax incomes pay a larger share of their income in taxes than do those
with low incomes, we call the tax system “progressive.” If the rich and
poor pay a similar share of their incomes, the tax system is termed
“proportional.” If the poor pay a larger share than the rich, the tax
system is “regressive.”
Income taxes almost always are progressive; those with higher incomes
pay at higher rates. Deductions and exemptions reduce the degree of
progressivity, but they don’t eliminate it. Consumption taxes and payroll
taxes usually are regressive.8 Typically they are levied at a flat rate, which
in principle should make them proportional. But the poor (by necessity)
tend to spend a larger share of their income than the rich, which means a
larger share of their income is subject to consumption taxes. And payroll
taxes often are capped, with earnings above the cap not subject to the
tax. This means a larger portion of the earnings of low and middle earners
is subject to payroll taxes.
Most studies of taxes’ direct effect on the distribution of income use data
that don’t, unfortunately, include the top 1%. The data come from
household surveys, which “topcode” the information they get about
incomes.9 These data provide us with information about the effect of
taxes on income distribution within the bottom 99%. What they tell us is
that, for this group, taxes tend to have little direct impact on the
distribution of income. Figure 6 shows the reduction in the Gini coefficient
for income achieved by income and payroll taxes in eighteen countries. In
most of these countries taxes achieve only a little direct income
redistribution. And the amount they achieve is overstated in this figure,
because the data don’t include consumption taxes, which are
regressive.10
Transfers, by contrast, do achieve considerable reduction in income
inequality, albeit less in the United States than in nations such as Sweden,
Belgium, and Denmark.11

FIGURE 6. Income inequality reduction via taxes and via government
transfers
The data are for the mid-2000s. The calculation for taxes doesn’t include
consumption taxes. Neither measure includes data for the top 1% of households.
Income inequality reduction via taxes: Gini coefficient for posttransfer-pretax
income minus Gini coefficient for posttransfer-posttax income. Income inequality
reduction via transfers: Gini coefficient for pretransfer-pretax income minus Gini
coefficient for posttransfer-pretax income. Incomes are adjusted for household
size. In calculating the Gini coefficients, households are ranked according to their
posttransfer-posttax income. Data source: OECD, Growing Unequal, 2008, figure
4.6. “Asl” is Australia; “Aus” is Austria.

Countries achieving the most redistribution do so mainly via transfers.
And most of them do so with a large volume of transfers, rather than
with transfers that are heavily targeted to the poor.12 In order to transfer
large quantities of income, a government needs a large quantity of
revenues. Figure 7 shows that there is a strong correlation between tax
revenues as a share of GDP and the amount of redistribution a nation
achieves via government transfers.

FIGURE 7. Income inequality reduction via government transfers by tax
revenues
The data are for the mid-2000s. The lines is a linear regression line. Tax
revenues: Share of GDP. Includes all types of taxes at all levels of government.
Data source: OECD. Income inequality reduction via transfers: Gini coefficient for
pretransfer-pretax income minus Gini coefficient for posttransfer-pretax income.
Incomes are adjusted for household size. In calculating the Gini coefficients,
households are ranked according to their posttransfer-posttax income. Doesn’t
include the top 1% of households. Data source: OECD, Growing Unequal, 2008,
figure 4.6. The correlation is +.69. “Asl” is Australia; “Aus” is Austria.

Rich nations have discovered that in order to get a large quantity of tax
revenues, it’s best to tax everyone — not just the rich — fairly heavily.
That’s partly because a not-too-progressive tax system will generate less
political opposition from the rich, and it’s partly due to the need to go
where the money is. So the rich nations that redistribute the most tend
to have relatively proportional tax systems and high tax rates. This
generates a large volume of revenues, which is used to fund a large
volume of transfers, and those transfers accomplish the bulk of the
income redistribution.13
Do we see an effect on the level of income inequality? Or is inequality
mainly a function of the “market” distribution, with redistribution having
just a minor impact? As figure 8 shows, countries with higher taxes
revenues do indeed tend to have lower levels of income inequality. Part of
this owes to differences in pretransfer-pretax inequality, but the
redistributive transfers highlighted in figures 6 and 7 play an important
role.

FIGURE 8. Income inequality by tax revenues
The data are for the mid-2000s. The lines is a linear regression line. Tax
revenues: Share of GDP. Includes all types of taxes at all levels of government.
Data source: OECD. Income inequality: Gini coefficient for posttransfer-posttax
income. Incomes are adjusted for household size. Doesn’t include the top 1% of
households. Data source: Standardized World Income Inequality Database. The
correlation is -.73. “Asl” is Australia; “Aus” is Austria.

As noted earlier, the estimates of redistribution and income inequality in
figures 6-8 leave out the top 1%. Would the picture change if the top 1%
were included? Are top incomes taxed at a much higher rate, increasing
the progressivity of the tax system?
Figure 9 suggests that the answer probably is “no.” It shows average
effective tax rates in the United States at various points along the pretax
income distribution, including the top 1%. (An “effective tax rate” is
calculated as taxes paid divided by pretax income.) These tax rates
include all types of taxes at all levels of government. The top 1% pay
about 33% of their pretax income in taxes — about the same as others in
the top quintile. The overall tax system is progressive, though only mildly
so.

FIGURE 9. Effective tax rates, United States
Taxes paid as a share of pretax income. The tax rates are averages for the
following groups: p0-20, p20-40, p40-60, p60-80, p80-90, p90-95, p95-99, p100
(top 1%). Includes all types of taxes (personal and corporate income, payroll,
property, sales, excise, estate, other) at all levels of government (federal, state,
local). The data are for 2015. Data source: Citizens for Tax Justice, “Who Pays
Taxes in America in 2015?,” using data from the Institute on Taxation and
Economic Policy.

Figure 10 gives us another way to answer the question. It shows the
difference between the top 1%’s pretax income and its posttax income in
the United States. The difference has been relatively small throughout the
past several decades, suggesting, consistent with the picture in figure 8,
that taxes on the top 1% do relatively little redistributive work.

FIGURE 10. Top 1%’s income share before and after federal government
taxes, United States
Includes capital gains. Federal taxes only; doesn’t include state and local tax
payments. Data source: Congressional Budget Office, “The Distribution of
Household Income and Federal Taxes, 2013,” Report 51361, 2016, supplemental
data, worksheet 3.

Figure 11 shows that the same is true for the top 0.01%. Even among
these households with very high pretax incomes — about $35 million on
average in 2005, according to the Congressional Budget Office — taxes
do little to redistribute.

FIGURE 11. Top 0.01%’s income share before and after federal
government taxes, United States
Includes capital gains. Federal taxes only; does not include state and local tax
payments. Data source: Congressional Budget Office, “Historical Effective Tax
Rates, 1979 to 2005: Supplement with Additional Data on Sources of Income and
High-Income Households.”

What about cross-country differences in tax progressivity with the top
1% included? Unfortunately, for most other rich nations we don’t have
comparable data. But figure 12 shows a somewhat-comparable set of
effective tax rates for Sweden. The main source of noncomparability is
that these Swedish rates leave out consumption taxes, which are sizable
in Sweden and thus an important omission.
To help with comparability, I include another set of effective tax rates for
the United States that leaves out state and local taxes such as
consumption (sales) taxes. For the US, the effective tax rates that include
consumption taxes (black dots) are much less progressive than those
that don’t include consumption taxes (gray dots). From this we can infer
that Sweden’s tax system, including its consumption taxes, probably is a
good bit less progressive than the rates shown here imply.

FIGURE 12. Effective tax rates, United States and Sweden
Taxes paid as a share of pretax income. The tax rates are averages for the
following groups: p0-20 (US only), p0-40 (Sweden only), p40-60, p60-80, p80-90,
p90-95, p95-99, p100 (top 1%). United States data: 2015. Includes all types of
taxes (personal and corporate income, payroll, property, sales, excise, estate,
other) at all levels of government (federal, state, local). Data source: Citizens for
Tax Justice, “Who Pays Taxes in America in 2015?,” using data from the Institute
on Taxation and Economic Policy. United States (w/o state and local) data: 2011.
Includes federal personal and corporate incomes taxes, payroll taxes, and federal
excise taxes. Data source: Congressional Budget Office, “The Distribution of
Household Income and Federal Taxes, 2011,” data set, alternative income
definition, worksheet 13. Sweden (w/o consumption) data: 2009. Excludes

consumption taxes. Ages 20-64 only. Data source: Niklas Bengtsson, Bertil
Holmlund, and Daniel Waldenström, “Lifetime versus Annual Tax and Transfer
Progressivity: Sweden, 1968-2009,” 2014, table 1.

The data in figure 12 suggest, then, that effective tax rates in Sweden are
higher across the board than in the United States and that Sweden’s tax
system is less progressive. This is consistent with the picture painted by
the household survey data that don’t include the top 1%.
If other rich nations aren’t too different from Sweden and the US, then
the conclusions we can draw about taxes and redistribution from
household survey data also hold for data that include the top 1%. Those
conclusions, to reiterate, are that taxes have little direct redistributive
effect, because they aren’t especially progressive, and that taxes help
with income redistribution to the extent they provide a large volume of
revenues, which can be used to fund a large quantity of redistributive
government transfers.
Taxes and the pretax income distribution
Taxes can influence the “market” distribution of income too. One
prominent hypothesis suggests that when top statutory income tax rates
are lower, people and households at the top have greater incentive to try
to maximize their income. They may do so by working harder or smarter,
or perhaps by grabbing more “rent.”14
Figure 13 shows over-time trends in the United States for the top
statutory federal income tax rate and the top 1%’s share of pretax
income. Consistent with the hypothesis, the trends tend to move in
opposite directions. In the 1920s the top tax rate decreased and the top
1%’s income share shot up. The top tax rate rose sharply between 1929
and 1945, and the top 1%’s income share fell sharply. After 1981 the top
tax rate decreased a good bit and the top 1%’s income share jumped.
The correlation over the full period is -.69.
But there are notable exceptions. The 1963 Kennedy tax reform reduced
the top statutory tax rate from 90% to 70%, yet the top 1%’s pretax
income share continued its slow, steady post-World War II decline. In the
early 1990s the (first) Bush administration and the Clinton administration
increased the top tax rate from 28% to 40%, yet the top 1%’s market
income share continued its sharp post-1979 rise. The (second) Bush
administration’s cuts in the early 2000s and the Obama administration’s
increase beginning in 2013 also appear to have had little or no impact.

FIGURE 13. Top statutory income tax rate and the top 1%’s income

share, United States
Data sources: Economic Report of the President; World Wealth and Income
Database.

Carola Frydman and Raven Molloy have looked closely at whether
compensation for top executives in large US firms changes in response to
shifts in top statutory tax rates. Drawing on data going back to the
1940s, they find no noteworthy correlation between top tax rates and
executive compensation.15
What does the experience of other countries suggest? The appendix has
time plots for 17 other rich nations, with data beginning in the mid1970s. In some of them — Australia, Canada, Ireland, New Zealand,
Norway, Portugal, and the UK, along with the US — we observe the
predicted increase in the top 1%’s income share when the top statutory
tax rate decreases. But in others — Denmark, France, Italy, Japan, the
Netherlands, Spain, and Sweden — we don’t.
What does the cross-country pattern tell us? Figure 14 shows the top
1%’s pretax income share as of 2007 by the average top statutory
income tax rate over the years 1979 to 2007. There is a negative
association: the share of income going to the top 1% is lower in nations
with higher top statutory tax rates.

FIGURE 14. Top 1%’s pretax income share in 2007 by top statutory
income tax rate in 1979-2007
The line is a linear regression line. Data sources: World Wealth and Income
Database; OECD. The correlation is -.46. “Asl” is Australia.

Yet there are many other contributors to the cross-country variation in
top-end income inequality. One way to get closer to identification of a true
causal effect is to examine whether changes in top tax rates are
associated with changes in top income shares. All of these countries
reduced top income tax rates during this period, but they differed
significantly in the degree of reduction. Did the nations with larger
decreases in top tax rates experience larger increases in their top 1%’s
income share? As figure 15 indicates, here too the association is negative,
but it is weaker and it disappears entirely if Denmark and the US are
excluded. Particularly noteworthy is that four English-speaking countries
— the US, the UK, Canada, and Australia — are among those with largest
increase in the top 1%’s income share even though only one of them, the
United States, enacted very large tax rate reductions.

FIGURE 15. Change in top 1%’s pretax income share by change in top
statutory income tax rate, 1979 to 2007
The lines are linear regression lines. The solid line includes all 18 countries; the
dashed line excludes Denmark and the United States. Data sources: World
Wealth and Income Database; OECD. The correlation is -.36 for all countries and .05 with Denmark and the US excluded. “Asl” is Australia.

Why isn’t the association stronger? Part of the reason, surely, is that
statutory tax rates aren’t necessarily a good proxy for effective tax rates.
Hiding behind statutory rates are an assortment of loopholes, deductions,
and “tax expenditures.” These reduce the effective tax rate on persons or
households with high incomes by shielding some, potentially much, of
their pretax income from taxation. Warren Buffett’s famous discovery
that he pays a lower effective federal income tax rate than his office staff
illustrates the point.16 Moreover, different parts of high incomes — salary,
business income, capital gains — may be taxed at different rates.17
Figure 16 gives a sense of this for the US case. It shows the top
statutory federal income tax rate along with the effective federal tax rate
paid (on average) by the top 1% of taxpayers. The top statutory rate
dropped sharply in the early 1960s and in the 1980s. The 1%’s effective
rate fell too, but far less.

FIGURE 16. Top statutory federal income tax rate and effective federal
tax rate on the top 1%, United States
Effective rate on top 1%: tax payments as a share of pretax income for the top 1%
of taxpayers. Federal taxes include personal income, corporate income, payroll,
and excise. Data source for the top effective tax rate line: Thomas Piketty and
Emmanuel Saez, data set for “How Progressive Is the U.S. Federal Tax System?,”
Journal of Economic Perspectives, 2007, elsa.berkeley.edu/~saez. Data source for
the lower effective tax rate line: Congressional Budget Office, “The Distribution of
Household Income and Federal Taxes, 2013,” Report 51361, 2016, supplemental
data, worksheet 1.

On the other hand, Kenneth Scheve and David Stasavage have assembled
estimates of effective tax rates paid by the top 0.01% in five other
countries — Canada, France, the Netherlands, Sweden, and the UK — and
they conclude that these effective rates have tended to move in sync with
the top statutory rate.18
Another reason why the association in figure 15 isn’t especially strong
may be that other institutions affect the degree to which those at the top
are able to grab more income in response to lower tax rates. This might
help account for why the large 1963 Kennedy tax cut in the United States
had little or no impact on the top 1%’s income share: perhaps unions or
large-firm norms were strongly opposed to high compensation levels for
executives, so CEOs who wished to sharply increase their compensation
were unable to do so.
Figure 17 offers some reason to think this is correct. It replicates figure
15 for the preceding period: 1960 to 1979. Here we see essentially no
association between changes in top statutory income rates and changes
in the top 1%’s share of pretax income.

FIGURE 17. Change in top 1%’s pretax income share by change in top
statutory income tax rate, 1960 to 1979
The lines are linear regression lines. The solid line includes all 14 countries; the
dashed line excludes the United States. Data sources: World Wealth and Income
Database; Thomas Piketty, Emmanuel Saez, and Stefanie Stantcheva, “Optimal
Taxation of Top Incomes: A Tale of Three Elasticities,” American Economic
Journal: Economic Policy, 2014, online dataset. The correlation is -.27 for all
countries and -.13 with the US excluded. “Asl” is Australia.

If the top statutory tax rate does affect pretax income inequality between
the top 1% and the bottom 99%, does that carry over to posttax
inequality? The answer is likely to be yes over time in the United States,
as the trend in posttax top-end inequality, shown in figure 10 (also figure
11) above, has been driven almost entirely by the trend in pretax
inequality. For understanding cross-country differences, we have no way
to judge, as comparable data for the top 1%’s posttax income share in
other nations aren’t available.
TAXES’ EFFECT ON THE ECONOMY
A key worry about taxation is that it weakens the financial payoff to work
effort, investment, innovation, and entrepreneurialism, and may thereby
reduce economic growth. Yet the experience of the world’s rich countries
over the past century suggests little if any negative impact of higher
19

taxes on growth performance.19
Peter Lindert has suggested that this may be a function of the tax mix.
Countries with higher tax revenues may rely disproportionately on
consumption taxes, and these, he says, create less in the way of
investment and work disincentives than do taxes on individual and
corporate income.20 Can we see this effect in the cross-country data?
Figure 18 plots (catchup-adjusted) economic growth from 1979 to 2007
by consumption taxes’ share of total tax revenues. Ireland appears to fit
the hypothesis nicely, but Ireland’s growth experience during these three
decades was exceptional in so many respects that attributing it to the
country’s tax mix would be dubious. If Ireland is discounted we see no
association. The same is true if the quantity of total tax revenues is
controlled for.

FIGURE 18. Consumption tax share and economic growth, 1979 to 2007
The line is a linear regression line, calculated with Ireland and Norway excluded.
Economic growth: average annual rate of change in GDP per capita, adjusted for
initial level (catch-up). Data source: OECD. Consumption tax share: consumption
tax revenues as a share of total tax revenues. Data source: OECD. The correlation
is -.38 (with Ireland and Norway excluded). “Asl” is Australia; “Aus” is Austria.

What about employment? Here research has tended to suggest reason
for worry about heavy use of payroll taxes. The concern has to do mainly
with the way in which these taxes raise the price of labor in lowproductivity services. Fritz Scharpf put the point as follows: “The negative
impact on service employment is particularly acute in those countries
which, like Germany and France, rely to a large extent on payroll taxes for
the financing of the welfare state…. In Germany, these contributions
presently amount to about 42% of the total wage paid by the employer….
If the net wage of the worker cannot fall below a guaranteed minimum
[the level of unemployment benefits and social assistance], the
consequence is that any social insurance contributions, payroll taxes, and
wage taxes that are levied on jobs at the lower end of the pay scale
cannot be absorbed by the employee but must be added to the total
labor cost borne by the employer…. As a consequence, a wide range of
perfectly decent jobs, which in the absence of payroll taxes would be
commercially viable, are eliminated from the private labor market.”21
Several studies have found supportive evidence: employment, particularly
in low-end services but also overall, has tended to grow more slowly in
nations with heavier payroll taxes.22
Figure 19 plots (catchup-adjusted) change in the employment rate
between the peak business cycle years of 1979 and 2007 by the payroll
tax share during this period. The pattern suggests a fairly strong

negative association. There are a number of other policies and institutions
that may influence employment growth and with which a high payroll tax
share is correlated across these countries, but controlling for them
doesn’t make the association go away.23

FIGURE 19. Payroll tax share and employment growth, 1979 to 2007
The line is a linear regression line, calculated with the Netherlands excluded.
Employment change: 2007 employment rate minus 1979 employment rate,
adjusted for initial level (catch-up). Data source: OECD. Payroll tax share: payroll
tax revenues (including social security contributions) as a share of total tax
revenues. Data source: OECD. The correlation is -.75 (with the Netherlands
excluded). “Asl” is Australia.

Is there a rationale for heavy payroll taxes? In the countries in which
payroll taxes are most significant — France, Germany, the Netherlands,
and Spain — the welfare state is “Bismarkian.”24 Pensions, unemployment
benefits, and sickness benefits are administered jointly by unions,
employers, and the state. These programs are financed by payroll taxes,
paid by both employers and employees. In these systems payroll tax
payments are referred to as “social security contributions” rather than
taxes. Though the programs operate on a pay-as-you-go basis — money
paid in goes directly to current beneficiaries — they are popularly viewed
as akin to private insurance. People tend to think of their contributions as
investments set aside to benefit them directly in the event of job loss,
illness, disability, or retirement. This is an illusion, but it’s an illusion that
has, arguably, underpinned the generosity of these programs. Were
these programs to be financed largely by income and/or consumption
taxes, they might end up being less generous because public support
would be narrower and shallower.
Nevertheless, there now is relatively widespread sentiment that the
employment cost of such heavy reliance on payroll taxes outweighs this
advantage, and so most of these countries have moved to alter this
financing structure and/or its impact on employment.25 Most, for
instance, have introduced partial or full exemptions on social contributions
for certain types of low-end jobs. The shifts have been relatively limited,
though, because this is a “insider-outsider” dilemma.26 While heavy
payroll taxes impose costs on the nonemployed, they underwrite
generous social insurance programs, so they are happily paid and strongly
supported by those with steady jobs and their families. It’s in the (shortterm) interest of these “insiders” to maintain the status quo.
WHAT’S THE BEST WAY FOR THE UNITED STATES TO
INCREASE TAXES?
In coming decades, the cost of Social Security and Medicare in the United

States will rise by 2% to 3% of GDP, due to the aging of the baby boom
generation. We have significant infrastructure deficiencies that need
repairing. And many Americans would benefit from the addition or
expansion of an array of public insurance programs — fully universal
health insurance, sickness insurance, paid parental leave, early education,
free or cheaper college, a larger Child Tax Credit and Earned Income Tax
Credit, and more. As a ballpark estimate, these additional expenditures
might total around 10% of GDP.
While increasing tax revenues by 10% of GDP would be a significant
change for the United States, it wouldn’t be unprecedented. During the
course of the twentieth century, revenues’ share of America’s GDP rose
by about 25 percentage points. And an increase of 10 percentage points
would put the US merely in the middle of the pack — not at the top —
among the world’s rich countries.27
What would be the best way to do this? Broadly speaking, there are two
options: “soak the rich” or “spread the burden.” As discussed above, rich
nations tend to do the latter. They have a relatively proportional tax
system, with everyone paying roughly the same share of their pretax
income in taxes. They do this instead of soaking the rich — taxing the rich
at much higher rates than everyone else — for two reasons. One is to
minimize tax resistance by the rich. The other is the need to go where the
money is; even if the rich have very high incomes, there aren’t that many
of them, so to generate a lot of revenue it’s usually necessary to spread
the tax burden up and down the income ladder.
As a presidential candidate in 2008, Barack Obama pledged to not
increase taxes for households with incomes in the bottom 95%. Hillary
Clinton, the Democratic nominee in 2016, has made the same pledge. In
the contemporary US context, there is some sense in focusing on those
at the top in the search for more revenue. The chief rationale for
progressive taxation is that those with more income can afford to pay a
larger share of that income than those with less.28 The incomes of
Americans in the middle and below have risen slowly over the past few
decades. Meanwhile, the incomes of those at the top have soared, so
they’re now able to pay a larger share of those incomes.
However, there’s a limit to how much additional tax revenue we can get
from those at the top. Here, for instance, is how much we would need to
increase the effective tax rate on various groups at the top in order to
increase tax revenues by just 1% of GDP29 :
Top 5% of households: 6 percentage points
Top 1% of households: 10 percentage points
Top 0.1% of households: 21 percentage points
Figure 20 shows the actual effective federal tax rate on the top 5% of
households going back to 1960. This includes all types of federal taxes —
personal income, corporate income, payroll, and excise. We have two
estimates of this tax rate, one beginning in 1960 and the other in 1979.
The dot for the year 2013 indicates what the effective tax rate on this
group would need to have been in that year in order to increase tax
revenues by 10% of GDP.30 It’s a very high rate, and one far above the
actual rate at any point in the past half century. Whether desirable or not,
this won’t find favor among policy makers.

FIGURE 20. Effective federal tax rate on the top 5% of incomes, United
States
Effective federal tax rate: tax payments to the federal government as a share of
pretax income. Federal taxes include personal income, corporate income, payroll,
and excise. The chart has two estimates of the actual rate. Data source for the top
line: Thomas Piketty and Emmanuel Saez, data set for “How Progressive Is the
U.S. Federal Tax System?,” Journal of Economic Perspectives, 2007,
elsa.berkeley.edu/~saez. Data source for the lower line: Congressional Budget
Office, “The Distribution of Household Income and Federal Taxes, 2011,” data set,
alternative income definition, worksheet 13. Calculation of the rate needed to
increase tax revenues by 10% of GDP is as follows: Get the total income of the top
5% of households by multiplying this group’s average income (from the World
Wealth and Income Database) by its number of households. Then divide 10% of
GDP by the group’s total income.

If getting the needed revenues solely from the rich is unlikely, where could
we get it? A multipronged approach might work. Here is one possibility:
5.0%: add a national consumption tax (VAT) at a rate of 12%, with
limited deductions or a small flat rebate
2.0%: return to the 2000 (pre-Bush) federal income tax rates for all
taxpayers
0.7%: increase the effective tax rate for the top 1% by 7 percentage
points
0.6%: end the mortgage interest tax deduction
0.7%: add a carbon tax
0.5%: add a financial transactions tax of 0.5% on trades
0.2%: increase the cap on the Social Security payroll tax so the tax
covers 90% of total earnings, as it did in the early 1980s
0.3%: increase the payroll tax by 1 percentage point
Begin with a national consumption tax. As figure 21 shows, the US raises
the least revenue from consumption taxes of any rich nation. Currently
we collect only about 5% of GDP in consumption taxes, almost entirely at
the state and local levels. Most other affluent countries collect 10% or
more.31 A value-added tax (VAT) at a rate of 12%, with limited
deductions, would likely bring in about 5% of GDP in revenue.32

FIGURE 21. Income tax revenues, payroll tax revenues, and consumption
tax revenues
Share of GDP. The data are for 2013. The countries are ordered according to total
tax revenues as a share of GDP. “Payroll” includes both payroll taxes proper and
social security contributions. For France, the symbol for income taxes isn’t visible
because income and consumption taxes each account for the same share of
GDP. Data source: OECD. “Asl” is Australia; “Aus” is Austria.

Because of its regressivity, the idea of a large consumption tax has yet to
be embraced by America’s left.33 The degree of regressivity can be
lessened by exempting more items from the tax 34 ; but the greater the
exemptions, the less revenue the tax will bring in. A better strategy might
be to offset the regressivity of a new consumption tax with other changes
to the tax system.
The right tends to object to a VAT for fear it will become a “money
machine” — a tax that can be steadily increased over time. But this fear is
based on a misreading of the experience of other rich nations. Some
countries have decreased their VAT rate, some have held it constant, and
most of those that have increased it did so mainly in the 1970s and early
1980s, when high inflation made such increases less noticeable.35 Some
argue that tax increases in rich countries since the 1960s have come
mainly via VAT increases, but as noted above, they’ve in fact come as
much or more via increases in income and payroll taxes.36
Second, we could return to the pre-Bush income tax rates for everyone.
This would increase revenues by about 2% of GDP.37
Third, we could raise income tax rates for those in the top 1% a bit
more.38 This could entail increasing the tax rate on personal income or
capital income, or both. Increasing the average effective tax rate for this
group by 7 percentage points would generate about 0.7% of GDP. The
effective tax rate on the top 1% currently is 33%.39 An increase of 7
percentage points, to a 40% effective rate, would hardly be confiscatory.
Fourth, we could get rid of the tax deduction for interest paid on
mortgage loans. This would increase revenues by about 0.6% of GDP.
The aim of the mortgage interest deduction is to boost home ownership,
but other affluent nations, such as Australia and Canada, have
homeownership rates comparable to ours or higher without a tax
incentive. Moreover, most of this deduction goes to households in the top
fifth of incomes.40 Few in the middle or below benefit from it.

Fifth, a carbon tax could generate about 0.7% of GDP in revenues. The
United States arguably should have a carbon tax anyway, in order to shift
resources away from activities that contribute to climate change.
Sixth, a modest tax on financial transactions, such as purchases of stock
shares, would bring in about 0.5% of GDP. Opponents warn that this
might cause trading to flee to other financial centers that don’t have such
a tax, but the United Kingdom has long had one in place without any
apparent damage.
Seventh, we could increase the cap on earnings that are subject to the
Social Security payroll tax. A person’s earnings above $118,500 (as of
2015) are not subject to the tax. Because a growing share of total
earnings in the US economy has gone to those at the top in recent
decades, a growing share has been exempt from the tax. In the early
1980s, about 90% of earnings was subject to the Social Security payroll
tax; this has dropped to below 85%.41 Raising the cap to get back to
90% would increase tax revenues by about 0.2% of GDP.
Finally, to get an additional 0.3% of GDP, bringing the total to 10%, we
could increase the payroll tax by 1 percentage point (half a percentage
point on employees and half a point on employers).42 This would leave the
payroll tax rate well below that in many European countries, and almost
certainly below the level at which it would be a significant deterrent to
employment.
This is just one of many possible ways to increase tax revenues.43 And I
haven’t even included potential gains from improving collection of unpaid
taxes and reducing the use of tax havens.44 The point is that the
technical details of getting an additional 10% of GDP are not difficult.
SUMMARY
Many Americans would prefer to pay less in taxes, but they already pay
less than their counterparts in nearly all other rich democratic countries.
Moreover, after rising for a good bit of the twentieth century, US tax
revenues have been flat since the mid-1960s, at about 25% of GDP.
(Total government revenues continued to increase up to the year 2000.)
Some argue that this taxation stagnation is a product of our lack of a
national consumption tax, such as a VAT. Adding such a tax surely would
help to generate more revenue. But that doesn’t mean it’s necessary.
Nations that increased tax revenues in the 1960s, 1970s, and 1980s did
so just as much via income taxes as via consumption (or payroll) taxes.
Around 1990, tax revenues flattened out in all affluent countries. While
many developments probably contributed — shifts in the ideology of right
and left parties, union decline, public opposition to further tax increases,
among others — the most important may have been the growing threat
of capital flight due to financial globalization.
Taxes help to reduce income inequality. Their main contribution is indirect:
taxes fund the transfers that redistribute income. For this reason, the
quantity of revenues a country raises turns out to matter more for
inequality reduction than the progressivity of its tax system.
High top statutory tax rates reduce top-end inequality in the pretax
distribution of income, though this effect is likely small.

A key concern about taxation is that higher levels will hurt the economy.
Heavy reliance on payroll taxes seems to reduce employment. But the
record over the past century offers no observable adverse effect of high
overall levels of taxation on either economic growth or employment
growth.
America’s policy makers may want or need to increase tax revenues in
coming decades. The technical details of doing so, even if the aim were to
boost revenues by as much as 10% of GDP, are not difficult. Nor would
such an increase be unprecedented; the rise that occurred between 1915
and 1965 was far larger. But contrary to the hopes of some on the US
left, a large increase in revenues would require spreading the burden
beyond the richest 5% of households.
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In the world’s rich democratic nations, government taxes and spends a
significant portion — 30% to 60% — of economic output. This isn’t, for
the most part, a consequence of rent-seeking special interests or narrowminded bureaucrats expanding their turf. It’s a product of affluence. As
people and nations get richer, they are willing to allocate more money to
insure against economic risks such as income loss and unexpected large
expenses. They also are willing to pay more for fairness — extension of
opportunity and security to the less fortunate.1
But as government gets bigger, does the economy suffer? It’s easy to
see how it could. Bigger governments may be more prone to adopt
policies that stifle business, reduce competition among firms, or waste
resources. They may run up debts that channel resources into interest
payments instead of productive activity. High taxes may weaken financial
incentives for innovation, investment, and work effort.
On the other hand, government can boost the economy in various ways.2
When government protects safety and property and enforces contracts, it
facilitates business activity. Enforcement of antitrust rules enhances
competition. Schools boost human capital. Roads, bridges, and other
infrastructure grease the wheels of business activity. Limited liability and
bankruptcy provisions encourage risk taking. Affordable high-quality
childcare increases parental employment and boosts the capabilities of
less-advantaged kids. Access to medical care improves health and reduces
anxiety. Child labor restrictions, antidiscrimination laws, minimum wages,
job safety regulations, consumer safety protections, unemployment
insurance, and a host of other policies help ensure social peace.
An economy will be healthier with some government than with none, but
there surely is some point beyond which government spending and taxing
hurts the economy. The question is: Where is that tipping point?
It would be nice if social scientists could locate the tipping point with a
theoretical model or a computer simulation. Alas, we can’t. We need
empirical evidence. There are many potential sources of such evidence:
observational studies of individual behavior, experiments, comparisons
across cities or regions, and more. The most informative evidence comes
from the experiences of the affluent nations. This is a small and diverse
set of countries, and they haven’t been randomly assigned to groups in

an experimental design, so we need to be cautious in drawing inferences.
But there is no substitute for trying to learn what we can from these
countries’ experiences. What do they tell us?
DOES BIG GOVERNMENT MEAN HEAVY REGULATORY
BURDENS ON BUSINESS?
Public provision of social services and transfers is paternalistic.
Government takes money from us and spends it to ensure economic
security, expand opportunity, and enhance living standards. In doing so it
reduces individual freedom.3
That isn’t especially objectionable. A few diehard libertarians may believe
that individual liberty should trump all other considerations, but virtually
everyone supports government paternalism in the form of property
protection, traffic lights, and food safety regulations, to mention just a
few examples. And many people support public social programs. When
basic needs are met, we tend to prefer more security, broader
opportunity, and confidence that living standards will improve over time.
We are willing to allocate some of our present and future income to
guarantee these things, and we are willing to allow government to take on
that task. That’s why public social programs tend to expand in size and
scope as nations grow richer.
When countries opt for a large public safety net, does government also
tend to impose heavy regulations that make it difficult for firms to operate
effectively? The World Bank regularly assesses the ease of doing business
in most of the world’s countries. Each country is scored on how easy it is
to start a business, deal with construction permits, get electricity, register
property, pay taxes, trade across borders, get credit, protect minority
investors, enforce contracts, resolve insolvency, and flexibly employ labor.
The scores on these eleven aspects of doing business are then combined
to establish an overall score for each nation. These scores are shown on
the vertical axis in figure 1.

FIGURE 1. Government size and ease of doing business
The data are for 2014. Ease of doing business: average score on ease of starting
a business, dealing with construction permits, getting electricity, registering
property, paying taxes, trading across borders, getting credit, protecting minority
investors, enforcing contracts, resolving insolvency, and flexibly employing labor.
Data source: World Bank Group, “Doing Business 2015: Comparing Business
Regulations for Domestic Firms in 189 Countries,” table 1.1. Government
expenditures: share of GDP. Includes all levels of government: central, regional,
and local. Data source: OECD, data.oecd.org. “Asl” is Australia; “Aus” is Austria.

A few countries with high government spending, most notably Italy,

Belgium, and France, do score low on ease of doing business. But others,
such as Denmark, Finland, and Sweden, score quite high. These latter
nations tax and spend heavily while still giving economic actors
considerable freedom to start and operate a business, allocate capital, hire
and fire employees, and engage in all manner of economic activities. This
approach is sometimes called “flexicurity.” Government permits individuals
and firms substantial economic liberty, with one exception: they pay a
significant share of their earnings to the collectivity. This revenue is used
to enhance security and opportunity and to ensure that prosperity is
widely shared across the society.
DOES BIG GOVERNMENT MEAN BAD GOVERNMENT?
The more a government taxes and spends, according to some, the more
it invites lobbying by interest group for favors and the more opportunity
and incentive it creates for policy makers and other public officials to
dispense such favors.4 Larger governments may also create more layers
of bureaucracy, impeding effective decision making. Does government
performance worsen as its revenues and expenditures increase?
There are various ways to measure the quality of government.5 A
common measure is the World Bank’s “government effectiveness”
indicator, which attempts to gauge public and expert perceptions of the
quality of public services, the quality of the civil service and the degree of
its independence from political pressures, the quality of policy formulation
and implementation, and the credibility of the government’s commitment
to such policies. Figure 2 shows the relationship between countries’
scores on this measure and their level of government spending. There is
no association. Countries with bigger governments don’t tend to have
less effective ones.6

FIGURE 2. Government size and government quality
The data are for 2014. Government effectiveness attempts to capture perceptions
of the quality of public services, the quality of the civil service and the degree of its
independence from political pressures, the quality of policy formulation and
implementation, and the credibility of the government’s commitment to such
policies. The data set includes most of the world’s countries, so “moderate” and
“high” government effectiveness are relative to this larger group. Data source:
Stefan Dahlberg, Sören Holmberg, Bo Rothstein, Anna Khomenko, and Richard
Svensson, Quality of Government Basic Dataset, version Jan16, Quality of
Government Institute, University of Gothenburg, series wbgi_gee, using data from
the World Bank. Government expenditures: share of GDP. Includes all levels of
government: central, regional, and local. Data source: OECD. “Asl” is Australia;
“Aus” is Austria.

Another potential problem with government policy is excessive complexity
— complicated government programs with an array of overlapping rules,

benefits, and exemptions.7 The United States, for instance, has an
assortment of programs and regulations that facilitate access to medical
care: Medicare, Medicaid, S-CHIP, the Veteran’s Administration, tax breaks
for employer contributions to employee health insurance, health care
exchanges run by the federal and state governments in which private
insurers compete for customers, a requirement that private insurance
plans don’t exclude people with preexisting conditions, a requirement that
private plans allow parents to include their children up through age 25,
and much more. Our tax system, with its multitude of deductions and
exemptions, is equally complex. The IRS Taxpayer Advocate Service
estimates that the direct and indirect costs of complying with the US tax
code total more than $150 billion a year, or 1% of GDP.8 The chief
beneficiaries are industries, firms, and affluent individuals who lobby for
and are best positioned to take advantage of the multitude of specific
provisions and exemptions. Simpler would be better.
Policy complexity in the United States is mainly a result of government’s
structure rather than its size. The policy making process is ridden with
veto points that allow legislative opponents and interest groups to insert
loopholes and special benefits in exchange for allowing proposed policies
to go forward. The fact that we have multiple layers of government —
federal, state, local — adds an additional layer of complexity.
But don’t larger government programs inherently tend to be more
complex? No. Social Security is one of our biggest government programs,
but it also is very simple. A “Medicare for All” healthcare system would
increase government expenditures’ share of GDP, but it would be much
less complex. A tax system with fewer loopholes could raise more revenue
and be simpler.
DO BIGGER GOVERNMENTS RUN UP LARGE DEBTS?
“To spend is to tax,” Milton Friedman once averred. But what if
governments that spend a lot don’t, or can’t, generate enough revenues
to pay for their expenditures? They may accumulate large debts, the
repayment of which diverts resources away from productive economic
activity.
As it turns out, that’s not what we observe when we look across the
world’s affluent democratic nations. As figure 3 shows, there is no
correlation between government expenditures and government debt.
Indeed, some of the countries that spend the largest portion of their
GDP, the Nordic countries, are among the most likely to raise enough
revenues to pay for those expenditures.

FIGURE 3. Government size and government debt

Government net debt: government financial liabilities minus government financial
assets, measured as a share of GDP. Higher on the vertical axis indicates larger
debt. The pattern is similar for gross debt (government financial liabilities).
Government expenditures: share of GDP. Data source: OECD. Norway, which has
a negative net debt of better than 200% of GDP, is omitted.

DOES BIG GOVERNMENT REDUCE COMPETITION?
Competition drives innovation and economic dynamism. Does an increase
in the size of government tend to weaken competition? On one view, the
answer is yes. According to Luigi Zingales, “When government is small
and relatively weak, the most effective way to make money is to start a
successful private-sector business. But the larger the size and scope of
government spending, the easier it is to make money by diverting public
resources. After all, starting a business is difficult and involves a lot of
risk. Getting a government favor or contract is easier, at least if you have
connections, and is a much safer bet.”9
What do we observe when we compare across rich nations? The vertical
axis of figure 4 has an indicator of the degree of competition in product
markets. Competition is measured here as the degree of intensity of local
competition, the degree to which corporate activity is spread across many
firms rather than dominated by a few, the degree to which anti-monopoly
policy effectively promotes competition, and the absence of barriers to
imports. The scoring for each of these elements is based on a survey of
executives conducted by the World Economic Forum. Though not a
foolproof measure of competition, this is likely to be a reasonably accurate
one.
The figure shows that nations with big governments are just as likely as
those with small governments to have competitive product markets.

FIGURE 4. Government size and product market competition
The data are for 2014. Product market competition: average responses by
executives in each country to four questions: (1) How would you assess the
intensity of competition in the local markets in your country? 1 = limited in most
industries; 7 = intense in most industries. (2) How would you characterize
corporate activity in your country? 1 = dominated by a few business groups; 7 =
spread among many firms. (3) To what extent does anti-monopoly policy promote
competition in your country? 1 = does not promote competition; 7 = effectively
promotes competition. (4) In your country, to what extent do tariff and non-tariff
barriers limit the ability of imported goods to compete in the domestic market? 1 =
strongly limit; 7 = do not limit. Data source: World Economic Forum, The Global
Competitiveness Report 2014-15. Government expenditures: share of GDP.
Includes all levels of government: central, regional, and local. Data source: OECD,
data.oecd.org. “Asl” is Australia; “Aus” is Austria.

Why is it that bigger governments don’t necessarily reduce competition?
One reason is that firms and other economic actors may care more about
shaping government regulations in their favor than about getting
government money. Consider the United States. Government taxes and
spends less in the US than in most other rich countries, and Americans
embrace competition. Yet the US economy is riddled with rules,
regulations, and practices that inhibit competition or privilege particular
firms and industries. Half-hearted antitrust enforcement allows corporate
behemoths to maintain market share and profitability despite little
innovation. Patents limit competition in pharmaceuticals, computer
software, entertainment, and a slew of other product markets.10
Licensing, credentialing, and certification requirements for occupations or
particular types of businesses dampen competition in product markets
ranging from medical care to legal services to education to taxi
transportation to hairdressing and beyond.11 Zoning restrictions and
historic preservation designations limit expansion of housing units in large
cities by imposing building height restrictions and preventing new
construction on much of the land.12 The federal government’s practice of
allowing some banks to become “too big to fail” gives those banks an
advantage over competitors; they can engage in riskier strategies, with
potentially higher profit margins, than can others.13
A second reason is that firms’ efforts to get money from government
include lobbying for preferential tax treatment. When they succeed, the
result is less government revenue, not more — a smaller government
rather than a larger one.
Third, the hypothesis that big government results in less competition fails
to consider the types of programs on which government spends money.
Public insurance programs mainly transfer money to individuals; they offer
little opportunity for firms or interest groups to grab a piece of the pie.
That is largely true of government provision of services as well.
Opportunity for large-scale diversion of public resources is present mainly
in government service programs that rely on private provision, such as
the US military or Medicare’s prescription drug benefit.
The hypothesis that higher government spending will lessen competition
in product markets is a plausible one. But across the world’s rich
countries, that’s not what we observe.
IS BIG GOVERNMENT BAD FOR INNOVATION?
It’s common to assert that higher taxes and government spending reduce
innovation. Daron Acemoglu, James Robinson, and Thierry Verdier offer
an interesting version of the argument.14 They hypothesize that countries
choose between two types of capitalism. “Cutthroat” capitalism provides
large financial rewards to successful entrepreneurship. This yields high
income inequality, but it stimulates lots of entrepreneurial effort and
hence is conducive to innovation. “Cuddly” capitalism features less
financial payoff to entrepreneurs and more generous cushions against
risk. This yields modest income inequality but less innovation.
Acemoglu and colleagues say their model might help us understand
patterns of innovation and economic growth in the United States and the
Nordic countries — Denmark, Finland, Norway, and Sweden. America’s
cutthroat capitalism successfully fosters lots of innovation. Because of
technological spillover from the US, the Nordics, which have opted for
cuddly capitalism, enjoy economic growth comparable to the US. But if
America were to decide to go cuddly, innovation would slow, according to

the model, and both sets of nations would then grow less rapidly.
Are incentives to innovate really weaker in the Nordic countries? Consider
Sweden. It has less income inequality and more generous public social
programs than the US, but while Swedish CEOs and financial players don’t
pull in American-style paychecks and bonuses in the tens of millions, there
is little to prevent a Swedish entrepreneur from accumulating large sums.
In the 1990s Sweden instituted a major tax reform, reducing marginal
rates and eliminating loopholes and deductions. Corporate income and
capital gains tax rates were lowered to 30%, and the personal income tax
rate to 50%. Later the wealth tax was done away with. In the early
2000s, a writer for Forbes magazine mused that Sweden had transformed
itself from a “bloated welfare state” into a “people’s republic of
entrepreneurs.”15
If incentives to innovate are significantly weaker in Sweden than in the US,
when did the difference emerge? An indicator of financial incentives for
entrepreneurs is the top 1%’s share of household income. An indicator of
the extent of cushions against risk is government expenditures’ share of
GDP. Both are shown in figure 5, going back to 1910. The two countries
were similar until the second half of the twentieth century. Government
spending began to diverge in the 1960s, and income inequality diverged in
the 1970s.

FIGURE 5. When did the US go “cutthroat” and Sweden go “cuddly”?
Top 1%’s income share: share of pretax income, excluding capital gains. Data
source: World Wealth and Income Database. Government expenditures:
government spending as a share of GDP. Data sources: Vito Tanzi, Government
versus Markets, Cambridge University Press, 2011, table 1; OECD.

According to Acemoglu and colleagues’ logic, then, incentives for
innovation in the US were weakest in the 1960s and 1970s. Yet there was

plenty of innovation in the 1960s and 1970s, including notable advances
in computers, medical technology, and other fields.
Given that the (hypothesized) cross-country difference in incentives
emerged in the 1960s or 1970s, if modest inequality and generous
cushions are bad for innovation we would expect the Nordic nations today
to be far behind the United States. However, innovation rankings
consistently place the Nordic countries on par with the US, or only slightly
behind. The World Economic Forum’s Global Competitiveness Index for
2015-16 rates Finland as the world’s second-most innovative nation,
ahead of the United States, with Sweden and Denmark close behind. The
2015 Cornell-Insead-WIPO Global Innovation Index ranks Sweden third,
the United States fifth, Finland sixth, and Denmark tenth.16
If Acemoglu and colleagues are correct about the value of financial
incentives in spurring innovation, we should see this reflected not only in
the United States but also in other nations that have low-to-moderate
government spending and relatively high income inequality, such as
Australia, Canada, Ireland, New Zealand, and the United Kingdom. But as
figure 6 indicates, the innovation rankings suggest that these other
cutthroat capitalist countries tend to be less innovative than the Nordics,
not more.

FIGURE 6. Government size and innovation
Innovation rank: average innovation ranking for 2015 according to the Global
Competitiveness Report and the Global Innovation Index. Data sources: World
Economic Forum, The Global Competitiveness Report 2015-2016, pillar 12, table
5; Cornell University, Insead, and WIPO, The Global Innovation Index 2015, p. xxx.
Government expenditures: government spending as a share of GDP, 2000-2014.
Data source: OECD.

The comparative and historical data offer little, if any, support for the
notion that big government is bad for innovation.
IS BIG GOVERNMENT BAD FOR EMPLOYMENT?
Working-age French, Belgians, and Germans spend, on average, about
1,000 hours a year in paid employment. In the United States, Switzerland,
and Japan, by contrast, the average is 1,200 to 1,300. That’s a big
difference. Is it due to differences in the size of government?
These averages are determined by the share of people who have a paying
job and by the number of hours they work over the course of a year. In
the United States, for instance, the employment rate in 2014 was 68%
and those employed worked an average of 1,790 hours (.68 x 1,790 ≈
1,200). In France, the employment rate was 64% and the average

number of hours worked was 1,490 (.64 x 1,490 ≈ 950).17
Because they reduce the financial reward to paid work, high taxes may
reduce employment.18 On the other hand, some people might work more
when taxes are higher, in order to reach their desired after-tax income.
And lots of other things affect people’s calculations about whether and
how much to work, including wage levels, employment and working time
regulations, paid vacation time and holidays, availability and generosity of
government income transfers, access to health insurance and retirement
benefits, the cost of services such as childcare, and preferences for work
versus leisure.19
Figure 7 shows the association between government size and employment
across the rich countries. The pattern is consistent with the notion that
high taxes reduce work hours.

FIGURE 7. Government size and employment
The line is a linear regression line. The data are for 2014. Employment hours:
employment rate (employed persons as a share of the population age 15-64)
multiplied by average yearly employment hours per employed person. Data
source: OECD, Employment Outlook 2015, tables B and L. Government revenues:
share of GDP. Includes all levels of government: central, regional, and local. Data
source: OECD. “Asl” is Australia; “Aus” is Austria.

But knowledgeable comparativists will notice a familiar clustering of
countries in this graph.20 One group, in the lower-right corner, includes
France, Belgium, Italy, Germany, and the Netherlands. These countries,
along with Austria, have several features that might contribute to low
employment hours. One is strong unions. Organized labor has been the
principal force pushing for a shorter work week, more holiday and vacation
time, and earlier retirement. These nations also have been characterized
by a preference for traditional family roles — breadwinner husband,
homemaker wife. This preference, often associated with Catholicism and
Christian Democratic political parties, is likely to influence women’s
employment rates and work hours. It is manifested in lengthy paid
maternity leaves, lack of government support for childcare, income tax
structures that discourage second earners within households, and
practices such as German school days ending at lunch time and French
schools being closed on Wednesday afternoons. These countries also
fund their social insurance programs via heavy payroll taxes, the kind
most likely to discourage employment growth in low-end services.21
A second group consists of the four Nordic nations: Denmark, Sweden,
Finland, and Norway. These countries too have strong unions. But they
also have had electorally successful social democratic parties, which have
promoted high employment.22 Denmark and Sweden, in particular, have

led the way in using active labor market programs to help get young or
displaced persons into jobs, public employment to fill gaps in the private
labor market, and government support for childcare and preschool to
facilitate women’s employment.
A third group of countries, in the upper-left corner, includes Australia,
Canada, Japan, Korea, New Zealand, and the United States. These nations
have relatively weak labor movements and limited influence of social
democratic parties and Catholic traditional-family orientations.
The other five countries — Ireland, Portugal, Spain, Switzerland, and the
United Kingdom — are a hodgepodge.23
Based on their institutional-political makeup, we would expect the weaklabor countries to have comparatively high employment hours, the socialdemocratic countries to be intermediate, and the traditional-family-roles
countries to have low hours. As figure 8 indicates, that’s exactly what we
see.

FIGURE 8. Institutional-political group and employment
The data are for 2014. Employment hours: employment rate (employed persons
as a share of the population age 15-64) multiplied by average yearly employment
hours per employed person. Data source: OECD, Employment Outlook 2015,
tables B and L. Institutional-political group: see the text for description. “Asl” is
Australia; “Aus” is Austria.

If we adjust statistically for institutional-political group membership, the
negative association between tax levels and work hours shown in figure 7
disappears. Differences in union strength, in preferences for traditional
family roles, and in the influence of social democratic parties, rather than
taxation, are the likely source of differences in employment hours across
the world’s rich nations.24
IS BIG GOVERNMENT BAD FOR ECONOMIC GROWTH?
So does big government harm the economy? The best single indicator is
economic growth — growth of per capita GDP.
Data on government revenues are available for the United States going
back to the early 1900s. The first chart in figure 9 shows that revenues
rose from the 1910s through the 1990s and then leveled off. All told,
government revenues increased by approximately 25 percentage points,
from less than 10% of GDP to around 35%.
The second chart in the figure shows GDP per capita all the way back to

1890. The data are displayed in log form in order to focus on the rate of
growth. The straight line represents what the data would look like if the
economic growth rate had been perfectly constant. The actual data points
hug this line. In other words, despite occasional slowdowns and
speedups, the rate of per-capita GDP growth in the United States has
been essentially constant for the past 120 years.25 We’ve gone from
being a country with relatively small government to one with medium-size
government, and in the course of doing so, we’ve suffered no slowdown
in economic growth.26

FIGURE 9. Government size and economic growth in the United States
Government revenues: share of GDP. Includes all levels of government: federal,
state, and local. The line is a loess curve. Data sources: for 1960-2007, OECD; for
1946-55, Economic Report of the President, 2011, tables B-79, B-86; for 1913-25,
Vito Tanzi, Government versus Markets, Cambridge University Press, 2011, pp. 9,
92 (with a minor adjustment). GDP per capita: natural log of inflation-adjusted GDP
per capita. A log scale is used to focus on rates of change. The vertical axis does
not begin at zero. The line is a linear regression line; it represents a constant rate
of economic growth. Data source: Angus Maddison, “Statistics on World
Population, GDP, and Per Capita GDP,” ggdc.net/maddison/oriindex.htm.

Now let’s look at two big-government countries: Denmark and Sweden.
Figures 10 and 11 show trends in government revenues and in economic
growth for these two nations. In both, government revenues jumped
sharply, especially in the decades after World War II. Revenues stopped
rising around 1990, flattening out in Denmark and falling back a bit in
Sweden. Just like the United States, these two countries have had a
virtually constant rate of economic growth since the late 1800s. A very
large increase in the size of government didn’t knock either country off its
growth path.

FIGURE 10. Government size and economic growth in Denmark
For data descriptions and sources, see the note to figure 9.

FIGURE 11. Government size and economic growth in Sweden
For data descriptions and sources, see the note to figure 9.

A possible exception is Sweden around 1990. At the end of the 1980s,
government revenues in Sweden reached 65% of GDP. Shortly thereafter,
the country had a severe economic downturn. By 1995, revenues had
dropped to 60% of GDP and the economy returned to its long-run
growth path. The onset of the early-1990s crisis stemmed mainly from
deregulation of Swedish financial markets and the government’s pursuit of
fiscal austerity during the downturn. But given the coincidence in timing, it
could be argued that government taxing and spending at 65% of GDP is
too high. Maybe that’s correct. If we follow that logic, however, then we
must conclude that 60% of GDP, the level of government revenues when
the Swedish economy returned to solid growth, is not too high.
When the United States is compared to countries such as Denmark and
Sweden, a common objection is that the latter are small and
homogenous.27 But the point here isn’t to compare or contrast these
countries. The point is that developments over time within each of the
three countries tell a similar tale. In each, government taxing and
spending rose substantially — in the United States to about 35% of GDP,
in Denmark and Sweden as high as 60% — with no apparent impact on
economic growth.
Some might still object that only a small, homogenous nation can have a
big government without hurting economic growth. The story would be
that a large, heterogeneous country such as the US may do just fine with
a rise in government up to 35% of GDP, but beyond 35% growth will slow
down. It’s conceivable that this is true, but the story is based on
assumption rather than evidence, so there is reason for skepticism.
Let’s extend the inquiry to the full set of rich longstanding democratic
nations, concentrating, for reasons of data availability, on the recent era.
Given the shifts in the world and domestic economies in the 1970s, I
focus on the 1980s, 1990s, and 2000s.28 Specifically, I look at the period
from 1979 to 2007 (both of these years were business-cycle peaks).
When comparing economic growth across nations, it’s necessary to
adjust for a process known as “catch-up,” whereby countries that begin
the period with lower per capita GDP grow more rapidly simply by virtue of
starting behind.
Figure 12 shows the average level of government revenues (horizontal
axis) and the average catch-up-adjusted economic growth rate (vertical
axis) in these countries between 1979 and 2007. There is no association
between government size and economic growth. More thorough crosscountry studies have tended to reach a similar conclusion.29

FIGURE 12. Government size and economic growth
The data are for 1979-2007. The line is a linear regression line, with Ireland and
Norway excluded. Economic growth: average annual rate of change in GDP per
capita, adjusted for initial level (catch-up). Data source: OECD. Government
revenues: share of GDP. Includes all levels of government: central, regional, and
local. Data source: OECD. “Asl” is Australia; “Aus” is Austria.

OTHER EVIDENCE?
Most of the evidence I’ve looked at here compares across the world’s rich
nations in recent years or decades. It would be helpful to consider a
longer period and examine changes over time. Unfortunately, with the
exception of economic growth, we can’t. In most of these countries
government size hasn’t changed much since the mid-1980s, so to assess
the effect of changes we need to go farther back time. But measures for
most of the hypothesized consequences of big government — ease of
doing business, government effectiveness, competition, innovation, and
employment hours — are only available for recent years.
What about comparing across the US states? Here too we have limited
data: most of the relevant indicators aren’t available for the states. Also,
government taxing and spending at the state level is much smaller in
quantity than at the federal level, so it isn’t clear how much state
differences in government size are likely to matter for economic outcomes.
SUMMARY
There are lots of reasons to hypothesize that when government spends
and taxes more, economic performance may suffer. And there
undoubtedly is some level of taxing and spending beyond which it will
suffer. The evidence suggests, though, that the world’s rich
longstanding-democratic nations probably haven’t passed that tipping
point. Countries with higher taxes and government spending don’t tend
to have heavier regulatory burdens on business, less effective
government, higher government debt, less product market competition,
less innovation, less work effort, or slower economic growth.
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Public goods, services, and transfers boost living standards, reduce
insecurity, improve health, and equalize opportunity.1 But in the course of
achieving these valuable goals, do government programs impinge on
freedom, weaken civil society, and reduce happiness?
Critics of modern government often assert that they do. “The state can
gravely threaten the space for private life,” says Yuval Levin. “It can do
so,” he explains, “by invading that space and attempting to fill it, and by
collapsing that space under the weight of government’s sheer size, scope,
and cost. Both dangers have grown grave and alarming in our time.”2
Several decades earlier, Milton and Rose Friedman warned of a “major evil”
of public social programs: “their effect on the fabric of our society. They
weaken the family … and limit our freedom.”3
FREEDOM
Because they are funded mainly by taxes, government programs restrict
people’s ability to do what they wish with their income, and in this sense
government plainly does reduce freedom.4 By how much? Figure 1 shows
effective tax rates in the United States for households at various points
along the pretax income distribution. An “effective tax rate” is calculated
as taxes paid divided by pretax income. Americans with pretax incomes in
the bottom fifth pay, on average, about 20% of their income in taxes.
Those with incomes in the middle pay about 27%. Those at the top (in
the top 1%) pay about 33%. Whether this constitutes a significant
curtailment of freedom is in the eye of the beholder.

FIGURE 1. Effective tax rates in the United States
Taxes paid as a share of pretax income. The tax rates are averages for the
following groups: p0-20, p20-40, p40-60, p60-80, p80-90, p90-95, p95-99, p100
(top 1%). Includes all types of taxes (personal and corporate income, payroll,
property, sales, excise, estate, other) at all levels of government (federal, state,
local). The data are for 2015. Data source: Citizens for Tax Justice, “Who Pays
Taxes in America in 2015?,” using data from the Institute on Taxation and
Economic Policy.

The more interesting question is whether government impinges on
freedom in other respects. Three are of particular interest.
It is sometimes assumed that a government overseeing an expansive and
generous set of public social programs will inevitably also exert a heavy
regulatory hand, limiting the freedom of firms and workers to make
decisions in pursuit of their interests.5 Figure 2 shows that, among the
world’s rich longstanding-democratic nations, that assumption is wrong.
On the vertical axis is each country’s average score for five types of
“economic freedom” — the absence of heavy regulation — according to
the Heritage Foundation, a conservative think tank. On the horizontal axis
is government spending as a share of GDP. Higher-spending nations
don’t tend to be heavier regulators.

FIGURE 2. Government size and light economic regulation
Light economic regulation: average score for business freedom, labor freedom,
trade freedom, investment freedom, and financial freedom. Scale is 0 to 100. The
data are for 2016. Data source: Heritage Foundation, heritage.org/index.
Government expenditures: share of GDP. Includes all levels of government:
national, regional, local. Average over 2000-2014. Data source: OECD. “Asl” is
Australia; “Aus” is Austria. The correlation is -.11.

What about freedom for ordinary individuals? Does a big-taxing and -

spending government reduce our ability to pursue the kind of life we wish
to lead? The Cato Institute, a libertarian think tank, has assembled a
“personal freedom index” that measures legal protection, security,
freedom of movement, freedom of religion, freedom of association,
assembly, and civil society, freedom of expression, and freedom in
relationships. Figure 3 suggests no incompatibility between big
government and individual liberty.

FIGURE 3. Government size and personal freedom
Personal freedom: average score for legal protection, security, freedom of
movement, freedom of religion, freedom of association, assembly, and civil
society, freedom of expression, and freedom in relationships. Scale is 0 to 10.
2012. Data source: Ian Vasquez and Tanja Porcnik, The Human Freedom Index,
Cato Institute, 2015, table 2. Government expenditures: share of GDP. Includes all
levels of government: national, regional, local. Average over 2000-2014. Data
source: OECD. “Asl” is Australia; “Aus” is Austria. The correlation is +.40.

An additional source of information about freedom is public opinion
surveys. Since 2005 the Gallup World Poll has asked a representative
sample of adults in various countries whether they are satisfied or
dissatisfied with their freedom to choose what they do with their life. The
vertical axis in figure 4 shows the share responding “satisfied” in each
country. As the figure reveals, citizens in countries with heavier
government expenditure totals aren’t more likely to see their lives as
constrained or limited.

FIGURE 4. Government size and freedom to make life choices
Freedom to make life choices: share responding “satisfied” to the question “Are
you satisfied or dissatisfied with your freedom to choose what you do with your
life?” Average over 2005-2016. Data source: Gallup World Poll, via the World
Happiness Report 2017, online appendix. Government expenditures: share of
GDP. Average over 2000-2014. Includes all levels of government: national,
regional, local. Data source: OECD. “Asl” is Australia; “Aus” is Austria. The

correlation is +.22.

Indeed, government programs often enhance freedom. Anu Partanen’s
comparison of her native Finland with her adopted country, the United
States, highlights this point. Partanen finds that many Americans don’t
have access to high-quality, affordable health insurance, child care,
housing in good school districts, college, and senior care. This, she points
out, diminishes not only Americans’ security but also their freedom6 :
“Most people, including myself, assumed that part of what made the
United States a great country, and such an exceptional one, was that you
could live your life relatively unencumbered by the downside of a
traditional, old-fashioned society: dependency on the people you
happened to be stuck with. In America you had the liberty to express your
individuality and choose your own community. This would allow you to
interact with family, neighbors, and fellow citizens on the basis of who you
were, rather than on what you were obligated to do or expected to be
according to old-fashioned thinking. The longer I lived in America … the
more puzzled I grew. For it was exactly those key benefits of modernity —
freedom, personal independence, and opportunity — that seemed, from
my outsider’s perspective, in a thousand small ways to be surprisingly
missing from American life today…. In order to compete and to survive,
the Americans I encountered and read about were … beholden to their
spouses, parents, children, colleagues, and bosses in ways that
constrained their own liberty.”

CIVIL SOCIETY
Another worry about big government is that it will erode or discourage
intermediary institutions such as families, voluntary organizations, and
perhaps even friendship bonds.
One view about how this plays out is offered by Charles Murray, who links
it to happiness 7 :
“Happiness consists of lasting and justified satisfaction with life as a
whole…. Once you start to think through the kinds of accomplishments
that lead people to reach old age satisfied with who they have been and
what they have done, you will find (…) that the accomplishments you
have in mind have three things in common. First, the source of
satisfaction involves something important. We can get pleasure from
trivial things, but pleasure is different from deep satisfaction. Second, the
source of satisfaction has involved effort, probably over an extended
period of time. The cliche ‘Nothing worth having comes easily’ is true.
Third, some level of personal responsibility for the outcome is
essential….
“When the government intervenes to help, whether in the European
welfare state or in America’s more diluted version, it not only diminishes
our responsibility for the desired outcome, it enfeebles the institutions
through which people live satisfying lives. There is no way for clever
planners to avoid it. Marriage is a strong and vital institution not because
the day-to-day work of raising children and being a good spouse is so
much fun, but because the family has responsibility for doing important
things that won’t get done unless the family does them. Communities are
strong and vital not because it’s so much fun to respond to our
neighbors’ needs, but because the community has the responsibility for
doing important things that won’t get done unless the community does

them…. When the government says it will take some of the trouble out of
doing the things that families and communities evolved to do, it inevitably
takes some of the action away from families and communities….
“Europe has proved that countries with enfeebled family, vocation,
community, and faith can still be pleasant places to live. I am delighted
when I get a chance to go to Stockholm or Paris. When I get there, the
people don’t seem to be groaning under the yoke of an oppressive
system. On the contrary, there’s a lot to like about day-to-day life in the
advanced welfare states of western Europe. They are great places to
visit. But the view of life that has taken root in those same countries is
problematic. It seems to go something like this: The purpose of life is to
while away the time between birth and death as pleasantly as possible,
and the purpose of government is to make it as easy as possible to while
away the time as pleasantly as possible — the Europe Syndrome.
“Europe’s short workweeks and frequent vacations are one symptom of
the syndrome. The idea of work as a means of self-actualization has
faded. The view of work as a necessary evil, interfering with the higher
good of leisure, dominates. To have to go out to look for a job or to have
to risk being fired from a job are seen as terrible impositions. The
precipitous decline of marriage, far greater in Europe than in the United
States, is another symptom. What is the point of a lifetime commitment
when the state will act as surrogate spouse when it comes to paying the
bills? The decline of fertility to far below replacement is another symptom.
Children are seen as a burden that the state must help shoulder, and
even then they’re a lot of trouble that distract from things that are more
fun.”

This is a plausible hypothesis (or set of hypotheses). Let’s start with
family. It’s conceivable that by reducing the need to have a partner to
help with the breadwinning and childrearing, government services and
transfers will cause fewer people to commit to long-term family
relationships. But if so, we might expect family to have weakened
considerably when universal K-12 schooling (kindergarten, elementary,
and secondary) was established, and that didn’t happen. Still, perhaps
adding paid parental leave, child care, preschool, a child allowance, and
other government supports has pushed the big-government countries
past the tipping point.
What do the cross-country data tell us? Marriage isn’t a helpful indicator
here. The institution has fallen out of favor in many western European
countries, but that doesn’t necessarily mean there are fewer long-term
relationships. A better measure is the share of children living in a home
with two parents. Figure 5 has this on the vertical axis, with government
expenditures as a share of GDP on the horizontal axis. According to this
measure, family isn’t weaker in countries with bigger governments.

FIGURE 5. Government size and two-parent households
Children in two-parent households: share of children age 0 to 14 who live in a
household with both a mother and father. 2014. Data source: OECD Family
Database, table SF1.3.A. Government expenditures: share of GDP. Includes all
levels of government: national, regional, local. Average over 2000-2014. Data
source: OECD. “Asl” is Australia; “Aus” is Austria. The correlation is -.12.

For the United States, we have data going back to the early twentieth
century for a comparable measure — the share of children living with both
of their biological parents at age 16 (and thus likely throughout their
childhood). Figure 6 shows the over-time pattern, along with that for
government spending as a share of GDP. Government size increased
sharply from the early 1900s until the mid-1960s. Since then it has
continued to grow, but at a much slower pace. During the years in which
government size was increasing rapidly, the share of children growing up
with both parents held steady at about 75%. In the mid-1960s it began
to decline, falling to about 55% in the 2010s.
This isn’t what we would expect to observe if big government is a major
contributor to family decline. It’s conceivable that government size
reached a tipping point around 1960 or 1965, sending family stability on a
downward path thereafter even though there was little additional rise in
government expenditures. But it seems unlikely that the United States
reached such a tipping point given that many countries with bigger
governments have more two-parent households (figure 5).

FIGURE 6. Government size and two-parent households in the United
States
Government expenditures: share of GDP. Includes all levels of government:
federal, state, and local. The lines are loess curves. Data sources for the lower
line: for pre-1948, Vito Tanzi, Government versus Markets, Cambridge University
Press, 2011, table 1.1; for 1948ff, Economic Report of the President, various years.
Data source for the upper line: OECD. Two-parent households: share of children
living with both biological parents at age 16. Decade averages. Data source:
General Social Survey, sda.berkeley.edu, series family16.

Have people in big-government countries stopped having kids? According
to Murray, expansive and generous public social programs foster a culture
in which children are seen as a burden and a distraction from the fun
things in life. This too turns out to be wrong, as figure 7 shows. Across
the rich democratic countries, there is no association between
government size and fertility.

FIGURE 7. Government size and fertility
Fertility rate: average number of children born per woman. 2014. Data source:
OECD Family Database, chart SF2.1.A. Government expenditures: share of GDP.
Includes all levels of government: national, regional, local. Average over 20002014. Data source: OECD. “Asl” is Australia; “Aus” is Austria. The correlation is
+.21.

What about participation in voluntary organizations? Yuval Levin contends
that “progressive social policy … has sought to make civil society less
essential by assigning to the state many of the roles formerly played by
religious congregations, civic associations, fraternal groups, and charities,
especially in providing help to the poor.”8 Historically, Americans have
been prolific participators.9 Is that because the United States has fewer
and stingier public insurance programs than most other affluent
countries? In figure 8 we see a negative association across the rich
countries between government spending and the share of adults who say
they are an active member of a civic group or organization, but the
association is quite weak.
Consider the United States and Sweden, two countries that contrast
sharply in the expansiveness and generosity of their public insurance
programs. If big government has the effect of quashing or crowding out
civic engagement, we ought to observe significantly more participation in
civic groups by Americans than by Swedes. The World Values Survey asks
about active membership in eight types of groups: religious, sportsrecreation, art-music-education, charitable, professional, labor union,
environmental, and consumer. Each country has been surveyed three
times over the past two decades. It turns out the difference between the
two countries is fairly small. When we average across these eight types of
groups, 10% of Swedes say they are active members compared to 14%
of Americans. And that small difference owes heavily to religious groups,
with only 6% of Swedes reporting active membership compared to 36%
of Americans.

FIGURE 8. Government size and civic engagement
Active group membership: share of adults who say they are an active member of a
civic group or organization. Average for eight types of organization: religious,
sports-recreation, art-music-education, charitable, professional, labor union,
environmental, consumer. Question: “Now I am going to read off a list of voluntary
organizations. For each organization, could you tell me whether you are an active
member, an inactive member, or not a member of that type of organization?”
Average over 2005-2014. Data source: World Values Survey,
worldvaluessurvey.org. Government expenditures: share of GDP. Includes all
levels of government: national, regional, local. Average over 2000-2014. Data
source: OECD. “Asl” is Australia. The correlation is -.21.

Robert Putnam has compiled data on membership rates in 32 national
chapter-based associations that existed throughout much of the
twentieth century in the United States. Figure 9 shows that the era when
the size of government expanded most sharply, between 1915 and 1965,
was also the heyday of rising civic participation. The subsequent decline of
civic engagement occurred during a period when government size
increased much more slowly.

FIGURE 9. Government size and civic engagement in the United States
Government expenditures: share of GDP. Includes all levels of government:
federal, state, and local. The lines are loess curves. Data sources for the lower
line: for pre-1948, Vito Tanzi, Government versus Markets, Cambridge University
Press, 2011, table 1.1; for 1948ff, Economic Report of the President, various years.
Data source for the upper line: OECD. Organization membership: includes the
Parent-Teacher Association (PTA), Boy Scouts, Girl Scouts, 4-H, League of
Women Voters, Knights of Columbus, Rotary, Elks, Kiwanis, Jaycees, Optimists,
American Legion, Veterans of Foreign Wars, the NAACP, B’nai B’rith, Grange, Red
Cross, and more. Data source: Robert D. Putnam, Bowling Alone: The Collapse
and Revival of American Community, Simon and Schuster, 2000, figure 8.

Even if modern big government does crowd out some intermediary
organizations, it’s worth asking whether that is bad. Consider safety and
property protection. This can be provided by voluntary intermediary

organizations, such as local militias, but it’s done more effectively and
fairly (because rules ensure that everyone gets access to the service, the
accused have rights, and so on) by a government police force. Similarly,
voluntary “savings clubs” might help to address the problem of people
setting too little aside for retirement, but it’s much more effective and
efficient to create a government pension program such as Social Security.
The point here isn’t that public programs are always better. In some
instances they are; in others they aren’t. The point is that we shouldn’t
fetishize civic engagement. Less of it isn’t necessarily a societal loss.10
What about family and groups as a source of social support? Yuval Levin
suggests that “As the national government grows more centralized, and
takes over the work otherwise performed by mediating institutions —
from families and communities to local governments and charities —
individuals become increasingly atomized.”11 One measure comes from the
Gallup World Poll, which regularly asks “If you were in trouble, do you
have relatives or friends you can count on to help you whenever you need
them, or not?” The comparative pattern, shown in figure 10, suggests no
adverse impact of big government.

FIGURE 10. Government size and social support
Social support: share responding yes to the question “If you were in trouble, do you
have relatives or friends you can count on to help you whenever you need them, or
not?” Average over 2005-2016. Data source: Gallup World Poll, via the World
Happiness Report 2017, online appendix. Government expenditures: share of
GDP. Includes all levels of government: national, regional, local. Average over
2000-2014. Data source: OECD. “Asl” is Australia; “Aus” is Austria. The correlation
is -.22 (excluding South Korea).

According to Levin, in the United States “we have set loose a scourge of
loneliness and isolation,” partly as a consequence of government
expansion and its purported impact on civil society.12 Yet the most
thorough look at available data on isolation and loneliness in the US, by
Claude Fischer, concludes that neither has in fact increased.13
HAPPINESS
In Charles Murray’s view, big government tends to reduce happiness.
According to the hypothesis, this happens partly via a weakening of
families and civil society. As we’ve just seen, the evidence doesn’t support
this worry.
Another potential pathway is employment. In European nations with
cushy welfare states, says Murray, “the idea of work as a means of selfactualization has faded. The view of work as a necessary evil, interfering
with the higher good of leisure, dominates. To have to go out to look for

a job or to have to risk being fired from a job are seen as terrible
impositions.” Here too the data say otherwise. Figure 11 suggests no
association between the size of government and the share of the
working-age population in paid employment.14

FIGURE 11. Government size and employment
Employment rate: employed persons age 25-64 as a share of the population age
25-64. The data are for 2015. Data source: OECD. Government expenditures:
share of GDP. Includes all levels of government: national, regional, local. Average
over 2000-2014. Data source: OECD. “Asl” is Australia; “Aus” is Austria. The
correlation is -.13.

So Murray’s hypothesized pathways through which big government might
reduce happiness — family, civil society, employment — don’t pan out in
the real world. Is there, however, a direct effect? If government supports
and cushions take too much of the struggle out of life, perhaps we’ll feel
too little sense of accomplishment to be genuinely happy.
The first thing to note here is that where government has made life
easier, that usually has been a good thing. Think of protection of life and
property, clean water, clean air, sewage and trash removal, roads, parks,
and schooling, among many others. Second, technological advance and
private enterprise have done as much as government, and probably a
good bit more, to take the trouble out of life. Few of us any longer grow
or hunt our food, make our clothes, build the house we live in, and so on.
Nor do we have to walk or ride a horse to get to work, wash clothes and
dishes by hand, or go to a library to get answers to important questions.
Still, it’s conceivable that there is a point beyond which happiness might
decline because government makes life too easy. Have existing countries
reached such a point? Figure 12 suggests they haven’t. The average level
of life satisfaction tends to be as high in big-government countries, such
as the Nordics, as in those with medium-size governments, such as
Switzerland and the United States.15

FIGURE 12. Government size and life satisfaction
Life satisfaction: average score. Scale is 0 to 10. Question: “Please imagine a
ladder, with steps numbered from 0 at the bottom to 10 at the top. The top of the
ladder represents the best possible life for you and the bottom of the ladder
represents the worst possible life for you. On which step of the ladder would you
say you personally feel you stand at this time?” Average over 2014-2016. Data
source: Gallup World Poll, via the World Happiness Report 2017, online appendix.
Government expenditures: share of GDP. Includes all levels of government:
national, regional, local. Average over 2000-2014. Data source: OECD. “Asl” is
Australia; “Aus” is Austria. The correlation is +.10.

SUMMARY
Do the gains from government goods, services, and transfers come at
the cost of reduced freedom, weakened civil society, and diminished
happiness? The experience of the world’s affluent democratic countries
suggests that, at least so far, the answer is no.
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Happiness consists of some combination of three elements: life
satisfaction, which involves an appraisal of the overall condition of one’s
life; positive feelings, such as pleasure and joy; and negative feelings,
such as worry, frustration, anger, and sadness. Though happiness isn’t
the only outcome on which a society should be judged, it clearly matters.
And for some it is at the top of the list.1
Two facts about happiness in the United States are puzzling. First,
despite a variety of favorable developments, Americans haven’t, on
average, gotten happier over the past four and a half decades. Second,
despite our comparative affluence, Americans are only in the middle of the
happiness pack among the world’s rich nations. But before exploring
these puzzles, how do we measure happiness and what are its chief
determinants?
MEASURING HAPPINESS
Scientists measure happiness mainly via public opinion surveys. People are
asked questions such as:
“Taken all together, how would you say things are these days —
would you say that you are very happy, pretty happy, or not too
happy?”
“All things considered, how satisfied are you with your life as a whole
these days?” Respondents are instructed to indicate their satisfaction
on a scale of 0 to 10.
“Please imagine a ladder, with steps numbered from 0 at the bottom
to 10 at the top. The top of the ladder represents the best possible
life for you and the bottom of the ladder represents the worst
possible life for you. On which step of the ladder would you say you
personally feel you stand at this time?”
Since the early 1970s, the General Social Survey (GSS) has regularly
asked a representative sample of American adults the happiness question.
In five-year intervals since the early 1980s, the World Values Survey has
asked happiness and life satisfaction questions in a number of countries.
Since 2005, the Gallup World Poll has asked adults in most of the world’s
nations the ladder question.2
Can we trust these measures to accurately tap people’s subjective wellbeing? Yes. Responses tend to correlate strongly with the assessments
of friends and family and with clinical assessments. There is no indication

of desirability bias in responses. When the same people are asked these
survey questions over time, their responses tend to be consistent, with
predictable changes in the face of major life shocks such as divorce and
unemployment. And when people are asked both the happiness question
and the life satisfaction question, their answers are strongly correlated.3
DETERMINANTS OF HAPPINESS
What causes happiness? For any given person, genetics and unique
individual circumstances play an important role. But scientists have
identified a number of external factors that also tend to have an
influence.4
Income. If we look across individuals or countries, those with higher
income tend to be happier. This used to be conventional wisdom. Then, in
the mid-1970s, Richard Easterlin posited that income boosts happiness
only up to a point, after which it yields no further benefit.5 This came to
be known as the “Easterlin paradox.” Recent studies with improved data
tell us that the old view is correct.6 Additional income increases happiness
less at high income levels than at low income levels, but the increase does
continue at high levels. Figure 1 shows the pattern across individuals in
the United States, and figure 2 shows the pattern across countries.7
We see this not only in the pattern across persons or countries at a
particular point in time. It’s also the case that as nations get richer over
time, their average happiness tends to increase. Betsey Stevenson and
Justin Wolfers have examined over-time developments in eleven nations
for which good data are available, and they find that in almost all of them
economic growth has produced rising subjective well-being.8

FIGURE 1. Happiness by income across Americans
Each dot represents households in an income range of $5,000 (e.g., $50,001 to
$55,000), in inflation-adjusted dollars. The line is a loess curve. Average
happiness, with not too happy coded as 0, pretty happy as 5, and very happy as 10.
1972 to 2016. Sample size: 51,000. Data source: General Social Survey,
sda.berkeley.edu, series happy, coninc.

FIGURE 2. Life satisfaction by GDP per capita across countries
2015. The dots are countries. The line is a loess curve. Life satisfaction: scale is 0
to 10. GDP per capita: in purchasing-power-parity-adjusted dollars. Data sources:
Gallup World Poll and World Bank, via the World Happiness Report 2017, online
appendix.

Income inequality. People compare their income to others, so relative
income, not just the absolute level, may affect happiness. If so, higher
levels of income inequality will tend to reduce happiness.9
Unemployment. Being unemployed decreases happiness. In the General
Social Survey data, for example, 32-36% of people employed full-time,
employed part-time, or “keeping house” say they are very happy,
compared to just 18% of those who are unemployed.10
Work conditions. Autonomy at work tends to increase happiness. Work
stress and a long commute to work are associated with lower
happiness.11
Labor market flexibility. In rich countries, life satisfaction tends to be
higher where there aren’t stiff regulations limiting hiring and firing.12
Education. People with more education tend to be happier, though the
payoff comes largely via higher income.13
Age. Among adults, happiness tends to decrease steadily until middle age
— the late forties — and then begins to rise.14
Physical health. Physical health is positively associated with happiness.
Obesity has a separate happiness-reducing effect. Perceived physical
health may matter more for happiness than actual physical health.15
Mental health. Poor mental health, such as diagnosed depression or
anxiety disorder, is one of the best predictors of low happiness.16
Social support, family, friends. Having someone to count on in time of
trouble, being married, and having close friends are positively associated
with happiness.17
A generous welfare state. Average life satisfaction is higher in countries
with public insurance programs that provide a more generous cushion to
people who fall victims to economic and social risks.18
Freedom to make life choices. Persons who feel they have the freedom to
choose what to do with their life tend to be happier.19

Individualism. People tend to be happier in societies with “individualist”
rather than “collectivist” value orientations. This refers to cultural norms
that encourage people to think of themselves as autonomous individuals
as opposed to norms that encourage conformity or obedience to
authority.20
Tolerance. Tolerance of diverse lifestyles is positively associated with
happiness.21
Trust. Trust in other people is positively associated with happiness.22
Religiosity. Frequency of attendance at religious services is positively
associated with happiness, though this may be chiefly because it increases
friendships.23
Quality of government. People in countries with greater perceived
government effectiveness tend to be happier, and when government
effectiveness increases, happiness tends to rise.24
Can happiness increase? People have a strong propensity to adapt to
changes in life circumstances and revert to their earlier level of happiness.
Yet average happiness in a country can and does change, for two
reasons. First, adaptation is partial; some individuals do experience lasting
changes in happiness over time.25 Second, even if the happiness of
particular individuals remains constant, if average happiness among
younger cohorts is higher, cohort replacement will produce a rise in overall
average happiness over time.
WHY HASN’T HAPPINESS INCREASED IN THE UNITED
STATES?
Figure 3 shows the average level of happiness and life satisfaction among
American adults since the early 1970s. Both measures have been
essentially flat, perhaps with a decline since around 2000. Figure 4 shows
the shares responding not too happy, pretty happy, and very happy to
the General Social Survey’s happiness question. Between the early 1970s
and 2000, the pretty happy share increased and both the not too happy
and very happy shares fell, yielding little if any change in average
happiness. Since 2000, the very happy share has declined and the not
too happy share has increased.

FIGURE 3. Average happiness and life satisfaction
Happiness: Calculated with not too happy scored as 0, pretty happy scored as 5,
and very happy scored as 10. Question: “Taken all together, how would you say
things are these days — would you say that you are very happy, pretty happy, or not
too happy?” Data source: General Social Survey, series happy. Life satisfaction

(dark line): Scale from 1 (completely dissatisfied) to 10 (completely satisfied).
Question: “All things considered, how satisfied are you with your life as a whole
these days?” Data source: World Values Survey. Life satisfaction (light line):
Question: “Please imagine a ladder, with steps numbered from 0 at the bottom to
10 at the top. The top of the ladder represents the best possible life for you and the
bottom of the ladder represents the worst possible life for you. On which step of
the ladder would you say you personally feel you stand at this time?” Data source:
Gallup World Poll, via the World Happiness Report 2017.

FIGURE 4. Happiness
Data source: General Social Survey, sda.berkeley.edu, series happy.

The lack of increase in happiness since the early 1970s is surprising
because a number of known happiness boosters have improved during
this period:
Rising GDP per capita
Rising educational attainment
Improved physical health
Lower unemployment
Greater tolerance
The United States has gotten richer. GDP per capita doubled between
1972 and 2016 (in inflation-adjusted dollars).26 This ought to have
increased happiness. Educational attainment has increased. For instance,
the share of American adults with four years of college or more rose from
12% in 1972 to 33% in 2015.27 Life expectancy has increased from 71
years in 1972 to 79 in 2016.28 Even with the deep economic downturn in
2008 and subsequent slow recovery, the unemployment rate fell from an
average of 7% during 1972-1990 to 6% during 1991-2016.29 And
Americans have grown increasingly tolerant. For example, the share
saying homosexuality is “always wrong” dropped from 73% in 1973 to
40% in 2016.30
Given these developments, what accounts for the lack of increase in
average happiness? Do these happiness boosters no longer have an
impact? While that’s possible, the stagnation in happiness is more likely
due to a variety of offsetting developments:
Slow household income growth
Rising income inequality
Declining perceived physical health and more obesity
Less marriage
Reduced trust
Declining religiosity

Longer commute time
The baby boom and happiness over the life cycle
For most Americans, the income growth that’s occurred since the early
1970s may have been too slow to improve happiness. While GDP per
capita has nearly doubled, median household income has risen only
modestly. And that increase owes mainly to the fact that more and more
households have shifted from one earner to two, so lots of Americans
may feel no better off despite substantial economic growth.31 Moreover,
since the 1970s income inequality has risen sharply in the United States,
so if Americans are making relative comparisons, many may feel their
economic situation has gotten worse rather than better.32
Perceived health among American adults didn’t improve in the 1970s,
1980s, or 1990s and then decreased in the mid-to-late 2000s.33 The
incidence of obesity increased sharply in the 1980s and 1990s and then
stayed constant in the 2000s.34 The share of 35-to-64-year-olds who are
married declined from 88% in the early 1970s to 63% in 2016.35 The
share of Americans saying “most people can be trusted” dropped from
48% to 32%.36 Attendance at religious services has decreased in recent
decades.37 Average commute time has increased steadily since the
1970s.38 The movement of the large baby boom generation through the
happiness life cycle may also have depressed average happiness; baby
boomers (born 1946 to 1964) were on the downward part of the
happiness life-cycle curve beginning in the late 1970s and began reaching
the low point (late forties) around 1990.
So the explanation for stagnant happiness among Americans seems to be
that while a number of happiness boosters have improved, their impact
has been offset by lack of improvement, or worsening, of some important
happiness depressors.
WHY AREN’T AMERICANS HAPPIER THAN THEIR
COUNTERPARTS IN OTHER RICH NATIONS?
Figure 5 shows country averages for the Gallup World Poll’s life
satisfaction question. The United States is in the middle of the pack.
Figure 6 shows the association between life satisfaction and GDP per
capita among these countries. The pattern is consistent with that in
figures 1 and 2, but the US underperforms. It lies below the line, ranking
third in affluence but only thirteenth in life satisfaction. Why is that?

FIGURE 5. Life satisfaction in 21 rich nations
Average life satisfaction. Scale is 0 to 10. Question: “Please imagine a ladder, with
steps numbered from 0 at the bottom to 10 at the top. The top of the ladder

represents the best possible life for you and the bottom of the ladder represents
the worst possible life for you. On which step of the ladder would you say you
personally feel you stand at this time?” Data source: Gallup World Poll, via the
World Happiness Report 2017, online appendix.

FIGURE 6. Life satisfaction by GDP per capita across rich nations
2015. The line is a loess curve. Life satisfaction: scale is 0 to 10. GDP per capita:
in purchasing-power-parity-adjusted dollars. Data sources: Gallup World Poll and
World Bank, via the World Happiness Report 2017, online appendix.

Here too it makes sense to think about happiness boosters and
depressors that might offset America’s comparatively high GDP per capita.
Prime suspects include:
Income inequality
Education
Health: longevity and obesity
Family
Social support
Public insurance generosity
Trust
Freedom to make life choices
If the effect of income on a person’s happiness is partly relative — that is,
affected by their position in comparison to others in their society — then
countries with higher income inequality should tend to have lower
happiness. Income inequality is greater in the United States than in any
other affluent nation.39
The US is middling or below on several measures of educational
attainment, including college completion among recent cohorts, the share
of adults with at least secondary education, and literacy.40
In health, America is at or near the bottom among the rich countries. The
US has the lowest life expectancy and the highest incidence of obesity.41
The US has one of the lowest shares of households consisting of a
couple, and the highest with just one adult.42
The Gallup World Poll includes a question asking “If you were in trouble,
do you have relatives or friends you can count on to help you whenever
you need them, or not?” This is a good predictor of life satisfaction, and
Americans are less likely than their counterparts in a number of other rich
nations to say they have someone they can count on to help.43

The United States has a less expansive and generous set of public
insurance programs than do many of the countries with higher levels of
life satisfaction.44
Compared to other rich nations, Americans are middle-of-the-pack when
it comes to trusting others.45
Another Gallup World Poll question asks “Are you satisfied or dissatisfied
with your freedom to choose what you do with your life?” On average,
those who respond “satisfied” tend to have higher levels of life
satisfaction. Despite the emphasis on liberty in the United States,
respondents in the Nordic countries and some others are more likely than
Americans to say they feel free in this respect.18
HOW CAN WE INCREASE HAPPINESS?
Larger increases in income for ordinary Americans — both in absolute
dollars and relative to those at the top — probably would help. So would
boosting educational attainment, lowering unemployment, reversing the
rise in obesity, reducing commute time, and expanding public insurance
programs. As it happens, these are all win-win strategies in the sense
that they would be valuable in and of themselves, apart from their impact
on subjective well-being.
But we don’t have a good sense of which approach would help most.
There are many plausible culprits for why happiness hasn’t increased in
the United States over the past four decades, and researchers haven’t
provided a compelling assessment of their relative importance. Though
our understanding of happiness has improved significantly, we have a
long way yet to go.
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Most of us would like a long life. Longevity isn’t necessarily the best
indicator of health, but it’s surely among the ones we care about most.
Our chief measure of longevity is life expectancy — the average number of
years of life expected among the population.
Americans’ life expectancy is high and rising, which is good news. But
three aspects of the longevity story in the United States are less
encouraging. First, given our affluence and our heavy spending on
healthcare, Americans’ life expectancy is surprisingly low compared to
other rich nations, and it has risen very little. Second, the gap in longevity
between Americans with more and less income has widened in recent
decades. Third, since 1999 the death rate for middle-aged whites has
increased.
LIFE EXPECTANCY IN THE US IS HIGH AND RISING
As figure 1 shows, life expectancy in the United States increased from 50
years in 1900 to 70 years in 1960 to just shy of 80 years in 2014. This
near-doubling in a little more than a century is remarkable. And while the
pace at which life expectancy rises has slowed, the rise has continued.

FIGURE 1. Life expectancy
Years of life expectancy at birth. Data source: Centers for Disease Control,
National Center for Health Statistics, National Vital Statistics Reports.

Figure 2 shows trends over the past several decades in the ten most
significant sources of death prior to age 75. We’ve made a good bit of
progress in reducing premature mortality by the biggest sources — heart

disease, cancer, and accidents — as well as by lung disease, stroke, and
homicide.

FIGURE 2. Potential years of life lost prior to age 75
Per 100,000 population. Age-adjusted data. Data source: National Center for
Health Statistics, Health, United States, 2015, table 18.

AMERICANS DON’T LIVE AS LONG AS THEY SHOULD
As a country gets richer, its citizens tend to live longer.1 Apart from oilrich Norway, the United States is the most affluent of the world’s
longstanding-democratic nations.2 Yet when it comes to length of life, we
fare poorly compared to these other nations. As figure 3 shows, as
recently as 1980 we were in the middle of the pack among this group.
Since, then, however, life expectancy for Americans has increased at a
slower pace than in any other rich nation, and as of 2013 (the most
recent year of comparable data) we stood last in line, with a life
expectancy more than a year below that of the next-lowest country.

FIGURE 3. Life expectancy
Years of life expectancy at birth. The vertical axis doesn’t begin at zero. Data
source: OECD. “Asl” is Australia; “Aus” is Austria.

Our low life expectancy is particularly startling given how much money we
spend on healthcare. Figure 4 shows that healthcare expenditures as a
share of national income (GDP) are far higher in the US than in any other
rich democratic country, and they’ve increased the most over the past
half century. Yet our longevity has increased the least.

FIGURE 4. Life expectancy by health expenditures
The data points are years, from 1970 to 2013. The lines are loess curves. Life
expectancy: years at birth. Health expenditures: public plus private, as a share of
GDP. Data source: OECD. The other countries are Australia, Austria, Belgium,
Canada, Denmark, Finland, France, Germany, Ireland, Italy, Japan, the
Netherlands, New Zealand, Norway, Portugal, Spain, Sweden, Switzerland, and
the United Kingdom.

It isn’t clear what accounts for this. The United States is in the middle of
the pack for most of the main causes of death, including cancer, heart
disease, and accidents, and our improvement in recent decades has been
on par with that of most other rich nations.3 Cigarette smoking has
decreased as rapidly as in most other countries, from 42% of American
adults in 1965 to 17% in 2014.4 Suicide, a significant and
underappreciated cause of death, hasn’t declined; but that’s true in many
other rich nations too, and our suicide rate is about average among those
countries.5 Our homicide rate is much higher than that of other affluent
countries, but it has decreased more rapidly than in most others.6
Obesity is more common in the US than in any other rich nation, and it
has increased quite rapidly, but analysts aren’t sure how much this
contributes to premature death.7
What is clear is that, in terms of longevity, Americans tend to get
comparatively little bang for their buck.
NARROWING AND WIDENING LONGEVITY GAPS
Race has long been among America’s most pronounced, and most
troubling, axes of inequality, and that’s as true for longevity as for other
aspects of well-being. At the beginning of the twentieth century, African
Americans lived, on average, about fifteen years less than whites.8 This
gap diminished over the course of the century. As figure 5 shows, in 1980
it was seven years. By 2014 it had decreased to four years — about the
same as the gap between the US and Japan (figure 3 above). Deaths from
most major sources have been falling faster among black Americans than
among whites.9

FIGURE 5. Life expectancy by race
Years of life expectancy at birth. The vertical axis doesn’t begin at zero. Data
source: Centers for Disease Control, National Center for Health Statistics, Health,
United States, 2015, figure 18.

Longevity also differs by income, and here the gap has been growing over
time rather than shrinking. Figure 6 shows the trend since 1980 in life
expectancy by income group (for males at age 50). Americans in the top
two income quintiles have seen significant gains in life expectancy, while
those in the bottom two haven’t. In 1980 the gap between Americans in
the top quintile and those in the bottom was five years. By 2010 it had
jumped to thirteen years.

FIGURE 6. Life expectancy by income
Years of life expectancy for males at age 50. The vertical axis doesn’t begin at zero.
Data source: Ronald Lee et al, The Growing Gap in Life Expectancy by Income,
National Academies Press, 2015, figure 3-2.

It isn’t a surprise that people with more income tend to live longer than
those with less. Income is correlated with a variety of health behaviors
that matter for longevity: higher-income individuals are less likely to
smoke, they tend to have better diets, and they exercise more. They also
tend to experience less stress. The quantity and quality of medical
services to which people have access also varies by income.10
What’s less clear is whether, and how much, these differences have
increased over the past generation, and what effect that has had on the
income gap in longevity.11 The rate of smoking has fallen less rapidly
among lower-income Americans than among those with higher incomes.12
The income disparity in medical care very likely has increased; between
1980 and 2010 the share of Americans without health insurance

increased, and most of those lacking insurance have low to moderate
income.13 Differences in healthcare provision between more-affluent urban
areas and poorer rural areas appear to have widened. And the gap in
income itself has grown, though mostly between those at the very top
and everyone else.14 Yet not all health determinants have diverged
according to income. While lower-income Americans are more likely to be
overweight or obese than those with higher incomes, the income gap in
obesity actually has shrunk in recent decades.15
THE DEATH RATE FOR MIDDLE-AGED WHITES HAS
INCREASED
Death rates have been falling over time. Although the rate of decrease
has varied across countries and groups, all have experienced an absolute
improvement. Around 1999, however, the fall in mortality reversed course
among middle-aged whites in the United States. Figure 7 shows data from
a paper by Anne Case and Angus Deaton published in 2015 that first
brought this to public attention.16 During the 1990s the death rate for
non-Hispanic white Americans aged 45-54 fell, as it did for similarly-aged
persons in other affluent nations and for Hispanics in the US. But then, at
the end of the 1990s, it began to rise (slowly), and that rise continued for
the remainder of the period shown in the chart. A similar but weaker shift
occurred among 35-to-44-year-olds and 55-to-59-year-olds.17

FIGURE 7. Death rate among middle-aged non-Hispanic whites and
seven comparison groups
Deaths per 100,000 persons. Age 45-54. Data source: Anne Case and Angus
Deaton, “Rising Morbidity and Mortality in Midlife among White Non-Hispanic
Americans in the 21st Century,” PNAS, 2015, figure 1. “Asl” is Australia.

Case and Deaton find that the death rate from many key sources, such as
heart disease and cancer, continued to decline. But beginning in the late
1990s this was offset by a large increase in mortality due to accidental
poisoning, and to a lesser extent to suicide and liver disease.18
Why did this happen?
One hypothesis points to rising economic insecurity. For middle-aged
whites, particularly those with limited education, the period since the turn
of the century has featured stagnant or falling employment, wages, and
household income.19 However, economic insecurity seems unlikely to have
been a significant contributor, for a number of reasons.20
Trends in wages, household incomes, and economic security in the US
were about the same from 1979 to 1995 as they were in the 2000s.21 Yet

the death rate for middle-aged whites increased only in the latter period,
not in the former.
Since the late 1970s, wages and household incomes have increased more
rapidly among Americans with a four-year college degree or more than
among those with less education, but there was no break in this pattern
around the turn of the century. For mortality, however, we do observe a
break; the mortality rise since 1999 has been much larger among those
with less education.22
Around 80% of middle-aged whites are homeowners. From 1999 to 2006,
the first half of the period in which the white mortality rate increased,
home values appreciated rapidly. So even though many were experiencing
job insecurity and wage and income stagnation, quite a few also enjoyed a
significant increase in wealth.23 Yet the rise in the death rate among
middle-aged whites was, if anything, faster during this period than in the
period of falling home prices after 2006.
The Great Recession of 2008-09 increased economic insecurity among
middle-aged whites. Employment rates dropped, and household incomes
shrank.24 Yet there was no acceleration in the increase in middle-aged
white deaths.
Whites, African Americans, and Hispanics have experienced similar trends
in wages, household incomes, and income instability since the late
1990s.25 But while the death rate among the middle-aged has risen for
whites, it has fallen sharply for blacks and Hispanics.
Men and women have experienced similar trends in wages since the late
1990s.26 But the middle-aged white death rate has increased more for
women than for men.27
Finally, trends in household income and in income instability since the late
1990s vary a good bit across the US states.28 Yet Case and Deaton
report a rise in self-assessed poor health (correlated with mortality)
among middle-aged whites in all 50 states.
A second hypothesis focuses on the reference groups that shape people’s
perception of their economic well-being. Andrew Cherlin explains the
reasoning29 :
“When whites without college degrees look back, they can often
remember fathers who were sustained by the booming industrial
economy of postwar America. Since then, however, the industrial job
market has slowed significantly. The hourly wages of male high school
graduates declined by 14 percent from 1973 to 2012, according to
analysis of data from the Economic Policy Institute. Although high school
educated white women haven’t experienced the same major reversal of
the job market, they may look at their husbands — or, if they are single,
to the men they choose not to marry — and reason that life was better
when they were growing up.
“African-Americans, however, didn’t get a fair share of the blue-collar
prosperity of the postwar period. They may look back to a time when
discrimination deprived their parents of equal opportunities. Many
Hispanics may look back to the lower standard of living their parents
experienced in their countries of origin. Whites are likely to compare
themselves to a reference group that leads them to feel worse off. Blacks
and Hispanics compare themselves to reference groups that may make

them feel better off.”

This hypothesis too doesn’t square well with the data. Since the mid1990s, the General Social Survey has asked a question about how people
perceive their own standard of living compared to their parents’ standard
of living when they were a similar age. Figure 8 shows the share of whites
and the share of African Americans responding that their standard of
living is much worse or somewhat worse than their parents’. (This survey
doesn’t separate out Hispanics.) Following Cherlin’s lead, I include only
persons aged 25-54 and without a college degree.30 If the reference
group hypothesis is correct, we would expect to see a divergence
between the two racial groups beginning around 1999. Instead, whites
and blacks were quite similar until 2010, long after the divergence in
mortality commenced.

FIGURE 8. My standard of living is worse than my parents’
Aged 25 to 54, with less than a four-year college degree. Question: “Compared to
your parents when they were the age you are now, do you think your own standard
of living now is much better, somewhat better, about the same, somewhat worse,
or much worse than theirs was?” The lines show the share responding much
worse or somewhat worse. Data source: General Social Survey, sda.berkeley.edu,
series parsol.

The explanation that best fits the evidence focuses on white Americans’
growing use of opioid pain relievers. These pain relievers — oxycodone,
hydrocodone, codeine, morphine, fentanyl — became increasingly available
via prescription beginning in the late 1990s. Purdue Pharma, the maker of
OxyContin, the most popular of these drugs, aggressively marketed it to
primary care physicians and hospitals, urging them to prescribe it more
frequently and in larger quantities. As opioid pain relievers became more
widely available in a nonstigmatized (prescription) form, more Americans
began to use them. Because opioids are addictive, more people got
hooked and became regular users. Some overdosed on the pain reliever
itself, some created a toxic mix by combining it with another drug (such
as a sleep aid), and some switched to heroin and eventually overdosed on
that.31
As noted earlier, the chief source of the rise in mortality among middleaged whites is an increase in accidental poisonings.
The timing fits. Prescriptions issued for opioid pain relievers increased
gradually in the 1990s and then doubled from 1999 to the peak in 2011.
Sales of opioid prescription drugs quadrupled from 1999 to 2014. As
figure 9 shows, overdose deaths involving prescription opioids quadrupled
between 2000 and 2014. In 2010, Oxycontin was reformulated to make it
more resistant to overdose (by making it difficult to crush into a powder).

This helped to reduce overdoses from prescription opioids, but in
response heroin overdose deaths shot up.32

FIGURE 9. Deaths from prescription opioid overdose and heroin
overdose
Deaths per 100,000 persons. Data source: Wilson M. Compton, Christopher M.
Jones, and Grant T. Baldwin, “Relationship between Nonmedical PrescriptionOpioid Use and Heroin Use,” New England Journal of Medicine, 2016, using CDC
data.

This explanation helps to account for the racial difference. Though we
don’t have good information about the over-time trends, 5% of whites
report nonmedical use of prescription pain relievers in the past year,
versus 3% of blacks, and overdose deaths involving prescription opioids
are more common among whites than among blacks or Latinos.33
This hypothesis also helps to account for the fact that the death rate has
increased more for women than for men. Women are more likely to have
chronic pain, to be prescribed prescription pain relievers, to be given
higher doses, and to use them for lengthier periods than men. And
women tend to become dependent on prescription pain relievers more
quickly than men.34
The limited available cross-country data also are consistent with the opioid
pain reliever hypothesis. Americans consume a much larger quantity of
opioids than their counterparts in other rich nations.35 Figure 10 shows
the over-time trend in the death rate from accidental poisoning in these
countries. The rise in the United States beginning around 1999 stands
out (along with Ireland and Norway). Middle-aged whites in the US would
stand out even more; the poisoning death rate among whites aged 4554, for instance, jumped from 8 per 100,000 in 1999 to 30 in 2013.36

FIGURE 10. Deaths from accidental poisoning
Deaths per 100,000 persons. Data source: OECD.

Was there some deeper underlying cause of middle-aged whites’ turn to
opioid pain relievers? Not necessarily. Lots of Americans experience pain.
On average, we have nine surgeries during our lives.37 One in four each
year experience back or neck pain significant enough to see a doctor for
help, and two in three will at some point in their life.38 One in ten has
kidney stones.39 In this context, the growing availability of opioid pain
relievers in a nonstigmatized form (prescription pills), coupled with their
addictiveness, may have been enough to launch the epidemic.
SUMMARY
Life expectancy in the United States has increased significantly over the
past century, due to reductions in many of the major sources of
premature death. Yet given our national affluence and heavy spending on
healthcare, Americans’ life expectancy is surprisingly low — the lowest
among the world’s rich democratic nations — and it has increased
comparatively little over the past generation. We don’t have a good
explanation for why.
There’s a sizable gap in longevity between white and black Americans, but
it has shrunk considerably in recent decades. The gap between Americans
with more and less income, by contrast, has increased. Here too scientists
haven’t yet figured out the main determinant(s).
Since 1999, the death rate among middle-aged whites has increased, in
contrast to that of African Americans, Hispanic Americans, and similarlyaged persons in most other affluent countries. The growing availability of
opioid pain relievers appears to be the chief cause.
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Obesity is one of America’s chief social problems. People who are obese
tend to earn less and are more likely to be depressed. They are at greater
risk of diabetes, heart disease, stroke, and some types of cancer, and
they tend to die younger. The monetary cost of obesity is estimated to be
1% to 4% of our GDP.1
The incidence of obesity has risen dramatically in the past generation.
Today, one in three American adults is obese. Why has this happened?
What can we do to reverse the trend?
OBESITY IS PART OF A CONTINUUM
Obesity is defined as having a body mass index (BMI) of 30 or more.2 For
a person 6 feet tall, that means a weight of more than 220 pounds. For
someone 5’6″, the threshold is 185 pounds.
Reference to “obesity” or “the obese” inclines us to think of obese
persons as a distinct group, different from others not just in degree but
in kind. Actually, obesity is part of a continuum. Figure 1, which shows the
distribution of BMI among American adults, makes this clear.

FIGURE 1. Distribution of body mass index in the United States
Share of American adults at each level of body mass index (BMI). BMI is calculated
as weight (in kilograms) divided by height (in meters squared). Obesity is defined
as body mass index of 30 or more. Source: Shiriki K. Kumanyika, Lynn Parker, and
Leslie J. Sim, eds., Bridging the Evidence Gap in Obesity Prevention, Institute of
Medicine, 2010, figure 1.1, using National Health and Nutrition Examination Survey
(NHANES) data.

AMERICA’S OBESITY RATE IS HIGH
Figure 2 shows the trend in obesity among American adults since 1960,
the first year for which we have good data. After holding constant at

about 15% in the 1960s and 1970s, the obesity rate shot up beginning in
the 1980s, reaching 37% in 2014.

FIGURE 2. Obesity in the United States
Adult obesity rate. Obesity is defined as body mass index of 30 or more. Data
sources: Cheryl D. Fryar, Margaret D. Carroll, and Cynthia L. Ogden, “Prevalence of
Overweight, Obesity, and Extreme Obesity Among Adults: United States, 19601962 through 2011-2012,” National Center for Health Statistics, 2014, table 2,
using National Health and Nutrition Examination Survey (NHANES) data; Cynthia L.
Ogden et al, “Prevalence of Obesity Among Adults and Youth: United States, 2011–
2014,” NCHS Data Brief 219, 2015.

Obesity is more common in the United States than in any other rich
nation, as shown in figure 3. For the US and a few other countries, the
data are from actual measurements of people’s height and weight. For
most, though, they are from self-reports by survey respondents, which
are likely to be less accurate. For some countries data from both sources
are available, and they suggest that self-reports tend to underestimate a
country’s true obesity rate by 2 to 8 percentage points. While we can’t be
sure of the exact position of each country, there is little doubt that the
United States has the highest obesity rate.

FIGURE 3. Obesity in 21 rich nations
Adult obesity rate, 2010. Obesity is defined as body mass index greater than 30.
“Measured” means the obesity estimate comes from actual measurements of
people’s height and weight. “Self-reported” means the obesity estimate comes
from surveys in which people report their height and weight to the interviewer. Data
source: OECD.

Figure 4 shows the over-time patterns in these countries, with data based
on measured height and weight shown with solid lines and data from selfreports shown with dashed lines. The increase in the United States was
marked, but no more so than in Australia, New Zealand, and the UK. This
suggests that there may be something different not just about the United
States but about the English-speaking nations as a group, though it’s
possible that this apparent difference is simply a function of differing data
sources.

FIGURE 4. Obesity in 21 rich nations
Adult obesity rate. Obesity is defined as body mass index greater than 30.
“Measured” means the obesity estimate comes from actual measurements of
people’s height and weight. “Self-reported” means the obesity estimate comes
from surveys in which people report their height and weight to the interviewer. Data
source: OECD.

What caused the surge in obesity in America?
IS LESS EXERCISE THE CULPRIT?
One prominent notion is that Americans are heavier because we get less
exercise than we used to. But this is probably wrong. While it’s true that
we’re less active now than we were half a century ago, the timing of the
decline in activity doesn’t match up with the rise in obesity.
We don’t have good historical data for a comprehensive measure of
activity, such as calories expended, so we have to look instead at
individual components. Begin with the most-often-cited culprit: television.
Figure 5 shows the trend in average time spent watching TV since 1950.
The amount of time has increased, but the increase has been steady.
There was no sudden rise that would account for the jump in obesity
beginning in the 1980s.

FIGURE 5. Time spent watching TV
Average hours per day. Data source: The Nielsen Company, “Historical Daily
Viewing Activity among Households.”

What about video games, the internet, and smartphones? Video games
became popular in the 1980s, but mostly among the young, while obesity
rates rose among adults of all ages, even the elderly.3 The internet and
smartphones arrived on the scene too late to account for the rise in
obesity in the 1980s and most of the 1990s.
More Americans now have sedentary jobs and drive to work. Yet as David
Cutler, Edward Glaeser, and Jesse Shapiro point out, these shifts have
been going on for a long time, with no acceleration in the 1980s.4
“Between 1910 and 1970, the share of people employed in jobs that are
highly active like farm workers and laborers fell from 68 to 49 percent.
Since then, the change has been more modest. Between 1980 and 1990,
the share of the population in highly active jobs declined by a mere 3
percentage points, from 45 to 42 percent. Occupation changes are not a
major cause of the recent increase in obesity.
“Changes in transportation to work are another possible source of
reduced energy expenditure — driving a car instead of walking or using
public transportation. Over the longer time period, cars have replaced
walking and public transportation as a means of commuting. But this
change had largely run its course by 1980. In 1980, 84 percent of people
drove to work, 6 percent walked, and 6 percent used public
transportation. In 2000, 87 percent drove to work, 3 percent walked, and
5 percent used public transportation. Changes of this minor magnitude
are much too small to explain the trend in obesity.”

Another reason to doubt the importance of declining physical activity is
that the elderly probably have become more active over time, not less,
and yet we observe a rise in obesity among the elderly too, similar in
timing and magnitude to that of younger adults.5
In short, the evidence suggests that reduced physical activity hasn’t been
a key cause of the surge in obesity in America.6 This doesn’t mean
physical activity plays no role in determining which persons become obese.
And it doesn’t mean an increase in activity can’t help to reduce obesity’s
prevalence. But it does suggest that a strategy focused on increasing
activity may not get us very far.
IS REDUCED SMOKING TO BLAME?

People who smoke regularly are less likely to become obese, and
Americans have been smoking less over time. Is this why obesity has
increased? Probably not. According to the best available data, smoking
has decreased steadily since the 1960s, which is long before obesity shot
up.7
THE CAUSE IS INCREASED EATING
The most likely cause of rising obesity is that Americans began consuming
more calories.8 Figure 6 shows the trend in eating, measured as average
calories in the food supply (adjusted for loss and spoilage) according to
data from the Department of Agriculture. These data are available
beginning in 1970. The timing of change matches that for obesity; the
level is flat in the 1970s and then rises sharply beginning in the 1980s. A
data series that goes back to 1950, measuring energy consumption per
capita, also shows little or no change up to 1980 and then a sharp jump.9

FIGURE 6. Food consumption
Average daily per capita calories of available food, adjusted for spoilage and other
waste. Data source: US Department of Agriculture, Economic Research Service,
“Food Availability (Per Capita) Data System.”

More support for the eating hypothesis comes from recent developments.
In the early to middle 2000s, calorie consumption stopped rising. We can
see this in figure 6 — and in other data sources, such as food diaries and
family logs of food purchases.10 Shortly after this, the obesity rate also
began to flatten, as we see in figure 2 above.
THE FOOD SUPPLY HYPOTHESIS
What caused the rise in eating beginning in the 1980s? The most
compelling story points at changes in the supply of food. Tasty, highcalorie food became cheaper and more easily accessible in larger
quantities, so we began eating more of it.
There is no simple measure that can capture this change. One partial
measure, the number of restaurants per capita, correlates strongly with
the prevalence of obesity over time.11
In this account, the comparatively rapid increase in obesity in the US and
in the other English-speaking rich nations owes to these countries’ weak
regulation of food and restaurants and to their lack of a well-entrenched
healthy eating culture. Large-portion restaurants, particularly fast-food
ones, proliferated more rapidly in the English-speaking countries. Junk
food became available in grocery and convenience stores sooner and in

larger quantities. And the shift away from home cooking and limited
snacking occurred more quickly and decisively.12
THE INCOME INEQUALITY HYPOTHESIS
In recent years some researchers have advanced an alternative
hypothesis that blames rising income inequality. Inequality is said to
increase status competition, which increases stress, which in turn
prompts overeating.13
In the United States, income inequality has risen sharply since the late
1970s, as has obesity.14 For the timing to work, though, we need to
assume little or no lag. If it takes a long while for inequality to have an
impact on obesity, as we might expect, then it can’t have caused the
1980s obesity increase.
What about the trend in stress? None of the research I’ve seen looks into
this, but some cite a paper published in 2000 that finds evidence of a rise
in anxiety in America.15 Yet that study concluded that anxiety rose
steadily from the 1950s through the early 1990s, which doesn’t match up
well at all with the over-time trends in income inequality or obesity.
The chief empirical evidence cited in support of the income inequality
hypothesis is the pattern across affluent countries. Figure 7 shows the
cross-country association between obesity and income inequality as of the
mid-to-late 2000s. I’ve used obesity rates based on self-reports for most
of the countries and the true rate minus a few percentage points for the
others.16 As the solid line indicates, the association is positive; nations
with higher income inequality tend to have higher obesity rates.

FIGURE 7. Obesity by income inequality, 21 countries
2010. The solid regression line is for all 21 countries. The dashed line is
calculated with Australia, New Zealand, the UK, and the US excluded. Obesity is
defined as body mass index greater than 30. Income inequality is based on
posttransfer-posttax income adjusted for household size. Data sources: OECD,
Luxembourg Income Study.

However, the positive association is driven by the four nations in the
upper-right portion of the chart: Australia, New Zealand, the United
Kingdom, and the United States. If we exclude them, the association
disappears entirely; there is no relationship between income inequality and
obesity across the other 17 countries (dashed line). So if obesity is
exceptionally high in those four countries due to something other than
income inequality — to the supply of cheap high-calorie food, for example
— then there is nothing left in support of the inequality hypothesis.

Some researchers have found a positive association between income
inequality and obesity across the US states.17 (Obesity data for the US
states are from self-reports, so we should be wary. But we can hope the
degree of bias is similar in each state.) Figure 8 shows the cross-sectional
pattern as of the late 2000s. The predicted positive association is there
(solid line). But it is driven by eight southern states in the upper-right
portion of the chart: Alabama, Arkansas, Kentucky, Louisiana, Mississippi,
Oklahoma, Tennessee, and West Virginia. (Four other deep-south states
— Georgia, North Carolina, South Carolina, and Texas — are close by.)
Without these eight states, there is no correlation (dashed line). It’s not
difficult to think of plausible alternative causes of these states’ high
obesity rates, most notably diet.18

FIGURE 8. Obesity by income inequality, US states
Late 2000s. The solid regression line is for all 50 states. The dashed line is
calculated with eight southern states excluded (Alabama, Arkansas, Kentucky,
Louisiana, Mississippi, Oklahoma, Tennessee, West Virginia). Obesity is defined
as body mass index of 30 or more. The obesity data are from self-reports of height
and weight. Income inequality is based on posttransfer-pretax income. Data
sources: Centers for Disease Control (BRFSS), Census Bureau.

Since countries and states differ in a number of ways that might affect
obesity — from food preferences to education to affluence to physical
activity — our best bet analytically is to compare changes over time.
Figure 9 shows change in the obesity rate by change in income inequality
for countries. The pattern summarized by the solid regression line
suggests support for the notion that income inequality increases obesity.
The dashed line excludes Australia, New Zealand, the UK, and the US —
countries where the food supply hypothesis may account for much of the
rise in obesity. It suggests no association between change in income
inequality and change in obesity.

FIGURE 9. Change in obesity by change in income inequality, 18
countries
The values on the axes are for change over 28 years. The lines are linear
regression lines. The solid line includes all eighteen countries; the dashed line
excludes Australia, New Zealand, the UK, and the US. For Australia, Japan, New
Zealand, the United Kingdom, and the United States, the obesity estimate comes
from actual measurements of people’s height and weight. For other countries the
obesity estimate comes from surveys in which people report their height and
weight to the interviewer. Obesity is defined as body mass index greater than 30.
Income inequality is based on posttransfer-posttax income adjusted for household
size. Data sources: OECD; Luxembourg Income Study.

Data for the US states are available from 1995 to 2010. If income
inequality is an important determinant of obesity, we would expect states
in which income inequality has increased the most to have experienced the
largest rise in obesity. But as figure 10 shows, they haven’t.19

FIGURE 10. Change in obesity by change in income inequality, US states
Change is calculated as 2009 value minus 1995 value. Obesity is defined as body
mass index of 30 or more. The obesity data are from self-reports of height and
weight. Income inequality is based on posttransfer-pretax income. Data sources:
Centers for Disease Control (BRFSS); Census Bureau.

The bottom line on the inequality hypothesis: It’s plausible. And at first
glance the over-time pattern in the US, the cross-country pattern, and
the cross-state pattern seem supportive. But when we look deeper, the
case for income inequality as a key determinant of obesity is weak.
THE ECONOMIC INSECURITY HYPOTHESIS
A related hypothesis suggests that the problem is rising economic
insecurity. Here too the mechanism is said to be stress.20
In the United States, economic insecurity has increased since the 1970s,
which is consistent with the timing of obesity’s rise. I’m not sure,
however, that the increase in economic insecurity has been large enough
to have produced the massive jump in obesity that occurred.21
The English-speaking countries may well have more economic insecurity
than other rich nations, and it could be that insecurity has increased more
in those countries than elsewhere. If so, the insecurity hypothesis might
be helpful in accounting for the differences in obesity across these
countries. Unfortunately, we don’t have an especially valid and reliable
measure of economic insecurity for cross-country analysis.22 That’s true
also for the US states.

Another piece of evidence seemingly consistent with the economic
insecurity hypothesis is the social gradient in obesity in the United States
— the fact that obesity rates have tended to be highest among the poor,
those who are least secure economically. Of course, there are reasons
other than stress why poor people might be more vulnerable to obesity,
such as less education, less ability to afford healthy food, and less access
to such food. Here too, then, it’s helpful to examine changes over time
rather than just levels.
The mid-1990s welfare reform gives us something of a natural
experiment. That reform placed strict time limits on receipt of cash
assistance for women with low income. If there is any change in recent
decades that ought to have heightened stress among low-income women,
welfare reform is it. According to the economic insecurity hypothesis,
obesity rates in the period after the mid-1990s should have risen more
rapidly among low-income women than among other women. But that
isn’t what happened, as figure 11 shows. Obesity rates increased at
roughly the same pace among middle-income and high-income women as
among those with low income.

FIGURE 11. Obesity among American women before and after welfare
reform
Adult female obesity rate. Obesity is defined as body mass index of 30 or more.
The obesity data are from actual measurements of people’s height and weight.
“Low income”: income below 130% of the poverty line. “Low-middle income”:
income between 130% and 350% of the poverty line. “Middle and high income”:
income above 350% of the poverty line. Data source: Cynthia L. Ogden et al,
“Obesity and Socioeconomic Status in Adults,” NCHS Data Brief #50, 2010, figure
4, using NHANES data.

Another piece of evidence comes from Canada. A recent study examined
the association between economic insecurity, measured as a reduction in
household income of 25% or more from one year to the next, and obesity
from 1998 to 2008. The data suggest a positive but weak association
between insecurity and obesity for working-age males and no association
for females. During this period the obesity rate in Canada increased even
though economic insecurity decreased.23
Like income inequality, then, economic insecurity is a plausible candidate
as a cause of changes in obesity, but at the moment the supportive
evidence is thin.
WHAT SHOULD WE DO?
Obesity is a significant social and economic problem, and its incidence has
risen sharply in the United States in the past generation. How could we

reverse that trend?
The key is to get Americans to eat fewer calories.
Why not fewer bad calories, such as those from sugars? The reason is
that eating fewer calories almost by definition entails eating fewer calories
from junk food. Junk food is calorie-dense, so a typical person won’t feel
full from junk food unless they’re eating more than a weight-maintaining
number of calories.24
One strategy is dissemination of information. Americans have been
subjected to a sea of misinformation in recent decades, not just from
advertising but also from nutritionists. We’ve been pushed from one fad
to the next, from “eat less fat” to “eat fewer carbohydrates” to “eat more
of this or that nutrient.” But there is now growing sentiment in favor of a
simpler approach summed up by Michael Pollan as “Eat food [instead of
processed substances]. Mostly plants. Not too much.”25
For an information-based strategy to work, people must be able to
estimate how many calories they are eating. Food labeling already is
mandatory for packaged foods sold at grocery and convenience stores,
and beginning in December 2016 chain restaurants will be required to
post calorie and nutrition information on their menus. So far, however,
studies have tended to find that menu labeling has little or no impact on
eating behavior.26
A second approach is to make vegetables, fruits, legumes, and whole
grains more available and attractive. We could, for instance, shift our
government food subsidies away from meat, dairy, and corn in favor of
healthier foods. And we could reduce the number of communities that
have no nearby grocery stores with fresh vegetables and fruits (“food
deserts”).27
A third approach holds that to make a real dent in the prevalence of
obesity we must directly discourage consumption of unhealthy foods.
There are two main options here. One is to tax these foods. Some
research suggests that such a tax would need to be in the neighborhood
of 20% or more to have an impact on eating behavior.28 We could
conceivably go even further and impose a tax similar to that for
cigarettes, which is 50% to 100% in most states.
The other option is an outright ban. The best-known proposal in this vein
was Mayor Michael Bloomberg’s bid to ban the sale of sugared drinks in
containers of 32 ounces or more in New York City. Others recommend
limiting or banning fast-food restaurants in particular areas. In a country
with a very strong tradition and culture of individual liberty, this approach
is, not surprisingly, quite controversial.29
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An ideal healthcare system has universal health insurance coverage,
quality healthcare services at an affordable cost, and patient choice among
providers. Is it possible to combine these? How is America doing?
HEALTH INSURANCE
People need health insurance. Health care, unlike food and clothing, is too
expensive to purchase on an as-needed basis. If you go without
insurance and end up needing a coronary bypass operation, you’ll have to
pay around $60,000 out of pocket. Many Americans wouldn’t be able to
come up with that much money.1
Health insurance improves people’s financial security by reducing the
possibility of a large unexpected cost. Large medical debt and related
problems are less common among those who have health insurance.2
Unfortunately, in the United States some insurance isn’t as good as it
should be at preventing large medical bills.3 In a 2014 survey by the
Commonwealth Fund, 29% of adults aged 19 to 64 who had health
insurance throughout the year reported that they nevertheless had
outstanding medical debt, had trouble paying medical bills, were contacted
by a collection agency for unpaid medical bills, or had to alter their way of
life in order to pay medical bills.4
Health insurance also improves health. It increases the likelihood of
treatment and reduces the incidence of lasting health problems and
death.5
Some of the evidence is cross-sectional — comparisons across persons or
countries at a point in time. The US is, as noted earlier, the only affluent
democratic nation with a substantial share of citizens who lack insurance,
and among these countries we have the lowest life expectancy.6 About
one in three Americans, a far larger share than in any of ten other rich
nations, say that in the past year cost considerations prevented them
from getting recommended care, filling a prescription, or visiting a doctor
or clinic when they had a medical problem.7 As figure 1 shows, 20% of
Americans say cost leads them to put off seeking medical treatment even
for a serious condition.8 Compared to children with health insurance,
those without it are less likely to get medical treatment for ordinary
conditions and emergencies, and when hospitalized they are less likely to
survive.9 Americans who don’t have health insurance are less likely to
have screening tests for breast cancer and colorectal cancer, so if they

get either of these types of cancer, they tend to be diagnosed later; as a
result, they have lower survival rates.10 People with diabetes,
hypercholesterolemia, and hypertension are about 10% less likely to get
diagnosis and treatment if they lack health insurance.11 At-risk adults who
don’t have insurance are more likely to have a stroke, and stroke victims
without insurance are more likely to have lasting neurological impairment
or to die, compared to those with insurance.12 Among Canadians, all of
whom have a standard public health insurance plan, the incidence of early
death for persons with cystic fibrosis is similar to that among Americans
who have private insurance, but 44% lower than among Americans who
have Medicaid, which pays for fewer medications and therapies, and 77%
lower than among Americans who don’t have any insurance.13

FIGURE 1. Put off medical treatment for a serious condition due to cost
Question: “Within the last twelve months, have you or a member of your family put
off any sort of medical treatment because of the cost you would have to pay? If yes,
when you put off this medical treatment, was it for a condition or illness that was —
very serious, somewhat serious, not very serious, or not at all serious?” The line
shows the share responding yes and very serious or somewhat serious. Data
source: Gallup, “Health Care System,” gallup.com.

Other evidence comes from comparison over time. Among persons aged
50-64, those without health insurance have worse health outcomes than
those who have insurance; when they turn 65 and get Medicare, this
difference shrinks significantly.14 In 2006, Massachusetts expanded the
share of citizens with health insurance to nearly 100%; access to care
increased, and deaths decreased by 8 per 100,000 persons per year.15
Oregon conducted an experiment in 2008-2010, expanding Medicaid to a
randomly-selected group of low-income persons and comparing them to a
control group. After two years, the Medicaid group had better mental
health and expressed better subjective assessment of their physical
health, though they weren’t better off in blood pressure, cholesterol, and
some other health measures.16 In 2013, Arkansas and Louisiana
expanded Medicaid (largely paid for by the Affordable Care Act) whereas
neighboring Texas chose not to. One year later, in 2014, the new Medicaid
recipients in Arkansas and Louisiana were more likely to have received
medical care and were better off than their counterparts in Texas on
objective and subjective measures of health, and the following year, 2015,
the gap had expanded.17 A study comparing all states that expanded
Medicaid following the ACA with all states that didn’t found a larger
increase in access to healthcare services and a larger improvement in selfassessed health in the expanding states.18
As figure 2 shows, the United States is the only rich democratic nation in
which a nontrivial share of the population lacks health insurance. As of
2015, approximately 91% of Americans are insured.

FIGURE 2. Health insurance coverage
Share of the population. The vertical axis doesn’t begin at zero. Data source:
OECD, oecd.stat, “Total public and primary private health insurance.” Data source
for the US: Council of Economic Advisors, “Methodological Appendix: Methods
Used to Construct a Consistent Historical Time Series of Health Insurance
Coverage,” 2014, using data from the National Health Interview Survey and other
surveys. This matches with other data sources that cover only a portion of these
years: OECD, 1997ff; Marc Miringoff and Margue-Luisa Miringoff, The Social Health
of the Nation, Oxford University Press, 1999, p. 198, using Center for National
Health Program Studies data, 1976-86; Carmen DeNavas-Walt, Bernadette D.
Proctor, Jessica C. Smith, “Income, Poverty, and Health Insurance Coverage in the
United States: 2013,” Current Population Reports P60-245, US Census Bureau,
2013, table C-1, using Current Population Survey (CPS) data, 1987-99 and 19992012; Jessica C. Barnett and Marina S. Vornovitsky, “Health Insurance Coverage in
the United States: 2015,” Current Population Reports P60-257, US Census
Bureau, figure 2, using American Community Survey (ACS) data, 2008-15. The
other countries are Australia, Austria, Belgium, Canada, Denmark, Finland,
France, Germany, Ireland, Italy, Japan, Korea (South), the Netherlands, New
Zealand, Norway, Portugal, Spain, Sweden, Switzerland, and the United Kingdom.

Why doesn’t everyone purchase health insurance? The reason is that it’s
expensive.19 Many things can go wrong with our health, and there are
many things healthcare providers can do to treat and prevent health
problems. Health care in the United States is much more expensive than it
needs to be (see below), but it would be expensive even if it were more in
line with other rich nations. Health expenditures are 18% of our GDP, but
even if they were just 10% of GDP, that would amount to $15,000 per
household.20 To put this in context, among the bottom fifth of American
households, average annual income is just $20,000.21
Because health insurance is very expensive, people with limited income are
inclined to go without, despite the risk. That’s especially true of those
who are young and/or healthy. And when the healthiest don’t buy health
insurance, insurers not only receive fewer premiums (payments) but also
pay out more per customer; to offset this, they charge more for the
insurance they offer, which further reduces the number who can afford to
buy it.
The chief way to facilitate access to health insurance is for government to
help. Government can purchase insurance directly, it can provide a
subsidy to people to help offset the cost of insurance, it can subsidize
employers (via a tax break) to encourage them to offer health insurance
for their employees, and it can require that individuals purchase insurance.
In the US, there have been two significant leaps in insurance coverage in
the past half century, one in the 1960s and the other in the 2010s (figure
2). In both instances the driver was an expansion of government

insurance provision or subsidization: Medicare and Medicaid were created
in the mid-1960s, and the Affordable Care Act, passed in 2010, took full
effect beginning in 2014. The Affordable Care Act has expanded health
insurance through an assortment of means: expansion of Medicaid,
subsidies for direct purchase on exchanges, tax credits to small
businesses to encourage them to offer insurance to their employees,
allowing young adults to remain on their parents’ insurance policy through
age 25, preventing insurers from denying coverage to persons with a
preexisting condition, and a fine for people who don’t have insurance
(“individual mandate”).22
Americans currently get health insurance in the following ways: 56%
employer-based private, 16% direct purchase private, 16% Medicare, 20%
Medicaid, 5% Veterans Administration (VA).23 The remainder, 9%, are
uninsured. (These percentages sum to more than 100% because some
people have more than one source of coverage.)
QUALITY PROVISION AND AFFORDABLE COST
The United States spends a lot of money on health care, and our
spending has increased very rapidly. Figure 3 shows that over the past
generation America’s health expenditures have soared past those of other
rich nations. Yet the health outcomes we get aren’t as good as they
should be. Life expectancy during this period dropped from the middle of
the pack to the bottom, as figure 4 indicates. (The same is true for
“healthy life expectancy.”24 ) This isn’t due to our rates of change in
obesity, smoking, or homicide, which have been similar to those of other
countries. Death rates in America exceed those in most other rich
countries for many different sources, from cardiovascular disease to
neuropsychiatric conditions to infectious and parasitic diseases. And we
see a similar pattern for infant mortality.25

FIGURE 3. Health expenditures
Share of GDP. Includes public and private expenditures. Data source: OECD. “Asl”
is Australia; “Aus” is Austria.

FIGURE 4. Life expectancy
Years of life expectancy at birth. The vertical axis doesn’t begin at zero. Data
source: OECD. “Asl” is Australia; “Aus” is Austria.

Figure 5 brings together the data on health spending and life expectancy
to highlight the degree to which the United States stands apart from
other affluent countries.

FIGURE 5. Life expectancy by health expenditures
The data points are years, from 1970 to 2013. The lines are loess curves. Life
expectancy: years at birth. Health expenditures: public plus private, as a share of
GDP. Data source: OECD. The other countries are Australia, Austria, Belgium,
Canada, Denmark, Finland, France, Germany, Ireland, Italy, Japan, the
Netherlands, New Zealand, Norway, Portugal, Spain, Sweden, Switzerland, and
the United Kingdom.

Attempts to rate healthcare quality directly also judge America’s system
to be comparatively mediocre. The Commonwealth Fund periodically
assesses the quality of our health care and that of ten or so comparable
nations on four dimensions: prevention, chronic care, safety, and
coordination of care.26 As figure 6 shows, in the most recent
Commonwealth Fund assessment, in 2012, America’s healthcare system
was ranked in the middle for quality. That would be fine if it weren’t for
the fact that we spend far more than the other countries while leaving
about 10% of the population uninsured.

FIGURE 6. Healthcare quality by health expenditures
The data are for 2012. Healthcare quality: ranking. Based on assessment of the
quality of prevention, chronic care, safety, and coordination of care. Data source:
Karen Davis, Kristof Stremikis, David Squires, and Cathy Schoen, “Mirror, Mirror on
the Wall, 2014 Update: How the Performance of the U.S. Health Care System
Compares Internationally,” Commonwealth Fund, 2014. Health expenditures:
public plus private, as a share of GDP. Data source: OECD.

Why is our healthcare system so expensive? The key causes are:
Payers are fragmented
Many providers and payers (insurers) are for-profit
Some providers have a near-monopoly position
Generous patent protection for pharmaceutical companies
“Fee for service” payment
Large number of uninsured
Other rich countries typically have one or more powerful actors —
government (Japan, the UK, Sweden, France, Canada, Taiwan) or large
insurance funds (Germany, Switzerland) — that set healthcare prices and
thus have incentive and ability to keep a lid on cost increases. In the US,
most health insurance companies and healthcare providers (hospitals,
small groups of physicians, and solo doctors) are for-profit and insurers
are fragmented, reducing their bargaining power vis-a-vis providers.
These features lead to higher costs in a variety of ways.
The fragmentation of insurers produces high administrative costs. Each
insurer has its own set of provisions, costs, and billing arrangements, so
providers have to spend a lot of time checking to see what procedures are
and are not covered for each patient and filling out billing forms.
In other affluent nations, health insurance firms and healthcare providers
tend to be public or nonprofit. They often compete with one another, but
they don’t need to earn a profit on top of their salary or break-even
revenues. The fact that our insurers and providers are for-profit
contributes to higher costs for medical services and procedures. So too
does the high compensation levels of hospital administrators and medical
providers, which is a consequence of the fact that there is a limited
number of providers in each geographic area coupled with the
fragmentation of insurers. No single insurer has enough power to drive
down payment levels. As of 2012, an MRI scan cost, on average, $1,000
in the US, compared to $600 in Germany, $400 in France, $300 in
Canada, and $200 in the UK. An average hospital stay in the US cost
$14,000, versus $7,000 in Canada and $5,000 in France and Germany.
Bypass surgery cost $60,000 in America, while in Germany and Canada
the cost was less than $30,000 and in France and the UK less than

$20,000.27
The fragmentation of insurers along with generous patent protections
enable pharmaceutical firms to charge very high prices for new drugs they
develop. By one estimate, the resulting above-market addition to the
price of pharmaceuticals is nearly $300 billion per year, which is about
10% of our total spending on health.28
Insurers frequently compensate healthcare providers on a “fee for service”
basis. Payment is for services performed, rather than for patient
outcomes. This encourages overuse of tests, procedures, and other
medical services. Compared to the average among OECD countries,
Americans get twice as many CT scans, MRI scans, caesarean sections,
and coronary bypass operations.29
Finally, the fact that some Americans lack health insurance or are
underinsured encourages them to wait rather than going to see a primary
care physician when they need medical attention. When the problem gets
bad enough, they then go to the emergency room, which is much more
expensive than an ordinary doctor visit.
America’s healthcare system is more market-driven than those of most
other affluent countries. Why doesn’t that push prices down? One reason
is that competition among providers often is quite limited. The number of
hospitals in many areas is small, sometimes just one. Meanwhile, licensing
requirements constrain the number of physicians. A second reason is that
the direct payers for health care are insurers. Insurers pool funds from
individual consumers, and this means they can afford to pay more for
healthcare services than those individual consumers could. The
combination of fragmented-but-rich payers with quasi-monopolistic
providers contributes to high prices.
Is America’s heavy expenditure on medical equipment and medicines
needed to stimulate innovation? One view says yes, because the cost of
research, particularly for pharmaceuticals, is so high.30 Skeptics contend
that it isn’t clear the United States is the world leader in medical
innovation, especially when measured on a per capita basis. In addition,
America’s universities and venture capital system are key contributors to
its success in medical research, and they arguably would be quite robust
and effective even in the absence of high healthcare prices.31
PATIENT CHOICE OF PROVIDER
Most of us want to be able to choose our doctor(s). In comparing
healthcare systems, this is a nonissue. All rich countries — even those
with full public provision of health care, such as Sweden, Finland, and the
United Kingdom — allow individuals and families some choice among
providers. People also can purchase additional private health insurance if
they’re willing and able, which expands choice.
WHAT TO DO
In a rich nation such as the United States, everyone should have health
insurance. America also should do better at controlling healthcare costs.
While we won’t go bankrupt spending 18% of our GDP on health, or even
more, the fact that every other rich democratic country can achieve
equivalent or better health outcomes while spending far less suggests
that we have considerable room for improvement. How can we achieve
these two goals?

The most straightforward path would be to expand coverage through
Medicare, Medicaid, and a “public option.” The age at which Americans can
get Medicare could gradually be lowered, the income limit for Medicaid
eligibility could be raised, and a Medicare-like insurance program could be
made available for individuals to purchase on healthcare exchanges.32
Eventually a large portion of the population would be covered by one of
these programs. At that point they could be merged and coverage
extended to the full population. The US would then have a single-payer
healthcare system. This would achieve universal coverage, and the
government, as the dominant insurer, would be in a strong position to
control healthcare costs.
Canada’s experience suggests that this type of arrangement can function
quite effectively. Every Canadian has health insurance, and as figure 7
indicates, over the past half century life expectancy has increased just
rapidly (slightly more so) as in the US despite a far smaller rise in
healthcare costs.

FIGURE 7. Life expectancy by health expenditures
The data points are years, from 1970 to 2013. The lines are loess curves. Life
expectancy: years at birth. Health expenditures: public plus private, as a share of
GDP. Data source: OECD.

Such a system wouldn’t eliminate private insurers. There surely would be
a market among the affluent for insurance plans better than the one(s)
offered by the government. And many individuals might choose to
supplement the basic plan with an additional one, just as many elderly
Americans currently do with Medicare.
Over time, government has gradually increased its role in promoting
access to health insurance. The Veterans Administration (VA) was created
in 1865 and significantly reformed in 1930 and 1994. In the 1940s and
1950s the federal government created and expanded a tax deduction for
firms that contribute to health insurance for their employees. Medicare
was created in 1965 and extended to cover prescription drugs in 2004.
Medicaid too was created in 1965, and the share of the population it
covers was expanded in the 1980s, in 1999 with the S-CHIP program,
and in 2010 via the Affordable Care Act. The 2010 ACA also requires that
medium-size and large firms offer health insurance to their employees, it
establishes an individual mandate to have health insurance, it provides
subsidies for persons and families with modest incomes, it requires that
health insurers allow people to remain on their parents’ plan through age
25, and it forbids insurers from denying insurance to persons with
preexisting conditions. Figure 8 shows the rise in the share of Americans
covered by Medicare and Medicaid since the mid-1960s.

FIGURE 8. Health insurance via Medicare and Medicaid
Share of the US population. Data source: Centers for Medicare and Medicaid
Services, “Medicare and Medicaid Statistical Supplement,” tables 2.1 and 13.4.

Why not expand employer-based health insurance? Our employercentered health insurance system was a historical accident. It originated
during World War II, when wage controls made it difficult for firms to offer
higher pay to attract and retain good employees. Some decided to offer
health insurance instead. After the war, encouraged by a new tax break,
this practice proliferated, and it has remained in place ever since. But in a
society where people switch jobs frequently, it makes little sense for
insurance against a potentially major and very costly risk to be tied to
one’s employer. Moreover, it’s expensive for firms that provide it, putting
them at a disadvantage relative to small firms and foreign competitors.
And it likely acts as a brake on wage increases.
Why does employer-based health insurance work well in some other
countries, such as Germany and Japan? The reason is that if people quit
or lose their job, they’re automatically switched into a government
(“community”) health insurance plan. And the cost of health care is
contained, so it’s less of a burden for employers. This happens in part
because health insurance firms and funds aren’t for-profit, so they aren’t
inserting additional costs into the system, and partly via cost controls set
by centralized agreements between insurers and providers, with
government stepping in if that fails.33
In 2015, the US spent $3.2 trillion, 18% of the country’s GDP, on health
care. Government spending is a little less than half of this total. The tax
benefit to employers cost about $250 billion, Medicare $650 billion,
Medicaid $560 billion, health care for veterans $65 billion, and health care
for military personnel and their families $40 billion.
Medicare and Medicaid limit the amount they will pay to healthcare
providers, and they have relatively low administrative costs. As figure 9
shows, even though they’ve been covering more and more of the
population (figure 9), the share of GDP spent on these two programs has
been rising at about the same pace as the rest of the healthcare system.
Their cost is projected to rise going forward, owing partly to population
aging and expansion of Medicaid coverage and partly to the general rise in
healthcare costs, but the projected increases are fairly small.34

FIGURE 9. Health expenditures
Share of GDP. Data source: Centers for Medicare and Medicaid Services, “National
Health Expenditures by Type of Service and Source of Funds.”

Should government not only pay for health insurance and oversee it but
also be the provider? That’s how countries such as the United Kingdom
(National Health Service), Sweden (county councils), Finland, and some
others do it, and it tends to work well. Indeed, as figure 6 above shows,
the UK gets top ranking in the Commonwealth Fund assessment of
healthcare quality in affluent nations. This also is how military veterans in
the US get their health care. It’s extremely unlikely, however, that America
will replace its existing array of private for-profit and nonprofit medical
providers with a fully government-run physician and hospital system.
SUMMARY
America’s healthcare system performs poorly in three key respects: it fails
to insure everyone, it’s very expensive, and its quality is average. Other
affluent democratic countries structure their healthcare systems in varying
ways, but each insures everyone, costs less, and achieves quality and
outcomes similar to or better than ours.
One possible route to improvement would be to double-down on
employers as the key source of health insurance. A more sensible
alternative is for government to step in as payer for more Americans. We
could allow more people to shift into Medicare or Medicaid (and eventually
combine these two programs). This will free employers from having to
deal with the cost and hassle of health insurance and free employees to
move more readily from job to job. And it will give Medicare and Medicaid
more leverage to impose cost controls on healthcare providers.
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“Elderly” is commonly defined as age 65 or older. In 1960, the elderly were
9% of America’s population. Today they are 15%. In a few decades they
are expected to be about 20%.1
What challenges do the elderly face? How are we doing in addressing
those challenges?

FIGURE 1. Population share of the elderly and other historically excluded
groups
Share of Americans. The dark line is elderly persons (age 65 and over). Data
source for elderly: Census Bureau. Data sources for other groups: Census
Bureau; OECD; Pew Research Center; General Social Survey.

INCOME SECURITY
Central to inclusion of the elderly is economic security. A century ago,
most older Americans had little or no economic security. Today, thanks to
enhanced access to medical care, public income security programs,
pension plans, and asset accumulation, their situation is much improved.
Indeed, by some measures the elderly now enjoy greater economic
security than many other groups. Consider the poverty rate. According to
the official government data, shown in figure 2, in 1960 roughly 35% of
elderly Americans were poor, compared to fewer than 20% of workingaged Americans. Fifty years later the poverty rate among the elderly was
below 10%, and it was lower than the rate for the working-aged.2

FIGURE 2. Poverty rate
Share of people living in a household with income below the poverty line. Workingage: household head aged 18 to 64. Elderly: household head aged 65 or over.
Pretax income. Data source: Census Bureau, “Historical Poverty Tables – People,”
table 3.

For most Americans, income security in old age rests on some
combination of five pillars:
Social Security and SSI
Employer-based pension
Savings
Homeownership
Earnings from employment
Social Security has been key to the falling poverty rate among the elderly.
Nearly one in three elderly Americans receives 90% or more of their
income from Social Security.3 In 1960 the average recipient of Social
Security old-age benefits got about $6,000 (in today’s dollars). That
average increased steadily over the ensuing decades, reaching $16,000 as
of 2016. During this time the share of elderly Americans receiving Social
Security expanded from 60% to around 90%.4
As figure 3 indicates, with Social Security alone, the income replacement
rate for a typical American retiree is fairly modest by the standards of the
world’s rich countries.

FIGURE 3. Pension replacement rates for a person with average
earnings, 2008
Net of taxes. In the United States there is no mandatory private pension, so the
dark circle reflects Social Security only. Data source: OECD, Pensions at a Glance
2011, p. 127.

Social Security is funded in a “pay as you go” fashion: money paid to
current recipients comes directly from the payroll taxes paid by current
working Americans.5 As the large baby boom generation retires, the
number of elderly recipients per working-age person will rise, putting
pressure on this funding arrangement.6 But contrary to frequent
assertions by political pundits and journalists, Social Security isn’t in
crisis. As figure 4 indicates, the current projection is that its cost will rise
by about 1% of GDP between now and 2035 and remain flat thereafter.
This can be paid for via some relatively minor changes, such as an
increase in the share of earnings subject to the payroll tax (as of 2016,
earnings above $118,500 are exempt from the tax), a small increase in
the payroll tax rate, a small increase in the retirement age, and/or a
reduction in the rate of benefit increase over time.7

FIGURE 4. Social Security expenditures
Share of GDP. Social Security (OASI) plus Disability Insurance (SSDI). Data
source: 2013 OASDI Trustees Report, “Table VI.F4. OASDI and HI Annual Income,
Cost, and Balance as a Percentage of GDP, Calendar Years 1970-2090”; 2016
OASDI Trustees Report, “Table VI.G4. OASDI and HI Annual and Summarized
Income, Cost, and Balance as a Percentage of GDP, Calendar Years 2016-2090.”

Around 5% of elderly Americans receive money from the Supplemental
Security Income (SSI) program. SSI provides cash assistance to lowincome, low-asset persons who are elderly, disabled, or blind. The
program began in 1974. Maximum yearly benefit levels are approximately
$8,500 for an individual and $13,000 for a couple. Nearly all of the states
supplement these amounts. A significant limitation of SSI for the elderly is
its low take-up rate; only slightly more than half of those who are eligible
actually receive the benefit.8
The second retirement income security pillar is employment-based
pensions. The share of workers who participate in an employer pension
plan has remained steady in recent decades at around 45%,9 but the type
of plan has changed dramatically. In the early 1980s nearly 90% of
Americans with an employer pension plan had a defined-benefit plan with
their company. By 2013 that share had shrunk to 30%. These have been
replaced by defined-contribution plans such as 401(k)s. Among those
with a pension, defined-contribution plans jumped from 38% to 84%.10
Defined-contribution plans have some advantages: they’re portable
across employers, the employee has some say in how the money is
invested, and a person in financial difficulty prior to retirement age can
withdraw some or all of the money, though there is a tax penalty for
doing so.11 And pension wealth (as a share of wages and salaries) in
defined-contribution plans has increased enough to offset the fall in
pension wealth in defined-benefit plans.12 The problem is likely to be in
the uneven distribution. Some employees and employers may not
contribute enough to defined-contribution plans or keep the money in
them long enough.13 If an employee doesn’t know about or understand
her firm’s program, or if she feels she needs every dollar of her earnings
to pay for current expenses, she may go a long time, perhaps even her
entire working career, without putting any money into a definedcontribution plan. Because employer contributions usually take the form
of matching funds, with the amount put in by the employer pegged to the
amount put in by the employee, no employee contribution often means no
employer contribution. Moreover, when a person switches employers she
or he has a choice to keep the defined-contribution-plan money as is, roll
it over into an individual retirement account (IRA), or withdraw it with a
tax penalty subtracted. This creates a strong temptation to withdraw
some or all of the money, leaving a lot less, and sometimes nothing at all,
for the retirement years.
The third retirement income security pillar is personal savings. It too has
weakened. Average household saving as a share of disposable household
income fell from 10% in the 1970s to 8% in the 1980s to 5% in the
1990s to 3% in the 2000s.14 The decline probably was even steeper for
households on the lower rungs of the income ladder.
The fourth pillar of retirement income security is homeownership. In an
ideal scenario, a person or couple will purchase a home by age 35, taking
out a 30-year mortgage loan, and by age 65 the loan will be paid off.
Having no mortgage or rent payment sharply reduces expenses during
the retirement years. Or the house can be sold (or borrowed against via a
“reverse mortgage”) to provide an additional source of income. At age 65,
80% of Americans live in a home they own, though not all have fully paid
off their mortgage. At age 85, 70% still do. Median net equity among
elderly homeowners is $100,000.15

The sharp increase in home prices during the housing bubble from the
mid-1990s to the mid-2000s boosted the assets of many middle-class
homeowners in or near retirement. But with the bursting of the bubble, all
or much or that gain has disappeared for many of them.16
The fifth and final retirement income security pillar is earnings from
employment. Figure 5 shows the trend in the employment rate among
Americans age 65 and over. The rate dropped steadily in the 1960s,
1970s, and 1980s. Since the late 1990s it has slowly but steadily risen.17
Many work part-time.18

FIGURE 5. Employment rate among the elderly
Employed persons age 65 and over as a share of the population age 65 and over.
Data source: OECD.

What’s the bottom line on retirement income security? The best
information on current and future income trends is from the Social
Security Administration’s MINT (Modeling Income in the Near Term)
projections.19 Figure 6 shows projected income for retirement-age
households in the bottom fifth of incomes (“Q1”) and in the next fifth
(“Q2”). Among households in the bottom fifth, median income for those
age 65 in 2007 was $11,000. This is projected to rise to $14,000 in 2037.
Among households in the lower-middle fifth, the projection is for a rise
from $24,000 in 2007 to $28,000 in 2037. So the best available estimates
suggest that despite falling savings and the shift from defined-benefit to
defined-contribution employer pensions, the incomes of elderly Americans
aren’t likely to decline in absolute terms. Instead, they will increase.20

FIGURE 6. Projected income at age 65 for households in the bottom 40%
Inflation-adjusted household income and GDP per capita. Household incomes are
per person. Q1: bottom fifth of incomes. Q2: lower-middle fifth of incomes. GDP
per capita is assumed to grow at an annual rate of 1.6%. Data source: Barbara A.
Butrica, Karen E. Smith, and Howard M. Iams, “This Is Not Your Parents’

Retirement: Comparing Income Across Generations,” Social Security Bulletin,
2012, table 3, using MINT data.

On the other hand, figure 6 also shows that these income levels are
projected to rise less rapidly than GDP per capita.21 Retirement incomes
for many ordinary Americans will, in other words, fall farther and farther
behind growth of the economy. Over the long run, that’s a potentially
worrisome trend.
How can we do better? Social Security benefits could be increased.22 A
modest, gradual rise over time is appropriate as the economy grows, and
it surely is affordable. But this is only a partial solution. We need one or
more of the other retirement income security pillars to increase as well.
We could try to encourage more saving. But previous attempts, such as
offering tax advantages (IRAs), have had little impact on the savings
behavior of most ordinary Americans.23
We need to shore up employment-based pensions. There is no going
back to the defined-benefit past; for most Americans, a pension in the
future will be a defined-contribution one. Rather than allow Americans to
contribute to defined-contribution plans if they have a steady job and if
their employer offers a plan and if they know about it and if they feel they
can afford to put some of their earnings in it, we could make contributing
the default option and make it available to everyone. Employers that have
an existing plan could continue it, but they would have to automatically
enroll all employees and deduct a portion of earnings unless the employee
elects to opt out. Employees who lack access to an employer plan would
be automatically enrolled in a new universal retirement fund, and those
who lack an employer match would be eligible for matching contributions
from the government.24
In the absence of federal government action along these lines, a few
states have created their own programs. California’s Secure Choice
Retirement Savings Program, the largest of these, requires firms with five
or more employees to enroll them if it doesn’t offer a company-sponsored
pension program. The program contributes 3% of each paycheck, unless
an employee chooses to opt out. But there is no matching contribution
from the employer or the state.25
We also could facilitate greater employment among the elderly. Later
retirement isn’t a good option for everyone, of course, especially those
who have spent most of their working lives in stressful or physically
taxing jobs. But for those who can manage it, it is doubly beneficial: it
provides an additional source of income, and it allows people to delay
receipt of Social Security, which in turn increases the benefit level they
receive.
MEDICAL CARE
Medical care is another key determinant of economic security and inclusion
in old age. Health insurance is a must, as medical care is too expensive to
be purchased out of pocket — particularly for the elderly, who tend to
need more expensive care and have less income than working-aged
adults. Nearly all elderly Americans are enrolled in Medicare.26 Most also
have additional supplementary insurance for medical expenses that
Medicare doesn’t cover.27 For most, the cost of Medicare enrollment is
about $1,200 per year.28

For elderly Americans, Medicare pays, on average, about 65% of total
medical expenses. Medicaid and supplemental health insurance plans pay
about 20%. The remaining 15% comes from out-of-pocket payments.29
The elderly spend an average of 15% of their income on medical
expenses.30
Medicare is a very popular program. And it has proven effective at helping
to ensure economic security among older Americans. Indeed, it has largely
eliminated financial hardship due to the cost of medical treatment among
the elderly. However, Medicare also is expensive. Its cost has risen from
0.5% of GDP in 1970 to 3.5% in 2012, and as figure 7 shows, the cost is
projected to continue increasing rapidly, reaching 6% of GDP in 2060.
About half of this rise is a product of the same demographic development
— the baby boom generation reaching retirement age — that is
responsible for the coming increase in Social Security expenditures. The
other half of the projected rise is a function of the increasing cost of
healthcare in general.31

FIGURE 7. Medicare expenditures
Share of GDP. HI and SMI (including part D). Data source: 2013 Medicare Trustees
Report, “Table V.B3. HI and SMI Incurred Expenditures as a Percentage of the
Gross Domestic Product.”

In all likelihood, the projected increase in Medicare costs is affordable.
Continued reduction in the cost of food and manufactured goods will free
up money we as a society can use to pay for medical care.32
There also are grounds for optimism about our ability to reduce the rate
of growth of Medicare expenditures, and to do so in a way that maintains
or improves economic security for recipients. (Proposals for Medicare
reform that don’t meet this criterion include increasing the age of Medicare
eligibility and shifting to “premium support.”33 ) Healthcare experts largely
agree that the problem owes to excessive treatment and overpricing by
medical care providers, and we have begun to address this.34 Since the
late 1990s Medicare costs per recipient have risen less rapidly than costs
for those with private insurance. And the 2010 Affordable Care Act
created a number of mechanisms to slow the growth of Medicare costs. It
reduces Medicare “overpayments” (certain types of payments to providers
and subsidies to private insurers that offer Medicare Advantage Plans). It
encourages a switch in payment from “fee-for-service” to “accountable
care,” whereby physicians and hospitals are paid according to their
effectiveness in delivering successful outcomes while controlling costs. It
penalizes hospitals if too many of their patients end up being readmitted
soon after release. Early results are encouraging: expenditures per
Medicare beneficiary have been flat in recent years. The Affordable Care
Act also authorized creation of an Independent Medicare Advisory Board

(IPAB), which will be able to limit the rate of growth in Medicare spending
without needing approval by Congress.35
WELL-BEING
We have a range of seemingly contradictory images of life after age 64:
carefree, relaxed, convivial but also lonely, fragile, and decrepit. In
actuality, old age is as diverse and multifaceted as these stereotypes
suggest.
For most people, health is in decline by this point in life. Yet that doesn’t
mean health is bad; many elderly persons are in fairly good shape in
health terms.36
Survey data suggest that the elderly tend to be less worried and stressed
than younger people. In 2015, about 20% of elderly Americans said they
felt stressed or worried, compared to 30-40% of those aged 18 to 64.37
What about loneliness? According to one study, 20% of elderly in OECD
countries report having no contact with friends, a higher share than
among other age groups.38 Yet recent findings from polling by Gallup
suggest the situation in the United States may not be especially
worrisome. Gallup asked a variety of questions about relationships with
friends and family, personal time, and receipt of encouragement and
support. They used the responses to create a composite indicator of
“social well-being.” They then classify respondents as either thriving (wellbeing that is strong and consistent), struggling (well-being that is
moderate or inconsistent), or suffering (well-being that is low and
inconsistent). Among Americans aged 18-29, 30-44, and 45-64, the
share who are struggling or suffering on social well-being was 62-64% as
of 2014. Among the elderly, the share was just 47%.39
Many older persons want independence but also social connections and
community. What type of living arrangement best promotes these goals?
Should the elderly continue to live in their private homes and apartments?
Move in with their children? Or live in retirement homes and communities?
In the United States most pursue the first of these three options. In
Japan and some southern European countries the second option is the
norm. In the Nordic countries the third has become relatively common.40
We have little evidence about which yields the best outcomes.
Are older Americans happy? Since the early 1970s, the General Social
Survey (GSS) has asked American adults “Taken all together, how would
you say things are these days — would you say that you are very happy,
pretty happy, or not too happy?” Figure 8 shows that the share of elderly
Americans who say they are “not too happy” has been virtually identical to
the share among the nonelderly throughout this period.

FIGURE 8. Unhappiness among the elderly and the nonelderly
Question: “Taken all together, how would you say things are these days — would
you say that you are very happy, pretty happy, or not too happy?” The dots show the
share responding not too happy. The lines are loess curves. Data source: General
Social Survey, sda.berkeley.edu, series happy.

Other indicators point to a similar conclusion. Responses to Gallup
surveys suggest that elderly Americans are no more likely than their
nonelderly counterparts to be struggling or suffering along various
dimensions of well-being, from purpose (having an inspiring leader, daily
activity, goals, strengths) to financial (standard of living, ability to afford
basic necessities, financial worry) to social (see above) to community
(community pride, involvement, safety and security).41
SUMMARY
Economic security and inclusion have improved immensely for America’s
elderly over the past century. Three significant challenges loom: ensuring
that the incomes of elderly Americans in the bottom half don’t fall farther
and farther behind the growth of the economy, slowing the rise in
Medicare costs, and transitioning to living arrangements that combine
independence with community.
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Martin Luther King’s 1963 “I Have a Dream” speech offered a vision of an
inclusive America.
“I have a dream that my four little children will one day live in a nation
where they will not be judged by the color of their skin but by the content
of their character….
“I have a dream that one day this nation will rise up and live out the true
meaning of its creed: ‘We hold these truths to be self-evident, that all
men are created equal’….
“I have a dream that one day on the red hills of Georgia, the sons of
former slaves and the sons of former slave owners will be able to sit
down together at the table of brotherhood…. I have a dream that one
day down in Alabama … little black boys and black girls will be able to
join hands with little white boys and white girls as sisters and brothers….
“If America is to be a great nation, this must be true.”

How far have we progressed toward the great nation of King’s vision,
toward genuine inclusion of African Americans?
Inclusion has three components: (1) Similar treatment by key institutions
(schools, the legal system, etc.) and by other groups. (2) Opportunity to
participate fully in society. This entails not just the absence of barriers,
but also, where necessary, ample supports. (3) Embrace as part of the
community.
The enslavement of blacks in the 17th, 18th, and 19th centuries is one of
the worst things the United States has done, and progress in rectifying
our policies and institutions came slowly. Slavery was outlawed in 1865,
following the union victory in the Civil War. Yet physical violence,
sharecropping arrangements, segregation laws, and poll taxes and literacy
tests were used to subjugate blacks for another century in much of the
south, and residential segregation and employer discrimination hindered
opportunity in the rest of the country. In 1954, segregation in public
schools was ruled unconstitutional. Then, following a decade of activism
and protest by the civil rights movement, the Civil Rights Act of 1964
outlawed racial discrimination in school admissions, housing, hiring, and
pay. In the late 1960s state laws forbidding interracial marriage were
banned and affirmative action policies began.

A generation later, in 1997, Stephen and Abigail Thernstrom published a
major assessment of racial progress titled America in Black and White:
One Nation, Indivisible. Their conclusion was positive and optimistic.
“Today,” they wrote, “almost three-quarters of black families are above
the poverty line. In 1940, 87 percent of black families were in poverty; the
figure was down to 47 percent in 1960 and 26 percent in 1995. The black
college population has grown from 45,000 in 1940 to over 1.4 million
today, a thirtyfold increase. Sixty percent of employed black women were
domestic servants in 1940; today very few are. A majority, in fact, hold
white-collar jobs. The number of black men in professional occupations
has also risen impressively. Power and influence were exclusively white
prerogatives in 1940; there was no Vernon Jordan and no Michael
Jordan.”1 Nor, we can now add, was there a Barack Obama — America’s
first black president, elected in 2008 and again in 2012.
What does an updated look at our progress toward inclusion of African
Americans tell us? To what extent has progress continued?
EDUCATION AND LIVING STANDARDS
Measuring inclusion isn’t straightforward. Many of the available indicators
are of disparities in outcomes. This is partly because we often lack direct
measures of treatment or opportunity and partly because sharply and
persistently unequal outcomes foster a feeling of exclusion.
Let’s begin with education. Figure 1 shows the gap in test scores between
African Americans and whites at kindergarten and at age 9. The gaps are
sizable, but they’ve been decreasing steadily over the past two decades.

FIGURE 1. Education: black-white test score gap
Gap between average white score and average black score, in standard
deviations. Data source: Sean F. Reardon and Ximena A. Portilla, “Recent Trends
in Income, Income, Racial, and Ethnic School Readiness Gaps at Kindergarten
Entry,” AERA Open, 2016, figure 1 and table 2, using data from the Early Childhood
Longitudinal Studies (ECLS) and the National Assessment of Educational
Progress (NAEP).

Figure 2 shows that the share of African Americans completing high
school increased dramatically in the 1960s and 1970s, and by the mid1990s it had caught up with the white share. It has stayed level since
then. Here progress toward inclusion has been substantial and sustained.

FIGURE 2. Education: high school degree
Share of persons age 25-29. Data source: Census Bureau, “Educational
Attainment: CPS Historical Time Series Tables,” table 2.

African Americans have achieved similar, if not quite as rapid, gains in
college completion, as figure 3 shows. Whites have experienced a similar
rise, so the size of the gap has remained fairly constant. But we shouldn’t
conclude that the continued gap indicates a lack of progress.

FIGURE 3. Education: four-year college degree
Share of persons age 25-29. Data source: Census Bureau, “Educational
Attainment: CPS Historical Time Series Tables,” table 2.

As figure 4 shows, African Americans are more likely to be employed
today than a generation ago, despite the damaged wreaked by the 200809 economic crisis. At the same time, they haven’t moved closer to whites
in a relative sense; in fact, the racial gap in employment rates has
increased a little.

FIGURE 4. Employment rate
Share of the population age 25-64. The lines are loess curves. The vertical axis
doesn’t begin at zero. Data source: General Social Survey, sda.berkeley.edu,
series wrkstat.

A useful if imperfect indicator of the well-being of those at the bottom of
the economic ladder is the poverty rate — the share of people living in a
household with an income below the poverty line (about $12,000 for a
single individual and $24,000 for a family of four). As figure 5 indicates,
according to the official measure, the poverty rate for all groups dropped
sharply in the 1960s. That was especially true for African Americans. Since
the mid-1970s there’s been no further progress for whites. For African
Americans, the second half of the 1990s saw a further drop. While a
sizable gap remains, it is much smaller than in 1960 or even in 1990.

FIGURE 5. Poverty rate
Share of persons in households with income below the official poverty line. Data
source: Census Bureau, “Historical Poverty Tables,” table 2.

Have African Americans made similar progress in the middle? One indicator
is median earnings. As figure 6 shows, reliable data are available beginning
in the late 1960s. For white Americans, median earnings have been
stagnant since the early 1970s. For African Americans, median earnings
rose until the late 1970s, then were stagnant in the 1980s and early
1990s before rising again in the late 1990s. Since 2000 they have, like for
whites, been flat. So there has been some relative progress for blacks,
but it’s been muted, and the big picture here is that earnings have barely
budged for middle-class Americans since the 1970s.2

FIGURE 6. Median earnings
Median annual earnings for persons employed full-time year-round. “k” =
thousand. Data source: Census Bureau, “Historical Income Tables,” table P-38,
using Bureau of Labor Statistics data.

When we turn to household income, the picture is similarly unimpressive.
Indeed, as figure 7 shows, median household income for African
Americans is only a little higher today than it was half a century ago, and
there has been no progress in closing the gap with whites.

FIGURE 7. Median household income
Posttransfer-pretax income. “k” = thousand. Data source: Census Bureau,
“Historical Income Tables,” table H-5.

Nor has there been any closing of the gap in median household wealth, as
figure 8 indicates. Median wealth is shockingly low for African American
households, at less than $10,000.3

FIGURE 8. Median household wealth
“k” = thousand. Data source: Pew Research Center, “King’s Dream Remains an
Elusive Goal,” 2013, using Survey of Income and Program Participation (SIPP)
data.

So too with homeownership, which is the principal source of wealth for
most middle-class households. As figure 9 shows, we’ve seen no
progress for African Americans in absolute or relative terms since the mid1970s.

FIGURE 9. Homeownership
Data source: Joint Center on Housing Studies, Harvard University, The State of the
Nation’s Housing.

Figure 10 shows that fewer African Americans than whites say they are
satisfied with their community as a place to live. These data don’t go back
very far in time, so it’s impossible to tell whether or not there has been
progress.

FIGURE 10. Satisfied with community as a place to live
The vertical axis doesn’t begin at zero. Data source: Pew Research Center.

Since the early 1970s, the General Social Survey has regularly asked
Americans whether they think they are lower class, working class, middle
class, or upper class. Figure 11 shows that there is a sizable gap between
African Americans and whites in the share saying they are middle or upper
class, with little change over time among either group.

FIGURE 11. Perceived middle class or higher
Share of US adults saying they are middle or upper class. Response options:
lower, working, middle, upper. Data source: General Social Survey,
sda.berkeley.edu, series class.

FAMILY, HEALTH, SAFETY, SUBJECTIVE WELL-BEING
Next, let’s look at some “social” indicators of well-being. Figure 12 shows
the share of 25-to-64-year-olds who are married. The share is lower
among African Americans than among whites. It has been falling among
both groups, but more rapidly among blacks, so the gap has widened.

FIGURE 12. Marriage
Share of persons age 25-64 who are married. The lines are loess curves. Data
source: General Social Survey, sda.berkeley.edu, series marital.

Figure 13 shows the share of families with children that are headed by a
single parent. Here too the gap is large and has widened a little over
time.4

FIGURE 13. Single-parent families
Nonmarried, noncohabitating families with children as a share of all families with
children. The lines are loess curves. Data source: General Social Survey,
sda.berkeley.edu, series hhtype1.

Life expectancy, shown in figure 14, is an indicator on which African
Americans have made both absolute and relative progress. The average
black American lived 63.5 years in 1960. By 2014 that had increased to
75.5 years, just 3.5 years shy of the average among whites.

FIGURE 14. Life expectancy
Years at birth. The vertical axis doesn’t begin at zero. Data source: NCHS, National
Vital Statistics Reports.

African Americans are much more likely to be murdered than whites, as
figure 15 shows. Yet after widening from the mid-1960s through the early
1990s, the racial gap in homicide victimization has closed considerably,
and it’s now smaller than half a century ago.

FIGURE 15. Homicide victims
Per 100,000 persons. Data source: NCHS, Health, United States, 2015, table 17.

Suicide is less common among black Americans than among whites, as
figure 16 shows, making it one of the rare well-being indicators on which
African Americans enjoy an advantage. And that advantage has increased
over the past half century, particularly since 2000.

FIGURE 16. Suicides
Per 100,000 persons. Data source: NCHS, Health, United States, 2015, table 17.

The General Social Survey regularly asks Americans whether they are very
happy, pretty happy, or not too happy. As figure 17 indicates, African
Americans are less likely than whites to say they are very or pretty happy.
The gap has closed somewhat, though much of the progress came in the
1970s and 1980s.5

FIGURE 17. Very happy or pretty happy
Share of US adults. Question: “Taken all together, how would you say things are
these days — would you say that you are very happy, pretty happy, or not too
happy?” The lines are loess curves. The vertical axis doesn’t begin at zero. Data
source: General Social Survey, sda.berkeley.edu, series happy.

INTEGRATION IN NEIGHBORHOODS AND SCHOOLS
Inclusion doesn’t require full mixing. Not every neighborhood or school
has to perfectly match the racial mix in the population. Yet we can’t have
genuine inclusion if a group is heavily separated from others.
Residential segregation has been a core feature of the exclusion of blacks
from the American community, particularly in northern cities.6 Figure 18
shows that segregation in housing between blacks and whites has
declined significantly since 1970.7 Both of the standard measures, the
dissimilarity index and the isolation index, suggest this. The level of
segregation remains quite high; more than half of blacks and whites would
have to move to a different neighborhood to get to full integration. Still,
we do see progress.

FIGURE 18. Residential segregation
The dissimilarity index is the proportion of people that would have to move to a
different neighborhood in order to achieve perfect integration. The isolation index
measures the tendency of one group to live in neighborhoods where their share of
the population is above the citywide average. Excludes small rural areas. Data
source: Edward L. Glaeser and Jacob L. Vigdor, “The End of the Segregated
Century: Racial Separation in America’s Neighborhoods,” Manhattan Institute,
2012, figure 1.

In K-12 schools the pattern has been very different. Here a useful
measure is the share of black children who attend a majority nonwhite
school. Prior to the mid-1950s Brown v. Board of Education Supreme
Court ruling, school segregation was the law in 17 southern states. As
figure 19 shows, there was enormous progress in reducing school
segregation in the south in the 1960s. But since 1970 there’s been no
further advance, and even a little backsliding.8

FIGURE 19. School segregation in 17 southern states
Share of black children who attend a majority nonwhite school. Data source: Gary
Orfield and Erica Frankenberg, “Brown at 60,” The Civil Rights Project, 2014, table
3.

TREATMENT BY THE CRIMINAL JUSTICE SYSTEM
As figure 20 shows, in 1960 young black men were more than twice as
likely as their white counterparts to serve time in jail or prison. As the
country adopted a “lock ’em up” approach to crime control beginning in
the 1970s, this racial gap exploded.9 In 2000, 12% of African American
males aged 20-24 were incarcerated, versus 2% of whites. The disparity
has lessened a bit since then, but it remains huge.

FIGURE 20. Incarceration
Share in federal, state, and local jails. Data source: Derek Neal and Armin Rick,
“The Prison Boom and the Lack of Black Progress after Smith and Welch,” 2014.

Unequal and sometimes hostile treatment by police, judges, and other
elements of the criminal justice system is a long-running source of African
Americans’ perception of exclusion. “The police departments of your
country,” writes Ta-Nehisi Coates, “have been endowed with the authority
to destroy your body. It does not matter if the destruction is the result of
an unfortunate overreaction. It does not matter if it originates in a
misunderstanding. It does not matter if the destruction springs from a
foolish policy. Sell cigarettes without the proper authority and your body
can be destroyed. Resent the people trying to entrap your body and it
can be destroyed. Turn into a dark stairwell and your body can be
destroyed. The destroyers will rarely be held accountable. Mostly they will
receive pensions. And destruction is merely the superlative form of a
dominion whose prerogatives include friskings, detainings, beatings, and

humiliations. All of this is common to black people. And all of this is old for
black people.”10
In 2015, police killed approximately 1,000 people across the United
States, about 40 of which were unarmed African Americans.11 Are police
systematically more likely to shoot and kill unarmed blacks than whites?
We have two in-depth studies. Roland Fryer examined 1,332 police
shootings that occurred between 2000 and 2015. Fryer and his research
team found that in cases where the suspect didn’t have a weapon and
didn’t attack the police officers, the officers were more likely to fire their
weapon when the suspect was black. But in a more detailed look at cases
in the city of Houston, including not only instances in which a police
shooting occurred but also those in which it could have occurred but
didn’t, Fryer and his team found that police weren’t more likely to shoot
blacks. They also found that, across the nation, black suspects stopped
by police were more likely than white suspects to experience nonlethal use
of force — to be handcuffed, to be pushed to the ground, to have a gun
pointed at them.12
Sendhil Mullainathan found that 32% of those shot by police are black and
29% of arrestees are black. So given an arrest, a black person is no more
likely to be killed by police than a white person. If there is unfair or
unequal treatment, it is in the rate of arrest, rather than in the likelihood
of police shooting.13
So the data seem to suggest that blacks are more likely than whites to be
stopped by police and to experience use of force if stopped. Among those
stopped or arrested, blacks aren’t, it appears, more likely than whites to
be shot at or killed by police. It’s the fact that they are stopped and
arrested more frequently than whites that makes African Americans more
likely to end up shot at or killed.
Why are blacks more likely than whites to have encounters — stoppings,
arrests — with the police? In a 2016 Pew poll, 18% of blacks said they
have been stopped by police unfairly in the past 12 months, versus only
3% of whites. A 2016 Justice Department investigation found that for
years the Baltimore Police Department has systematically stopped,
searched, and arrested black residents without sufficient rationale.14
EMBRACE BY OTHER GROUPS
What does public opinion data tell us about the degree to which white
Americans embrace their black compatriots?
The American National Election Study routinely asks people to rate how
they feel about various groups and institutions on a “feeling
thermometer,” ranging from not favorable (0) to favorable (100). Figure
21 shows how Americans, on average, feel about blacks and about
whites. In 1964 there was a sizable gap, with the average feeling toward
blacks at 63 and the average toward whites at 83. The gap closed steadily
during the ensuing decades, and in 2004 it reached parity. There was
again a bit of separation in 2008 and 2012, but the gap remained good
bit smaller than it had been half a century earlier.

FIGURE 21. Feeling thermometer
Question: “When I read the name of a group, we’d like you to rate it with what we
call a feeling thermometer. Ratings between 50 degrees and 100 degrees mean
that you feel favorably and warm toward the group; ratings between 0 and 50
degrees mean that you don’t feel favorably towards the group and that you don’t
care too much for that group. If you don’t feel particularly warm or cold toward a
group you would rate them at 50 degrees. If we come to a group you don’t know
much about, just tell me and we’ll move on to the next one.” Data source: American
National Election Studies, sda.berkeley.edu, series vcf0206 (1964-2004),
v085064y (2008), ftcasi_black (2012) and vdf0207 (1964-2004), v085065c (2008),
ftcasi_white (2012).

Figure 22 shows direct indicators of whites’ attitudes toward African
Americans and toward their inclusion. Each suggests progress. Nearly all
whites now say they would vote for a qualified African American for
president, and indeed many did in 2008 and 2012. About three-quarters
say they’d be willing to live in a half-black neighborhood. A sizable
majority say they oppose housing discrimination and that blacks aren’t
lazy. Smaller but increased shares say it’s okay for blacks “to push where
not wanted” and okay for a close relative to marry a black person.

FIGURE 22. Whites’ embrace of African Americans
Share of white adults. The lines are loess curves. Vote for black president.
Question: “If your party nominated an African-American for President, would you
vote for him if he were qualified for the job?” Response options: yes, no. The line
shows the share responding yes. Data source: General Social Survey (GSS),
sda.berkeley.edu, series racpres. Willing to live in half black neighborhood.
Question: “Would you be favorable or opposed to … living in a neighborhood
where half of your neighbors were black?” Data source: GSS, series liveblks.
Oppose housing discrimination. Question: “Do you agree or disagree: White
people have a right to keep African-Americans out of their neighborhoods if they
want to, and African-Americans should respect that right.” Response options:
agree strongly, agree slightly, disagree slightly, disagree strongly. The line shows
the share responding disagree strongly. Data source: GSS, series racseg. Blacks
not lazy. Question: “Do people in the group tend to be hard-working or if they tend

to be lazy. Blacks.” The line shows the share choosing 1-4 on a scale of 1
(hardworking) to 7 (lazy). Data source: GSS, series workblks. Okay for blacks to
push where not wanted. Question: “Do you agree or disagree: African-Americans
shouldn’t push themselves where they’re not wanted.” Response options: agree
strongly, agree slightly, disagree slightly, disagree strongly. The line shows the
share responding disagree strongly. Data source: GSS, series racpush. Okay
close relative marry black person. Question: “What about having a close relative
marry a black person? Would you be very in favor of it happening, somewhat in
favor, neither in favor nor opposed to it happening, somewhat opposed, or very
opposed to it happening?” The line shows the share responding very in favor. Data
source: GSS, series marblk.

In the most thorough study to date of data on whites’ attitudes toward
African Americans, published in 2012, Lawrence Bobo and colleagues
conclude that “A Jim Crow-era commitment to segregation, explicit white
privilege, revulsion against mixed marriages, and the categorical belief that
blacks were inherently and biologically inferior to whites collapsed. Broad
support for equal treatment, integration, and a large measure of tolerance
supplanted these views.”
But the news isn’t entirely good. They also find that “despite accepting
integration as a general principle and a small minority presence in schools,
neighborhoods, or other public social spaces, whites express strong social
distance preferences.” And “negative racial stereotypes remain
widespread, but they differ from past stereotyping in two important ways.
Contemporary negative views of blacks have a gradational or qualified,
rather than categorical, character. The basis for such perceptions also
appears to have shifted away from presumed biological or natural
differences toward presumptions rooted in group culture.”15
WHAT DO AFRICAN AMERICANS THINK?
According to available public opinion survey data, African Americans are
fairly pessimistic about how far the United States has moved toward racial
equality, about whether the country has taken the steps needed to create
equal opportunity, about the prevalence and importance of discrimination,
and about race relations overall.
In 2013, the Pew Research Center asked a sample of Americans whether
they thought the country “has made a lot of progress toward Martin
Luther King’s dream of racial equality over the last 50 years.” As figure 23
indicates, only a third of blacks said yes.

FIGURE 23. The US has made a lot of progress toward Martin Luther
King’s dream of racial equality over the last 50 years
Share of African American adults. Data source: Pew Research Center, “King’s
Dream Remains an Elusive Goal; Many Americans See Racial Disparities,” 2013.

Figure 24 shows that even fewer African Americans — less than 10% in
2015 and 2016 — agree that “Our country has made the changes needed
to give blacks equal rights with whites.”

FIGURE 24. Our country has made the changes needed to give blacks
equal rights with whites
Share of African American adults. Data source: Pew Research Center, “On Views
of Race and Inequality, Blacks and Whites Are Worlds Apart,” 2016.

Figure 25 shows African Americans’ responses to a variety of questions
about discrimination and its impact. A third of blacks say they’ve
experienced discrimination in the past year. Half to three-quarters say
discrimination exists and is important in employment, living standards,
and treatment by police.

FIGURE 25. Discrimination’s prevalence and importance
Share of African American adults. The lines are loess curves. Blacks treated less
fairly than whites at work: “Are blacks in your community treated less fairly than
whites … on the job or at work?” Data source: Pew Research Center, “On Views of
Race and Inequality, Blacks and Whites Are Worlds Apart,” 2016. Blacks don’t have
as good a chance as whites to get job: “Blacks have as good a chance as whites
in my community to get any kind of job for which they are qualified.” Data source:
Gallup, “Americans’ Optimism About Blacks’ Opportunities Wanes,” 2016.
Discrimination is key reason blacks have harder time: “On the average, AfricanAmericans have worse jobs, income, and housing than white people. Do you think
these differences are mainly due to discrimination?” Data source: General Social
Survey, sda.berkeley.edu, series racdif1. Blacks treated less fairly than whites by
police: “Are blacks in your community treated less fairly than whites … in dealing
with police?” Data source: Pew Research Center, “On Views of Race and
Inequality, Blacks and Whites Are Worlds Apart,” 2016. Experienced discrimination
in past 12 months: “During the past 12 months, have you personally experienced
discrimination or been treated unfairly because of your race or ethnic background,

or not?” Data source: Pew Research Center, “On Views of Race and Inequality,
Blacks and Whites Are Worlds Apart,” 2016.

Finally, figure 26 shows that about two-thirds of African Americans think
race relations in the US are bad.

FIGURE 26. Race relations are bad
Share of African American adults. Question: “Do you think race relations in the
United States are generally good or generally bad?” Data source: Pew Research
Center, “On Views of Race and Inequality, Blacks and Whites Are Worlds Apart,”
2016.

WHY SUCH LIMITED PROGRESS SINCE 1963?
America has progressed toward greater inclusion of African Americans.
We see this in the absolute improvement on a number of indicators and
the relative improvement on some. At the same time, the amount of
progress since the 1970s has been disappointingly limited. Why is that?
There are three main explanatory candidates.
One stresses continued discrimination. Research consistently finds that
discrimination still exists and that it matters. The clearest signal comes
from “audit” studies, in which are large number of (fake) job applicants
are matched along a host of relevant criteria, with the only noteworthy
difference being their race.16 What’s less clear is the degree to which
discrimination accounts for our limited progress toward racial inclusion in
the past generation, particularly given that, although we have little hard
data, discrimination almost certainly has continued to decrease.
A second hypothesis suggests that cultural factors matter most — in
particular, a culture among African Americans that attaches less value to
family stability, education, and employment.17 Culture surely does affect
people’s life chances to an appreciable degree, but this account falls short
in the face of research that finds less-educated African American women
are just as committed as middle-class white women (perhaps moreso) to
marriage and that many black males from less-advantaged homes are no
less dedicated to school and work than their white counterparts.18 The
culture hypothesis also fails to account for limited progress by middleclass African Americans.
Probably the most important reason why America has stumbled in its
movement toward greater racial inclusiveness was highlighted by William
Julius Wilson in The Declining Significance of Race, The Truly
Disadvantaged, and When Work Disappears: economic restructuring has
made employment and wage increases less likely and more precarious for

working-class and middle-class Americans, regardless of their race or
ethnicity. Because of the prior effects of slavery, racism, and
discrimination along with the contemporary impact of the criminal justice
system, African Americans are overrepresented among this group. More
of them have thereby suffered from this economic transformation.19
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About 4% of Americans identify as lesbian, gay, bisexual, transgender, or
queer.1 That number is likely to rise; it’s 7% among millennials versus just
1-2% among those aged 50 or older.2
Inclusion has three components: (1) Similar treatment by key institutions
(schools, the legal system, etc.) and by other groups. (2) Opportunity to
participate fully in society, which entails not just the absence of barriers,
but also, where necessary, ample supports. (3) Embrace as part of the
community.
LGBTQs have long been among the most excluded groups in America.
This has begun to change, and in some respects we’ve made remarkable
progress. How far have we come? How far do we have yet to go?

FIGURE 1. Population share of LGBTQs and other historically excluded
groups
Share of Americans. The dark line is LGBTQ persons. Data source for LGBTQs:
Pew Research Center. Data sources for other groups: Census Bureau; OECD;
General Social Survey.

ARE SEXUAL ORIENTATION AND GENDER IDENTITY
BIOLOGICAL OR SOCIAL?
The best evidence on the causes of sexual preference comes from
comparison of identical twins and fraternal twins. Identical twins share the
exact same DNA, while fraternal twins don’t, so traits that are caused
mainly or entirely by genes will tend to be more similar among pairs of
identical twins than among pairs of fraternal twins.

Twin studies have found that many identical twins differ in their sexual
orientation. When one is lesbian or gay, often the other isn’t. This
suggests that genes aren’t destiny when it comes to sexual preference.
On the other hand, identical twins are more likely than fraternal twins to
have the same sexual orientation, which suggests that biology does play
a significant role. This is true for both lesbian women and gay men.3
As figure 2 shows, a growing share of Americans have come to view
homosexuality as something a person is born with rather than a product
of upbringing or environment.

FIGURE 2. Being gay or lesbian is something a person is born with
Share of adults. Question: “In your view, is being gay or lesbian something a
person is born with, or due to factors such as upbringing and environment?” Data
source: Gallup, “Gay and Lesbian Rights,” gallup.com.

There is less research on gender identity, but here too between-twin
similarity is much more common among identical twins than among
fraternal twins, suggesting that genes play a role. In-utero processes,
particularly exposure to testosterone during pregnancy, also appear to be
a key influence.4
EQUAL TREATMENT UNDER THE LAW
There is no federal government law that explicitly bans discrimination in
employment or housing based on sexual orientation or gender identity.
However, the Equal Opportunity Employment Commission has ruled (in
2012 and 2015) that employment discrimination on either of these
grounds is a form of sexual discrimination and therefore illegal under the
1964 Civil Rights Act. In addition, 22 states outlaw discrimination based
on sexual orientation, and 20 states outlaw it based on gender identity or
expression.5
GROWING TOLERANCE, BUT LIMITED EMBRACE
Americans’ tolerance of nontraditional sexual orientation and gender
identity has increased sharply in the past generation. A steadily rising
share say, for example, that homosexuals should have equal rights in
terms of job opportunities, should be allowed to marry (see below), and
would be okay to have as a neighbor.6
LGBTQ Americans appear to recognize this shift. In a 2013 survey, 92%
of adults identifying as LGBT said society had become more accepting of
them in the previous decade.7

Yet tolerance isn’t the same thing as inclusion, and we’re still a long way
from genuine embrace. As figure 3 shows, while the share has increased
significantly, as of 2016 only half of Americans say homosexuality is “not
wrong at all” when given the response options not wrong at all, wrong
sometimes, almost always wrong, and always wrong.

FIGURE 3. Homosexuality is not wrong at all
Share of adults. Question: “What about sexual relations between two adults of the
same sex? Do you think it is wrong or not wrong?” Response options: always
wrong, almost always wrong, wrong sometimes, not wrong at all. The line shows
the share responding not wrong at all. Data source: General Social Survey,
sda.berkeley.edu, series homosex.

The story is similar for the share who say they wouldn’t be upset to learn
their child is gay or lesbian, as figure 4 shows.

FIGURE 4. Wouldn’t be upset to learn child is gay or lesbian
Share of adults. Question: “What would be your reaction if your child told you he or
she was gay or lesbian?” Response options: very upset, somewhat upset, not
upset, don’t know. The line shows the share responding not upset, with don’t
know responses excluded. Data source: Bruce Drake, “How LGBT Adults See
Society and How the Public Sees Them,” Pew Research Center, 2013, using Los
Angeles Times and Pew data.

On several occasions the Pew Research Center has asked American adults
what they think about lesbian and gay couples raising children. As of
2013, just two-thirds said they think it’s a good thing or doesn’t make
much difference, as figure 5 shows.

FIGURE 5. Lesbian or gay couples raising children is a good thing or
doesn’t make much difference
Share of adults. Question: “Do you think more gay and lesbian couples raising
children is a good thing, a bad thing, or doesn’t make much difference for
American society?” The line shows the share responding good thing or doesn’t
make much difference, with don’t know responses excluded. Data source: Pew
Research Center, “A Survey of LGBT Americans,” 2013.

How does Americans’ embrace of LGBTQs compare to other rich
democratic nations? Since the early 1980s the World Values Survey has
periodically asked people to rate on a scale of 1 to 10 whether they think
homosexuality “can always be justified, never be justified, or something in
between.” As figure 6 shows, as of 2012 only a little more than 20% of
Americans said that homosexuality is always justifiable. This put us
behind a number of comparator countries, and well behind the leaders.
The same is true for the share saying homosexuality is not wrong at all,
shown in figure 7 (here the most recent cross-country data are for 2008).

FIGURE 6. Homosexuality is always justifiable
Share of adults. Question: “Please tell me for each of the following actions whether
you think it can always be justified, never be justified, or something in between …
homosexuality.” The line shows the share responding always justifiable. Data
source: World Values Survey and European Values Survey.

FIGURE 7. Homosexuality is not wrong at all
Share of adults. Question: “What about sexual relations between two adults of the
same sex? Do you think it is wrong or not wrong?” Response options: always
wrong, almost always wrong, wrong sometimes, not wrong at all. The line shows
the share responding not wrong at all. Data source: International Social Survey
Programme (ISSP).

Here is Paula England’s description of the experience of a typical gay
American8 :
“To understand what it means to be a member of a sexual minority group,
consider the situation of a hypothetical 17-year-old name Tom, who has
just recently begun to identify himself as gay…. Tom listens to rock
music, and most of the songs are about sex or romance between men
and women. The plots of most television shows or movies feature
romances or sexual escapades between men and women. In his high
school, bias against gays abounds. His male friends frequently insult
each other with the term no one wants to be called (‘fag’), and another
common put-down is ‘You’re so gay!’ Tom was never on the receiving
end of these insults, and he doesn’t want to be either; that’s one reason
he doesn’t want to tell people at his high school that he is gay. He also
hears friends say “no Homo’ jokingly when they are touching each other.
At his family’s church, nothing is said pro or con about homosexuality, but
his friend who belongs to a more conservative church says that, at his
church, the preacher talks about the evils of being gay from the pulpit.
Tom reads that same-sex marriage is now legal in the United States, but
the only weddings he or his parents have been to involve a man marrying
a woman. He has never met a married couple consisting of two men. He
certainly can’t imagine gaining popularity and figures he might invite
ridicule if he asks a boy to his senior prom. It is little wonder that Tom
gets the impression that his same-sex attractions are something to hide.
His experience is typical of young people growing up gay, lesbian, or
bisexual.
“But some members of the LGBTQ community experience even worse
things. Those who show affection for someone of the same sex are often
ridiculed by youth peer groups, regardless of whether they appear
masculine or feminine. Some employers refuse to hire those they think
are gay or fire people upon discovering it.”

In 2013, the Pew Research Center surveyed Americans about their
attitudes toward LGBT persons. One of the questions asked was “How
much social acceptance is there today of …?” Figure 8 shows the level of
acceptance as perceived by LGBT adults who were surveyed. A majority
felt that bisexual women and men, lesbians, and gay men are at least

somewhat accepted. But only a third or less felt that each of these
groups is accepted a lot. And the perceived level of acceptance for
transgender persons was very low; only 3% believe there is a lot of
acceptance, and another 18% perceive some acceptance.

FIGURE 8. LGBT perceptions of social acceptance of LGBT groups
Share of LGBT adults. Question: “How much social acceptance is there today of
lesbian women, gay men, bisexual women, bisexual men, and transgender
persons?” Response options: a lot, some, little or none. Data source: Pew
Research Center, “A Survey of LGBT Americans,” 2013, ch. 2.

In the same 2013 survey, 59% of LGBT adults reported being subject to
slurs or jokes because of their sexual orientation or gender identity, 39%
reported having been rejected by a friend or family member, 30% said
they had been threatened or physically attacked, 29% said they had been
made to feel unwelcome at a place of worship, 23% said they had received
poor service at a restaurant, hotel, or other place of business, and 21%
reported being treated unfairly by an employer.9
Hate crimes against LGBTQ persons have decreased in frequency over the
past two decades, as figure 9 shows. But the decline has been small, and
LGBTQs are among the most common victims of such crimes, along with
Jews and Muslims.

FIGURE 9. Hate crimes
Per 100,000 persons in the victim group. The dark line is LGBT persons. Data
sources: The hate crime victim data are from FBI, “Hate Crime Statistics,” Uniform
Crime Reports, various years, table 1. The population data are from the Census
Bureau and Gallup.

Given the still very limited embrace by their fellow Americans, it’s not
surprising that many LGBTQs hide their sexual preference and/or gender

identity. A steadily growing share have been “coming out.” We can tell this
in part by the fact that about 75% of Americans say they have a friend or
relative or coworker who has told them they are gay or lesbian, up from
25% in the mid-1980s, as figure 10 indicates. Even so, as of 2013 only
56% of LGBT adults said they had told their mother about their sexual
orientation, and just 39% had told their father.10

FIGURE 10. Know someone who is lesbian or gay
Share of adults. Question: “Do you have any friends or relatives or coworkers who
have told you, personally, that they are gay or lesbian?” Data source: Gallup, “Gay
and Lesbian Rights,” gallup.com.

Only 18% of LGBT adults say they are very happy, compared to 30% of
all adults, as figure 11 shows.

FIGURE 11. Very happy
Share of adults. Question: “Generally, how would you say things are these days in
your life? Would you say that you are very happy, pretty happy, or not too happy?”
Data source: Pew Research Center, “A Survey of LGBT Americans,” 2013.

Studies suggest that 25% to 45% of transgender Americans have
attempted suicide, with the largest such study finding a figure of 41%.11
SAME-SEX MARRIAGE
Allowing lesbians and gays to marry enhances their freedom and their
ability to feel part of the community. It also confers various legal benefits,
such as the ability to file a joint tax return, to receive spousal and
survivor Social Security benefits, to be eligible for health insurance on
your spouse’s plan, to stay with your spouse in a hospital room, and
more.

Same-sex marriage is legal everywhere in America, due to the Supreme
Court’s 2015 Obergefell v. Hodges decision. This is in some respects a
stunning development. Just two decades ago, in 1996, the federal
government passed the “Defense of Marriage Act” stipulating that
marriage must be between a man and a woman.12 A number of states
also passed prohibitions of same-sex marriage in the 1990s and 2000s
via referendum or legislation.
The tide began to turn in 2004 when Massachusetts’ state supreme court
ruled the Defense of Marriage Act unconstitutional and legalized same-sex
marriage in the state. In 2012, Maine, Maryland, and Washington legalized
same-sex marriage via popular referendums, and in the next two years
courts in six other states declared bans on same-sex marriage to be
unconstitutional. The Supreme Court’s Obergefell decision forbids states
from banning same-sex marriage or refusing to recognize same-sex
marriages in other states.
The legal change paralleled a shift in public opinion about same-sex
marriage. As figure 12 shows, the share of Americans who think samesex marriage should be legal has jumped from around 10% in the late
1980s to just shy of 60% in 2016.

FIGURE 12. Same-sex marriage should be legal
Share of adults. GSS question: “Do you agree or disagree: homosexual couples
should have the right to marry one another?” Response options: strongly agree,
agree, neither agree nor disagree, disagree, strongly disagree. The line shows the
share who strongly agree or agree. Data source: General Social Survey,
sda.berkeley.edu, series marhomo. Pew question: “Do you strongly favor, favor,
oppose, or strongly oppose allowing gays and lesbians to marry legally?” The line
shows the share who strongly favor or favor. Data source: Pew Research Center,
“Changing Attitudes on Gay Marriage,” pewforum.org, 2015.

As of mid-2017, 23 of the world’s 190-plus nations have legalized samesex marriage.13 The Netherlands was the first to do so, in 2001. Among
the rich longstanding-democratic countries, only Australia, Austria, Italy,
Japan, South Korea, and Switzerland haven’t.
Are there grounds for objecting to this development? In the US, the 14th
amendment’s equal protection principle implies that government should
not discriminate on the basis of sexual orientation unless there is some
compelling reason to do so. Is there a compelling reason?
Some arguments look to children. On average, children fare better with
their two original parents than with a single parent (never-married,
divorced, or widowed) or with a parent and step-parent.14 If same-sex
marriage weakens the link between marriage and childrearing, perhaps it

will encourage out-of-wedlock births and thereby harm children. This
argument, however, implies that we also should outlaw marriage among
the elderly, and no one favors doing that. Also problematic for this line of
reasoning is the fact that out-of-wedlock births have been increasing
steadily for half a century, long before same-sex marriage was legalized.15
Ross Douthat once offered a variant of this argument. Opposite-sex-only
marriage law, he suggested, “holds up the domestic life … in which
children grow up in intimate contact with both of their biological parents
as a uniquely admirable approach to child-rearing.”16 That might be so.
But should we, then, prohibit a person with a child from marrying anyone
who isn’t the child’s other biological parent? That doesn’t seem sensible.
Others contend that children fare better with heterosexual parents than
with homosexual ones. However, the best available research suggests
that isn’t true.17
Will same-sex marriage cause the institution of marriage to decay? While
that is conceivable, similar worries in the past about inter-class and interracial marriage proved unfounded.18
Might same-sex marriage eventually lead us down a slippery slope to
legalization of polygamy? It isn’t clear why it would, since same-sex
marriage embraces the traditional stipulation of one and only one marital
partner.
CURRENT TRANSGENDER CONTROVERSIES
While LGBTQ persons in the United States face various types of
restrictions and discriminatory treatment, we’ve been moving in the right
direction. Two notable exceptions are the Trump administration’s new
policy banning transgender persons from military service and rules that
require Americans to use public bathrooms that correspond to their sex
at birth.
The US military ended its ban on service by lesbians and gays in 2011. It
did the same for transgender persons in 2016. Estimates of the number
of trans Americans who currently serve in the military range from 2,500 to
15,000.19 More than 70% of Americans think they should be allowed to
do so, as figure 13 indicates.

FIGURE 13. Transgender persons should be allowed to serve in the
military
Share of adults. Question: “Do you think transgender people should be allowed to
serve in the military, or not?” Data source: Quinnipiac, as reported by
pollingreport.com.

However, the Trump administration has said it intends to reverse the
position on transgender military participation. The stated reason is that
allowing transgender persons is “disruptive,” that it “erodes military
readiness and unit cohesion.”
The best available evidence suggests that diversity actually doesn’t tend
to reduce unit cohesion. Alexander Downes explains 20 :
“Despite widespread hostility to the idea beforehand, a post-World War II
Army survey about the experience of units that received black infantry
replacements after D-Day found 80 percent of white officers and 96
percent of white NCOs stated that black and white soldiers had gotten
along very well or fairly well. Other studies have shown that the
integration of women, gays, and transgender people into the U.S. military
— or other militaries around the world — has not adversely affected
cohesion, either. The reason is simple: The heterogeneity of a group’s
members is unrelated to its cohesiveness…. Indeed, much research has
shown that diverse individuals can come together and perform effectively
as a group if they are committed to achieving a goal that requires
cooperation, known as ‘task cohesion.’ In other words, soldiers need not
like each other to perform a task well.”

President Trump also has said that the military “cannot be burdened with
the tremendous medical costs” of having transgender persons in the
armed forces. Yet that cost is estimated to be only 0.1% of the military’s
total medical spending on its members.21
Should transgender persons be required to use restrooms that
correspond to their sex at birth, or should they be allowed to use
restrooms that correspond to their gender identity? As figure 14
indicates, Americans are split evenly on this issue. The chief argument
made by those who favor the sex-at-birth requirement is that male sexual
predators might take advantage of transgender-inclusive laws to attack
women and/or children in public restrooms. Yet nearly 20 states have had
inclusive bathroom laws in place for a long time, and those laws aren’t
correlated with greater incidence of such attacks.22

FIGURE 14. Transgender persons should be allowed to use public
restrooms of the gender they identify with
Share of adults. Question: “If you had to choose, which comes closest to your
view? Transgender people should be allowed to use the public restrooms of the
gender with which they currently identify or required to use public restrooms of the
gender they were born into.” Data source: Pew Research Center, “Where the
Public Stands on Religious Liberty versus Nondiscrimination,” 2016.

SUMMARY
Americans have become much more tolerant toward LGBTQ persons in
recent decades, and the legalization of same-sex marriage in 2015 was a
milestone in this development. Yet we remain a long way from inclusion.
Public opinion surveys suggest a sizable minority of Americans think
homosexuality is wrong, oppose same-sex marriage, don’t like the idea of
lesbians and gays raising children, and would be upset if their own child
was lesbian or gay. Many LGBTQs experience discrimination, and they are
one of the groups most frequently victimized by hate crimes.
Among LGBTQs, transgender persons experience the least social
acceptance. And at the moment, even some of their basic rights and
opportunities — to serve in the military and to use restrooms that
correspond to their gender identity — are under threat.
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Pundits routinely opine that we live in a violent era, and lots of Americans
fear violence.1 About half say they worry “a great deal” about crime and
violence, and a third report that they’re afraid to walk alone at night
somewhere within a mile of their residence, as we see in figures 1 and 2.
This is understandable. Fear of violence is stoked by policy makers,
aspiring or already in office, who aim to sound tough on crime.2
Campaigning for president in 2016, Donald Trump warned that “crime is
out of control and rapidly getting worse.” But there’s a more basic
reason. Few of us have any clue about actual rates of violence, and we
tend to estimate the probability of something occurring based on the ease
with which we can recall examples of it. Given our near-constant access to
the internet, social media, television, and radio, we are bombarded with
examples of violence — terrorist attacks, mass shootings, police killings of
unarmed African Americans, gang violence in urban ghettos, sexual
assaults on college campuses, brutal civil wars, dictatorships committing
genocide. This makes it likely we’ll perceive the level of violence to be much
greater than it actually is.

Figure 1. Worry a great deal about crime and violence
Share of US adults. Question: “How much do you personally worry about crime and
violence?” Response options: a great deal, a fair amount, only a little, not at all, no opinion.
The graph shows the share responding “a great deal,” with no opinion responses excluded.
The line is a loess curve. Data source: Gallup, “Crime,” gallup.com.

Figure 2. Afraid to walk alone at night near residence
Share of US adults. Question: “Is there any area near where you live — that is, within a mile
— where you would be afraid to walk alone at night?” The lines are loess curves. Data
sources: Gallup, “Crime,” gallup.com; General Social Survey, sda.berkeley.edu, series fear.

In fact, we live in probably the least violent period in human history. For
roughly the past 5,000 years, violence around the world has been
decreasing, not increasing. In the United States, violence did rise in the
1960s and 1970s, but it began falling in the 1990s and is now back near
pre-1960s levels. How, and why, has this happened?
THE LONG-RUN DECLINE IN VIOLENCE
In The Better Angels of Our Nature, Steven Pinker documents a steady
downward trajectory of human violence over the past 5,000 years.3 Pinker
begins with fact that, contrary to long-held assumption, humans aren’t
biologically programmed to be violent. We are susceptible to five motives
for violence: practical (means to an end), dominance, revenge, sadism,
and ideology. But other motives and practices — empathy, self-control,
the moral sense, and reason — orient us away from violence.
The level of violence among humans thus depends on the degree to which
institutions and policies reduce the benefits and increase the costs of
violence and the degree to which they allow our anti-violence motives to
flourish. Three institutions that do this have become increasingly
prevalent: government, commerce, and information, knowledge, and
science. Government helps because a centralized authority can prevent
and punish violence more effectively and on a larger scale than other
actors. Commerce reduces violence because exchange of goods and
services makes other people more valuable alive than dead. Literacy,
mobility, schooling, and mass media increase our awareness and
understanding of other people, which encourages us to empathize with
them. Application of knowledge and rationality allows people “to recognize
the futility of cycles of violence, to ramp down the privileging of their own
interests over others’, and to reframe violence as a problem to be solved
rather than a contest to be won.”4 The growth of government, commerce,
and information, knowledge, and science account for much of the decline
in violence over time.
Pinker identifies a number of key advances. The first, beginning around
5,000 years ago, was the transition from “the anarchy of hunting,
gathering, and horticultural societies … to the first agricultural civilizations
with cities and governments,” which brought “a reduction in the chronic
raiding and feuding that characterized life in a state of nature and a more
or less fivefold decrease in rates of violent death.”5

A second major advance occurred in western Europe beginning in the late
middle ages. It consisted of a tenfold to fiftyfold reduction in homicide due
to “the consolidation of a patchwork of feudal territories into large
kingdoms with centralized authority and an infrastructure for commerce.”6
Figure 3 shows the steady drop in homicide rates in five European
nations.

Figure 3. Decline in homicides in western Europe after the middle ages
Homicides per 100,000 population. The vertical axis is on a log scale. Data source: Steven
Pinker, The Better Angels of Our Nature, 2011, figure 3.3, using data from Manuel Eisner,
“Long-Term Historical Trends in Violent Crime,” Crime and Justice: A Review of Research,
2003.

The humanitarian revolution during the enlightenment period in the 17th
and 18th centuries brought a third major advance. It featured “the first
organized movements to abolish slavery, dueling, judicial torture,
superstitious killing, sadistic punishment, and cruelty to animals, together
with the first stirrings of systematic pacifism.”7 Figure 4 shows the decline
in the use of judicial torture in major countries beginning around 1700,
figure 5 the spread of slavery abolition, and figure 6 the reduction in
executions in the United States.

Figure 4. Decline in use of judicial torture in major countries
Number of major countries using judicial torture. The countries, in the order in which they
ended judicial torture, are England, Scotland, Prussia, Denmark, Sweden, Bohemia, Austria,
Italy, France, United States, Switzerland, Netherlands, Spain, Portugal, Russia. Data source:
Steven Pinker, The Better Angels of Our Nature, 2011, figure 4.2.

Figure 5. Decline in legal slavery
Number of countries with slavery abolished. The vertical axis is inverted. Data source: Steven
Pinker, The Better Angels of Our Nature, 2011, figure 4.6.

Figure 6. Decline in executions in the US
Number of executions per 100,000 population. Data source: Steven Pinker, The Better Angels
of Our Nature, 2011, figure 4.4.

World Wars I and II were notable exceptions to the downward trend in
violence, but they were, in all likelihood, genuine exceptions rather than a
shift in direction. Since the end of the second world war, violence has
declined along a number of dimensions. Figure 7 shows that deaths
produced by wars involving the “great powers” have dropped sharply, and
are now at their lowest point in recorded history. Figure 8 shows a
similarly dramatic decline in deaths from all wars between and within
countries since the 1950s. Figure 9 shows the decrease in deaths from
genocide. In addition, the rights revolutions beginning in the 1950s
brought a “growing revulsion against aggression on smaller scales,
including violence against ethnic minorities, women, children,
homosexuals, and animals.”8

Figure 7. Decline in deaths from wars involving the great powers
Number of battle deaths. “m” = million. The vertical axis is on a log scale. Data source: Steven
Pinker, The Better Angels of Our Nature, 2011, figure 5.15.

Figure 8. Decline in deaths from interstate wars, international civil wars, and
civil wars
Number of battle deaths. “k” = thousand. Data source: Steven Pinker, The Better Angels of
Our Nature, 2011, figure 6.4.

Figure 9. Decline in deaths from genocide
Deaths per 100,000 population. Data source: Steven Pinker, The Better Angels of Our Nature,
2011, figure 6.7, using data from Rudolph Rummel (light line) and the Political Instability
Task Force (dark line).

The only noteworthy exception to the downward trend in violence since
the middle of the twentieth century is terrorist killings. The number has
jumped sharply since 2010, as figure 10 shows. The level, it’s worth

emphasizing, remains very low.

Figure 10. Deaths from terrorism
Deaths per 100,000 population. Data source: Global Terrorism Database.

THE RISE AND DECLINE OF VIOLENCE IN THE UNITED
STATES SINCE 1960
In the US, the long-run trend in violence has mirrored the worldwide
pattern. Figure 11 shows estimates of the homicide rate going back to
1700 (with reliable statistics beginning in the 1930s). The decline is
marked.

Figure 11. Homicides
Per 100,000 population. Data sources: 1700-1900 from Claude S. Fischer, “A Crime Puzzle,”
Made in America, 2010; 1900-1932 from Douglas Lee Eckberg, “Estimates of Early
Twentieth-Century U.S. Homicide Rates: an Econometric Forecasting Approach,”
Demography, 1995, table 4; 1933-1950 from M. Duane Smith and Margaret A. Zahn, eds.,
Homicide: Sourcebook of Social Research, Sage, 1998, figure 2.1, using FBI data; 1950ff from
Bureau of Justice Statistics, using FBI Uniform Crime Reports data.

The long downward trend in violence was interrupted in the 1960s and
1970s. As figure 12 shows, all four types of violent crime — homicide,
rape, aggravated assault, and robbery — increased sharply beginning in
the 1960s. Then, in the early 1990s, they began to fall. The homicide rate
dropped all the way back to its 1960 level, and robbery isn’t far behind.
Rape and aggravated assault have declined less rapidly but still a good bit.
What caused this unexpected rise and fall of violent crime in the United
States?

Figure 12. Violent crime
Per 100,000 population. Each series is rescaled to vary from lowest value to highest value.
Data source: Bureau of Justice Statistics, using FBI Uniform Crime Reports data.

One prominent hypothesis points to the economy. Crime is influenced by
changes in the economy and in people’s (real and perceived) economic
well-being. When jobs are plentiful and wages are rising, there is less
incentive for people to commit robberies or other types of theft that can
sometimes escalate to violence.9 However, the condition of the economy
is mainly helpful for explaining short-run (year-to-year) fluctuations in
violent crime. The US economy has been more difficult to navigate for
many poor, working-class, and even middle-class Americans since the late
1970s,10 but that can’t account for the large rise in violent crime in the
1960s and 1970s, nor for the steady drop since the early 1990s.11
In the 1980s and 1990s it was common for conservatives to attribute
rising crime to the breakdown of the traditional male breadwinner family,
the weakening of community organizations, and the turn away from
religion. However, since the early 1990s those institutions haven’t
strengthened — indeed, most measures suggest they’ve continued to
weaken12 — while violent crime has declined significantly.
Most violent crime is committed by males aged 15 to 30. The baby boom
from 1945 to 1964 produced a surge in the number of 15-to-30-year-old
males beginning in the early 1960s. This demographic bulge surely
contributed to the rise in violent crime in the 1960s and 1970s. Yet the
baby boom’s peak 15-to-30-year-old population year was 1980, so if
demography is a strong driver of trends in violent crime, we would expect
a decline commencing around that time. Instead, the crime decline began
nearly a decade and a half later.13
A fourth theory, the most influential one in guiding our policy choices,
focuses on incarceration. Locking up more criminals and keeping them in
jail or prison longer ought to reduce crime by getting perpetrators off the
street (incapacitation) and by deterring potential perpetrators
(deterrence). From 1973 to around 2000, we steadily ramped up
aggressiveness in putting criminals in prison and keeping them there for
long periods of time. The “war on drugs” began in the 1970s under the
Nixon administration. Mandatory minimum sentences, “three strikes” laws,
and “truth in sentencing” laws, which forced judges to assign long prison
terms irrespective of case circumstances, were added in the 1980s and
1990s. The likelihood of being arrested for committing a crime didn’t
change much, but the likelihood of being convicted if arrested, the
likelihood of being sentenced to prison or jail given a conviction, and the
typical length of sentences all increased sharply.14

While incarceration surely helps to reduce violent crime, there are limits to
its effectiveness. As one recent summary puts it 15 :
“Deterrence theory is underpinned by a rationalistic view of crime. In this view,
an individual considering commission of a crime weighs the benefits of offending
against the costs of punishment. Much offending, however, departs from the
strict decision calculus of the rationalistic model…. Offenders must have some
knowledge of criminal penalties to be deterred from committing a crime, but in
practice often do not. Furthermore, suddenly induced rages, feelings of threat
and paranoia, a desire for revenge and retaliation, and self-perceptions of
brilliance in the grandiose phase of manic-depressive illness all can limit a
potential offender’s ability to exercise self-control. Also playing a role are
personality traits and the pervasive influence of drugs and alcohol: in one study,
32 percent of state prison inmates reported being high on drugs at the time of
their crime…. The influence of crime-involved peers who downplay the longterm consequences of punishment is relevant as well. Taken together, these
factors mean that, even if they knew the penalties that could be imposed under
the law, a significant fraction of offenders still might not be able to make the
calculation to avoid crime.”

The timing of the trend in violent crime is broadly consistent with the
incarceration hypothesis. As figure 13 shows, we began locking more
people up in the early-mid 1970s, and violent crime began falling in the
early-mid 1990s.16

Figure 13. Incarceration and violent crime
Per 100,000 population. Incarceration in federal prison, state prison, or local jail. Data source:
Bureau of Justice Statistics, “Total Correctional Population.” Violent crime: homicide, rape,
aggravated assault, and robbery. Data source: Bureau of Justice Statistics, using FBI Uniform
Crime Reports data.

Yet there are several empirical problems for the incarceration hypothesis.
The lag between the rise in incarceration and the decline in crime was two
decades. That’s longer than we might expect if incarceration has a large
impact, though this may owe partly to the fact that much of the rise in
incarceration was for drug crimes, rather than for violent crimes.17 Other
rich countries didn’t follow the US lead in ramping up incarceration in the
1970s, 1980s, and 1990s, yet they too experienced a drop in violent
crime beginning in the mid-1990s, as figure 14 shows.18 In the US, states
that have reduced incarceration since 2000 have enjoyed the same
continued decline in violent crime as states that have maintained or
increased incarceration.19 According to the most thorough assessment to
date, a 2014 report prepared for the National Academy of Sciences, “On
balance, panel data studies support the conclusion that the growth in
incarceration rates reduced crime, but the magnitude of the crime

reduction remains highly uncertain and the evidence suggests it was
unlikely to have been large.”20

Figure 14. Homicides
Homicides per 100,000 population. Data source: OECD. The non-US average decreased from
1.5 in 1991 to 0.8 in 2010.

A fifth explanation points to two innovations in policing strategy. One is
commonly known as “broken windows” or “zero tolerance” policing. The
hypothesis is that aggressive deterrence and punishment of small
offenses, such as vandalism and public drinking, creates an atmosphere of
order and lawfulness and thereby reduces violent crime.21 The other is
“place-based” or “hot-zone” policing, whereby police departments use
computers to identify areas in a city where a large number of crimes are
reported and quickly blanket the area with police.22
The principal evidence supporting a large impact of policing comes from
New York City, which adopted these two strategies in 1993 under new
police commissioner William Bratton. New York’s murder and violent crime
rates fell sharply over the next two decades.23 The problem for this
explanation is that many other large cities that didn’t adopt these
strategies, or did so only later, experienced drops in violent crime similar
in timing and magnitude to that of New York, as figure 15 shows.24

Figure 15. Homicides in New York and other large cities
Homicides per 100,000 population. The other cities are Atlanta, Boston, Chicago, Cleveland,
Dallas, Denver, Detroit, Houston, Los Angeles, Miami, Minneapolis, Philadelphia, Phoenix,
San Diego, San Francisco, San Jose, Seattle, and Washington DC. Data source: Bureau of
Justice Statistics.

Recently, some analysts have begun looking into the role of exposure to

lead during childhood. Such exposure, via car emissions or old paint, is
associated with lower cognitive ability, weaker aggression and impulse
control, increased likelihood of attention deficit disorder, and greater
likelihood of being arrested for violent crime in adulthood. Use of leaded
gasoline in cars rose sharply between the late 1930s and early 1970s. We
then began to phase it out. As figure 16 suggests, a plot of the violent
crime rate matches very closely the rise and decline of lead in gas 23 years
earlier. The same is true for a number of other rich nations. In addition,
states varied in the rate at which lead exposure rose and fell, and state
variation in trends in violent crime has tended to match these patterns.
So too for six large cities.25

Figure 16. Lead in gasoline and violent crime
Each series is rescaled to equal 1 in 1960. Lead in gasoline: tons per 1,000 population. Data
source: Kevin Drum, “Lead: America’s Real Criminal Element,” Mother Jones, 2013, using
data from Rick Nevin. Violent crime: per 100,000 population. Data source: Bureau of Justice
Statistics, using FBI Uniform Crime Reports data.

What, then, are the chief causes of the rise and decline in violent crime in
the United States? Social scientists are nowhere close to consensus.26
GUNS
No issue related to safety is more contentious in the United States than
the role of guns. While Americans are justly horrified by mass shootings,
they’ve killed fewer than 500 people, in total, since the early 1980s, out of
the roughly 77 million Americans that died over that period.27 The big
numbers are in non-mass shootings: around 15,000 Americans are
murdered each year, about two-thirds of them with guns. Would there be
fewer if we banned guns or had tougher gun restrictions?
The over-time pattern in the US since 1960 suggests little or no effect of
guns on the homicide rate. As figure 17 shows, the share of homes that
have a gun has been relatively flat throughout the past half century, while
the number of guns per person in the country has increased sharply.
Neither trend looks to be useful in predicting the homicide rate, which, as
we’ve seen, jumped sharply in the 1960s and 1970s and then declined
equally sharply beginning in the early-mid 1990s.

Figure 17. Guns and homicides
Homes with a gun data sources: Gallup; General Social Survey, sda.berkeley.edu, series
owngun. Guns per 10 persons: data are available for only two years, 1968 and 2009. Data
source: William J. Krouse, “Gun Control Legislation,” Congressional Research Service, 2012,
pp. 8-9. Homicides data source: Bureau of Justice Statistics, using FBI Uniform Crime
Reports data.

Compared to other rich nations, the United States has a very high
prevalence of guns and a very high rate of gun killings, as figure 18
shows. This seems to support the notion that more guns results in more
homicides. However, countries differ in lots of ways, and America is
particularly idiosyncratic. If we remove the US from the picture, the
apparent correlation between guns and gun homicides weakens
considerably, which suggests reason to doubt the importance of guns.

Figure 18. Guns and homicides
Solid line: all 21 countries. Dashed line: US excluded. Gun homicides: per 100,000
population. Data source: United Nations Office on Drugs and Crime. Guns: per 100 persons.
Data source: “Gun Homicides and Gun Ownership Listed by Country,” The Guardian, 2012,
using Small Arms Survey data.

In 1994, the Clinton administration passed a crime law that included a ban
on some types of assault weapons. The ban appears to have had little
impact on homicides.28 This is partly because manufacturers made some
alterations to assault-type guns that allowed them to get around the law,
and also because assault weapons, although scary, are used in only a
small share of gun killings. The ban expired after ten years, and it hasn’t
been reinstated.
A more comprehensive change in gun policy in Australia seems to have
had a larger impact. After a mass shooting that killed 35 people, Australia
in 1996 banned semiautomatic and automatic rifles and shotguns,

instituted a mandatory buyback program to take existing guns out of
circulation, and instituted background check and mental health
requirements for purchases of other types of guns. In the subsequent
decade, gun homicides dropped by 59%.29
Comparison across states might be informative. A recent, very thorough
cross-state analysis concluded that universal background checks are one
of the few policies associated with lower gun killings.30
We also could compare across cities. A study published nearly three
decades ago compared Seattle with Vancouver. These two cities were
similar demographically and economically and just 140 miles apart, but
Vancouver had much more restrictive gun laws. The analysts found that
burglary and assault rates were similar in the two cities, but gun killings
were much more common in Seattle.31
The best evidence is quasi-experimental: comparison of changes in gun
prevalence and changes in gun killings across countries, states, or cities.
Studies pursuing this type of approach have yielded mixed findings.32
If reducing the prevalence of guns would decrease homicides, how large
would the effect be? The average gun homicide rate in other rich
democracies is one-tenth of the US rate. Total gun homicides in the US
are about 11,000 a year, so reducing our rate to the average among
comparator nations would translate into about 10,000 fewer gun
homicides per year. That’s a lot of lives, though it pales in comparison to,
say, the 600,000 Americans killed by heart disease each year, the
580,000 killed by cancer, the 120,000 by accidents, the 100,000 by
alcohol, and the 25,000 by illegal drugs.33 What we don’t know is whether
a significant reduction in guns actually would get us such a large reduction
in homicides.
We may be on firmer ground when it comes to suicides. About 20,000
Americans kill themselves with a gun each year, approximately half the
total number of suicides. Of all attempts at suicide, only 11% succeed,
but for those who use a gun the rate is 90%.34 Reducing the prevalence
of guns thus might yield a sizable drop in the number of suicides.
How could we reduce gun prevalence? There is little chance the federal
government will adopt a policy of prohibition. As figure 19 indicates, fewer
than half of Americans favor a ban on assault weapons and only a quarter
support a ban on handguns. Even if there were more public support, the
National Rifle Association (NRA) could probably ensure blockage of
legislation in the House or Senate or via a presidential veto. And in the
unlikely event that a ban became law, the courts might well rule it
unconstitutional.35

Figure 19. Favor banning guns
Share of US adults. Handguns question: “Do you think there should or should not be a law
that would ban the possession of handguns, except by the police and other authorized
persons?” Assault rifles question: “Are you for or against a law which would make it illegal
to manufacture, sell, or possess semi-automatic guns known as assault rifles?” Data source:
Gallup, “Guns,” gallup.com/poll.

Another option is to more tightly restrict gun purchases.36 As figure 20
shows, this tends to have the support of a healthy majority of Americans.
Nearly 90%, for instance, support requiring a universal background check
before a person is allowed to buy a gun, and 75% support requiring a
police permit.

Figure 20. Favor stricter requirements for gun purchases
Share of US adults. More strict question: “In general, do you feel that the laws covering the
sale of firearms should be made more strict, less strict, or kept as they are now?” Data source:
Gallup, “Guns,” gallup.com/poll. Police permit question: “Would you favor or oppose a law
which would require a person to obtain a police permit before he or she could buy a gun?”
Data source: General Social Survey, sda.berkeley.edu, series gunlaw. Background check
question: “Would you favor or oppose a law which would require universal background
checks for all gun purchases in the US using a centralized database across all 50 states?” Data
source: Gallup, “Guns,” gallup.com/poll.

SUMMARY
Nearly every type of violence is less common today than at any previous
point in human history, due largely to the expansion of government,
commerce, and information, knowledge, and science. There have been
hiccups — World Wars I and II, the rise in violent crime in the US in the
1960s and 1970s, the recent rise in terrorist killings — but so far these
have proved to be exceptions to the long-run decline in violence rather
than reversals of the trend.

The rise in violent crime in the 1960s and 1970s was one of the most
significant developments in the US in the past century, with consequences
not just for crime victims but for the large number of young Americans
who, due to our “lock ’em up” policy reaction, became much more likely to
serve a lengthy spell behind bars.37 There is little agreement among social
scientists about the key determinants of the violent crime explosion and
its equally pronounced decline beginning in the early-mid 1990s.
The United States is unique among rich democratic nations in the
pervasiveness of guns. There are approximately 300 million guns in the
country, nearly one for each person, and roughly 40% of homes have one
or more of them. Reducing the number of guns in America almost
certainly would reduce homicides, and also suicides, but we don’t know by
how much. Public support for banning guns is low, and opponents have
other means of blocking such measures in any case. Prospects seem
better for tightening restrictions on the purchase of guns.
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Trade is the buying and selling of goods and services across national
borders. Exports are goods and services produced in the United States
and purchased in some other nation; imports are produced outside the
US and purchased here. Trade is one aspect of globalization, which also
includes cross-border movement of people (migration), money (foreign
investment), jobs (outsourcing), and culture, along with supranational
decision making (United Nations, World Trade Organization, International
Court of Justice).
Most economic analysts believe trade contributes to economic efficiency
and therefore faster economic growth. One recent estimate suggests that
about 10% of worldwide economic growth since the early 1990s owes to
trade.1
Trade between poor nations and rich ones can help the incomes of people
in poor countries grow faster. If producers in poor countries are able to
sell their goods and services in rich countries, the size of the market
expands enormously. There are more customers and those customers
are, on average, able to pay more than customers in the poor country.
This enables increased production in the poor country, which usually leads
to more jobs and rising wages. Virtually every successful economic
development story of the past half century — including South Korea,
Taiwan, Hong Kong, Singapore, China, Brazil, Botswana, and Mauritius —
has relied heavily on exports to rich countries.2
This matters a great deal, because much of the world’s population is
poorer than even the least well-off in the United States. Figure 1 offers
one way to see this. It shows that the income of the poorest 5% of
Americans (ventile 1 on the horizontal axis) situates them at the 68th
percentile of the world’s income distribution, meaning their average
income is higher than that of two-thirds of the world’s population. In
Brazil, a person in the middle of the distribution (10 on the horizontal
axis) has an income similar to Americans at the bottom. In China and
even more so in India, the bulk of the population is less well-off than the
lowest-income Americans. Between 2000 and 2012, China’s share of
world manufacturing exports increased from 5% to 17%, and during that
decade more than 200 million Chinese moved up into the global middle
class.3

FIGURE 1. Household incomes in the US and three poorer countries
Source: Branko Milanovic, The Haves and the Have-Nots, Basic Books, 2011,
figure 3. Each “ventile” is 5% of the population in a country. Ventile 1 is the poorest
5%; ventile 20 is the richest 5%.

In theory, trade between a poor nation and a rich one is beneficial not
only for people in the poor country but also for those in the rich one.
Imports give people in the rich country more choice of goods and services
to buy. Imported goods and services also typically come at a lower price,
because wages in the poor country are lower than in the rich country. As
of 2013, for instance, total compensation for a manufacturing employee
averaged $7 per hour in Mexico, compared to $36 in the United States.4
At the same time, imports can hurt workers in rich nations. When
Americans purchase imported goods or services instead of ones produced
in the United States, that may reduce jobs and/or wages for some
American workers — especially the less-skilled, whose labor is more easily
replicated in poor countries.
Between 2000 and 2012, imports from China jumped from 1% of
America’s GDP to nearly 3%.5 That’s a large increase in a fairly short span
of time. David Autor and colleagues find that this increase in imports from
China may have cost Americans 2.4 million jobs.6 Another estimate puts
the figure at 3.2 million.7 In principle those workers could have shifted to
other jobs, but in practice that can be difficult unless the displaced worker
is willing to accept significantly lower pay and/or move to another city or
state. Trade with poorer nations probably also reduces Americans’ wages.
Some workers who have lost a job or experienced a drop in wages receive
unemployment compensation, trade adjustment assistance, or other
government benefits, but those transfer benefits haven’t been nearly
sufficient to offset the loss.8
Trade with low-wage countries periodically flares up as a key issue in
American politics, especially during presidential elections. Candidates for
the presidency often promise to pursue a “tougher” trade policy, by which
they mean reducing imports from poor countries in order to save more
Americans’ jobs.
Would it be a good thing if the United States imported fewer goods and
services from Mexico, China, India, and other developing nations?
AMERICA’S TRADE POLICY AND IMPORTS

Let’s begin by looking at how US trade policy has changed over time and
how it compares with that of other affluent countries. Policies to reduce
imports include tariffs (taxes on imposes), quotas, restrictions, and
regulations. Figures 2 and 3 show two measures that combine these
various policies, one available since 1995 and the other only since 2011.
They suggest that America’s trade policy openness is similar to that of
most other rich nations, and that it’s gotten somewhat more open in
recent decades, but not dramatically so.

FIGURE 2. Trade freedom
Scored on a scale of 0 to 100, with higher scores indicating greater freedom. The
score is based on a country’s average tariff rate and the extensiveness of non-tariff
barriers to imports. Data source: Heritage Foundation, heritage.org/index.

FIGURE 3. Trade policy openness
Scored on a scale of 1 to 6, with higher scores indicating greater openness. Data
source: International Chamber of Commerce, “ICC Open Market Index.” “Asl” is
Australia.

Figure 4 shows imports as a share of gross domestic product (GDP),
going back to 1970. The US has tended to import less than most other
affluent nations. That isn’t because we’ve had a more protectionist policy
approach to trade (see figures 2 and 3). It owes mainly to our large size,
which means there are plenty of domestic producers in most product
markets, and to the fact that it costs more to transport goods from
Europe to the United States than from one country within Europe to
another.
While the level of imports varies widely across these countries, figure 4
shows considerable similarity in the trend over time. In most of them we
observe a steady increase since 1970.

FIGURE 4. Imports
Imports as a share of GDP. Data source: OECD, data.oecd.org. “Asl” is Australia;
“Aus” is Austria.

So the United States doesn’t have a policy approach to trade that is
notably more open than that of other rich countries. Nor do we import
more; on the contrary, we import less. And despite the rise in imports
from China since 2000, America hasn’t experienced an unusually large
surge in imports overall, neither compared to the past generation as a
whole nor relative to other affluent nations.
IMPORTS AND EMPLOYMENT
Next, let’s consider employment. Although service jobs are increasingly
vulnerable to replacement abroad, the concern among the American public
and policy makers is mainly about jobs in manufacturing. Figure 5 shows
manufacturing employment as a share of the working-age population
since 1970. The break in the lines is due to a change in measurement. In
both periods, 1970-99 and 2000-15, US manufacturing employment
declined steadily, at about the same pace as in most other rich countries.

FIGURE 5. Manufacturing employment
Share of the population aged 15-64. The break in the data series is due to a
change in measurement. Data source: OECD, stats.oecd.org and data.oecd.org.
“Asl” is Australia; “Aus” is Austria.

Figure 6 shows the over-time patterns another way. It shows the average
per-year change (decrease) in manufacturing employment in the two
periods. The countries are ordered by their change over the full period
from 1970 to 2015. The United States is in the middle of the pack. Its
employment rate in manufacturing declined, on average, by about one-

fifth of one percent each year — more than in some countries such as
South Korea and Japan, but much less than in others, such as Ireland,
Sweden, the UK, and France.
Here too we see no indication of a sharp acceleration in the damage
around the year 2000. Employment loss in manufacturing was only
slightly more rapid from 2000 to 2015 than it had been from 1970 to
1999.

FIGURE 6. Change in manufacturing employment
Change per year in manufacturing employment as a share of the population aged
15-64. The countries are ordered by change over the entire period, from smallest
decrease (Korea) to largest (Ireland). Data source: OECD, stats.oecd.org and
data.oecd.org. “Asl” is Australia; “Aus” is Austria.

Could the United States significantly alter the downward trend in
manufacturing employment? The fact that this trend has been ongoing for
half a century, and that it has occurred in all rich countries, suggests
grounds for skepticism. According to Dani Rodrik, “there is virtually
nothing you can do with trade policy … that is going to bring substantial
manufacturing employment back to the U.S.”9
What about Germany in the period since 2000? Figures 5 and 6 show that
manufacturing employment in Germany has decreased only slightly during
these years, less than in any other rich nation. Was this because
Germany imposed tariffs or limits on Chinese imports, or kept its currency
(the euro) low relative to China’s? No. Three things account for
Germany’s apparent success. First, the new manufacturing employment
data series begins only in 2005 for Germany, so the data in figures 5 and
6 don’t include the period from 2000 to 2004, when manufacturing
employment fell in nearly all other nations. Second, Germany’s
manufacturing sector has some distinct, idiosyncratic advantages — the
apprenticeship system, a dense layer of middle-sized manufacturing
supplier firms, and large successful exporters with considerable brand
recognition.10 Third, Germany’s success in retaining manufacturing jobs
during and after the 2008-09 economic crisis was only partly about
manufacturing itself. Germany’s comparatively strong employment
performance during these years was even stronger in services than in
manufacturing, which suggests that its trade rules and practices may
have played little role in its success relative to other rich nations.11
Developments in the United States since 2009 might offer an additional

clue about the prospects for a resurgence of manufacturing jobs. China
has become less attractive as a site for manufacturing, due to an increase
in transportation costs caused by rising oil prices (prior to 2015), an
increase in Chinese wages, and an increase in the value of China’s
currency.12 Since 2009, US manufacturing output has increased by about
20%, as some factories have moved back from China, other new ones
have opened, and existing ones have increased production. Yet
manufacturing employment in the US has increased by only 5%, because
most of the new factories are heavily automated.13
IMPORTS AND WAGES
Imports threaten not only Americans’ jobs but also wages. When
employers are able to shift production abroad to a lower-wage country,
they can use this as a threat in negotiating pay with existing employees.
That creates downward pressure on the wages of many workers in
manufacturing and some in services.
For American workers on the middle and lower rungs of the wage ladder,
wages (adjusted for inflation) have been essentially stagnant since the
late 1970s, as figure 7 shows. Imports, which increased steadily during
this period (figure 4), almost certainly have contributed to this wage
stagnation. But changes to many other institutions and policies also
contributed, including greater use of computers and robots, the
shareholder value revolution in corporate governance, heightened
competition in domestic product markets, union decline, rising
immigration, and stagnation in the federal minimum wage.14

FIGURE 7. Wages
Hourly wage at the fiftieth (median) and tenth percentiles of the wage distribution.
2012 dollars; inflation adjustment is via the CPI-U-RS. Data source: Economic
Policy Institute, “Wages Deciles,” The State of Working America, using Current
Population Survey (CPS) data.

So how much of the wage standstill is due to imports? Imports as a share
of US GDP increased faster in the 1970s than in the 1980s or 1990s, yet
wages rose in the 1970s, were stagnant in the 1980s and the first half of
the 1990s, and then rose rapidly in the late 1990s.15 This suggests
imports’ effect on wage trends probably was fairly small. The surge in
imports from China in the early 2000s may have had a larger impact.
David Autor and colleagues estimate that it reduced wages for Americans
by an average of $213 per year.16
IMPORTS AND AMERICANS’ OVERALL ECONOMIC
WELL-BEING

Standard economic theory predicts that, overall, trade will enhance the
financial well-being of people in not only poor exporting countries but also
rich importing ones. That is, even taking into account the loss of income
experienced by individuals who lose their job or have their wages reduced,
the importing nation’s population as a whole will benefit, due to the lower
prices they pay for goods and services coupled with greater efficiency in
the economy and a resulting increase in overall employment.
What does the evidence tell us about whether this has in fact been the
case for the United States? We have a variety of estimates.
Pablo Fajgelbaum and Amit Khandelwal estimate that the average gain
from trade for Americans is equivalent to 8% of income. They also find
that the gain is larger for households with lower income, who tend to
spend a much larger portion of their income on goods that are made
more cheaply abroad and therefore cost less than if made in the US.17
Lorenzo Caliendo and colleagues estimate that in the immediate aftermath
of a large trade shock such as the increase in Chinese imports the US
experienced after 2000, the net benefits of trade to Americans may be
close to zero. Once workers are able to move to new localities and regions
in order to get back into employment, the net benefits become positive
and sizeable.18
The US International Trade Commission estimates that, as of 2013,
eliminating the (relatively few) trade restrictions we have in place would
boost Americans’ welfare by about 0.02% of GDP.19
A 2012 survey of 50 academic economists by the University of Chicago’s
Booth School of Business found that 96% of those responding agreed
with the statement “Some Americans who work in the production of
competing goods, such as clothing and furniture, are made worse off by
trade with China.” Yet 100% agreed that “Trade with China makes most
Americans better off because, among other advantages, they can buy
goods that are made or assembled more cheaply in China.” Similarly, 98%
agreed that “On average, citizens of the US have been better off with the
North American Free Trade Agreement than they would have been if the
trade rules for the US, Canada, and Mexico prior to NAFTA had remained
in place.” And 96% agreed that “Freer trade improves productive efficiency
and offers consumers better choices, and in the long run these gains are
much larger than any effects on employment.”20
So according to the best available estimates, and the consensus among
experts, trade is a net positive for Americans’ living standards.
WHAT DO AMERICANS THINK?
Survey organizations such as Gallup, Pew, and the General Social Survey
began regularly asking Americans about their views on trade and trade
policy in the early 1990s. What the survey responses suggest is that
Americans are divided about the effect of imports and about what our
trade policy should be. As figures 8 through 11 show, between a third
and half of American adults say they think the impact of foreign trade and
free trade agreements has been bad for the US, and between half and
two-thirds believe we should limit imports.

FIGURE 8. Foreign trade is more a threat than an opportunity
Estimated share of US adults. Question: “What do you think foreign trade means
for America? Do you see foreign trade more as — an opportunity for economic
growth through increased US exports or a threat to the economy from foreign
imports?” Response options: opportunity, threat, both, neither, no opinion. The
chart shows the share responding threat, with both, neither, and no opinion
responses excluded. Data source: Justin McCarthy, “Americans Remain Upbeat
About Foreign Trade,” Gallup, 2016.

FIGURE 9. Free trade agreements have been bad
Estimated share of US adults. Question 1: “In general, do you think that free trade
agreements like NAFTA and the policies of the World Trade Organization have
been a good thing or a bad thing for the United States?” Question 2: “In general, do
you think that free trade agreements between the US and other countries have
been a good thing or a bad thing for the United States?” Response options for
questions 1 and 2: good thing, bad thing, don’t know. The chart shows the share
responding bad thing, with don’t know responses excluded. Question 3: “Do you
think free trade agreements have definitely helped, probably helped, probably hurt,
or definitely hurt the financial situation of you and your family?” Response options
for question 3: definitely helped, probably helped, neither/doesn’t affect me,
probably hurt, definitely hurt, don’t know. The chart shows the share responding
probably hurt or definitely hurt, with don’t know responses excluded. Data source:
Pew Research Center, “Free Trade Agreements Seen as Good for US, But
Concerns Persist,” 2015.

FIGURE 10. Free trade agreements are bad for jobs and wages
Estimated share of US adults. Jobs question: “Do free trade agreements create
jobs in the US, lead to job losses, or not make a difference?” Response options:
create jobs, not make a difference, lead to job losses, mixed/it depends, don’t
know. The chart shows the share responding lead to job losses, with mixed/it
depends and don’t know responses excluded. Wages question: “Do free trade
agreements make the wages of American workers higher, lower, or not make a
difference?” Response options: higher, not make a difference, lower, mixed/it
depends, don’t know. The chart shows the share responding lower, with mixed/it
depends and don’t know responses excluded. Data source: Pew Research
Center, “Free Trade Agreements Seen as Good for US, But Concerns Persist,”
2015.

FIGURE 11. America should limit imports
Estimated share of US adults. NYT-CBS question: “Which of the following
statements comes closer to your opinion: (1) trade restrictions are necessary to
protect domestic industries, or (2) free trade must be allowed, even if domestic
industries are hurt by foreign competition?” Response options: trade restrictions
are necessary, free trade must be allowed, don’t know. The chart shows the share
responding trade restrictions are necessary, with don’t know responses excluded.
Data source: New York Times. GSS question: “How much do you agree or
disagree with the following statement: America should limit the import of foreign
products in order to protect its national economy.” Response options: agree
strongly, agree, neither agree nor disagree, disagree, disagree strongly. The chart
shows the share responding agree strongly or agree. Data source: General Social
Survey, SDA Archive, series imports.

One recent study found that, in an experimental setting, Americans were
more likely to prefer an outcome of trade in which one American is better
off but 1,000 people from the trading partner country are worse off
rather than an outcome in which one American is worse off while 1,000
people in the other nation are better off.21
This skepticism toward trade and imports on the part of a significant

share of Americans may help account for some of the dynamics of the
2016 Republican and Democratic presidential primaries. Donald Trump and
Bernie Sanders argued for a more restrictive trade policy. Sanders favored
“reversing trade policies like NAFTA, CAFTA, and PNTR [permanent normal
trade relations] with China.” His aim: “If corporate America wants us to
buy their products, they need to manufacture those products in this
country, not in China or other low-wage countries.”22 Trump threatened
to put a 45% tax (tariff) on Chinese imports and a 35% tax on Mexican
imports “if they don’t behave.”23 Trump and Sanders consistently drew
very large crowds at their speaking events, and they were among the top
three vote-getters (along with Hillary Clinton).
POLICY OPTIONS
Like technological advance and trade within nations, international trade
tends to increase overall economic well-being but to impose a cost on
some people in the form of lost jobs and/or lower wages.
The appropriate policy response to technological progress and to trade
within the United States isn’t to block it or limit it. Instead, it’s to provide
the people harmed with some compensation and help in adapting. Helpful
cushions and supports include unemployment insurance, portable
pensions and health insurance, schooling, retraining, job placement
assistance, wage insurance, infrastructure improvement for hard-hit
communities, and a higher minimum wage and Earned Income Tax Credit.
The argument in favor of this approach is even stronger when it comes to
international trade. If we restrict technological advance, cross-state trade,
or international trade, Americans suffer as consumers. For international
trade, there is an additional victim: the workers in poor countries who lose
out on the jobs and higher wages that international trade generates.
Many of these people have living standards far below those of the United
States (figure 1), which means the net benefits from trade are that much
greater. In the words of David Autor, “The gains to the people who
benefited are so enormous — they were destitute, and now they were
brought into the global middle class. The fact that there are adverse
consequences in the United States should be taken seriously, but it
doesn’t tilt the balance.”24 This line of reasoning favors an approach put
succinctly by Joseph Stiglitz in his book Making Globalization Work: “Rich
countries should simply open up their markets to poorer ones, without
reciprocity and without economic or political conditionality.”25
(This doesn’t imply support for any and all “free trade agreements.” Such
pacts may be stuffed with provisions protecting particular rich-world firms
or industries to a degree that, on net, the agreement will hurt rather than
help poor nations.26 )
A skeptic might ask why the same conclusion doesn’t apply to migration
of people from poor countries to rich ones. For it, too, there are clear net
welfare gains, because living standards for immigrants increase much
more than they decrease for members of the native-born population who
lose their job or see their wages fall. So why shouldn’t a country like the
United States let in as many immigrants as want to come? The answer is
that a very large flood of immigrants might pose too great a challenge for
local economies and governmental agencies to handle. The evidence
suggests that isn’t the case with trade. Even the China shock during the
first decade of this century turned out to be manageable.
But why not use just a little protectionism to limit imports in certain

sectors, or in certain vulnerable parts of the country? The free trade
position has three responses.
First, some barriers to imports aren’t too objectionable. Indeed, the
United States still has some in place today, and the losses to well-being
here and abroad probably aren’t massive. But by the same token,
advocates of small-bore protectionism ought to acknowledge that this
strategy isn’t likely to do much to slow the decline of manufacturing
employment in the United States, nor to get wages for workers in the
bottom half rising again.
Second, in the present US context, arguing for tougher trade policy or
against free trade agreements may be an unwise use of political capital.
The cushions and supports needed to help Americans harmed by
international trade are also needed to aid the victims of technological
change and of within-country trade, and they are underdeveloped in the
US — inadequate in coverage, funding, and coordination. Part of the
reason these programs are inadequate is that debate about trade tends
to get stuck on the question of whether or not to limit imports. Three
groups have an interest in framing the debate in these terms: Republicans
who find it helpful to argue that Democrats are protectionist and thereby
against Americans’ interests as consumers,27 lobbyists for firms that
stand to benefit from import restrictions, and workers in manufacturing
and offshorable services. Even when the proposed restrictions are
relatively minor — minimal labor and/or environmental standards, for
instance — once this door is opened, it almost inevitably takes center
stage in the debate. Far less attention, if any, gets devoted to the
adjustment and cushioning side. As a result, the political constituency and
momentum for cushions and supports tend to be far smaller than they
could be.28
Third, there is a symbolic consideration. America has, arguably, been at its
best when we’ve embraced globalization and sought to improve the wellbeing of people in other countries. Think of World Wars 1 and 2, the
Marshall Plan, opposition to communist expansion, the Peace Corps, US
leadership in creating and supporting international organizations and
procedures (the UN, the IMF, the World Bank, Bretton Woods, GATT).
The United States is among the richest societies in human history. We do
have economic problems, including stagnant wages for half or more of the
workforce and limited employment opportunity for some. But choosing to
address these challenges by restricting access to our markets, at the
expense of the world’s poorest, sends a message that may not be worth
the relatively small gain.
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toward a position that forgoes limits on imports. Democrats could then
ask voters whether they prefer globalization and technological advance
with less government help (the usual Republican position) or with
more.
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Economic, political, and social conditions are better in some nations than
in others. Since we don’t get to choose which country we’re born in,
fairness requires some opportunity for migration, particularly for the least
well-off. Migration also can be a source of economic advance for recipient
countries, with immigrants bringing new energy, ideas, and skills.
On the other hand, migration can pose challenges for recipient countries,
from maintaining order and safety to protecting cultural norms and
community to ensuring jobs and wages for native-born citizens. And
sending nations can suffer from “brain drain” if their most talented depart.
What impact has immigration had on America and Americans? What is our
immigration policy? How might we change it going forward?
MIGRATION TO THE US AND OTHER COUNTRIES
In 2015, 244 million people, about 3.5% of the world’s population, lived
outside their country of birth.1 If immigrants were a country, it would be
the fifth largest.
Major source nations include India (16 million), Mexico (12 million), China
(10 million), the Philippines (5 million), and Syria (5 million). The chief
recipients are the world’s affluent countries, where about 70% of
migrants go.2
As figure 1 shows, there’s been a gradual rise in migration since 1980.

FIGURE 1. Foreign-born share worldwide

Data source: Michael Dimock, “Leaving Home,” Pew Research Center, 2016,
using United Nations data.

America has long been a land of immigrants. The US population consists
almost entirely of the descendants of immigrants; Native Americans are
only about 1%. And the US is home to more current migrants than any
other country — about 45 million. The largest source countries are Mexico
(12 million), China (2.5 million), and India (2 million).
Figure 2 shows the foreign-born share of the US population since the
mid-1800s. The immigrant share peaked in the early 1900s, then fell
sharply, then rose again beginning in the 1970s. The level today, around
13% of the population, is close to the peak of a century ago.

FIGURE 2. Foreign-born share in the US
Includes both legal and illegal immigrants. Data source: Census Bureau.

While America hosts the largest number of foreign-born persons, our
foreign-born population share is only middle-of-the-pack among the
world’s rich nations, as figure 3 shows.

FIGURE 3. Foreign-born share in rich nations
Data source: OECD.

HISTORY OF US IMMIGRATION POLICY
America’s immigration policy was minimally restrictive in the 1800s and
early 1900s. It turned heavily restrictive from 1921 to 1965. Since 1965 it
has been moderately restrictive. These shifts in policy are the main cause
of the over-time changes in immigration flows we see in figure 2 above.3

Prior to the 1920s there were few limits on immigration into the US.
Exceptions included an 1882 law limiting immigration from China
(completion of the transcontinental railroad in 1869 reduced the need for
Chinese laborers), an 1892 law barring immigrants with severe diseases,
and a 1917 literacy requirement for immigrants over age 16.
By the early 1900s, immigrants to the United States increasingly were
coming from southern and eastern Europe. Many were Catholic or Jewish.
Given religious intolerance and stereotypes about laziness, these changes
led to growing public discomfort with immigration. World War I and the
1917 Russian revolution added a worry about the potential spread of
communism. In 1921, congress passed the Quota Law, profoundly
altering America’s immigration policy. Together with amendments in 1924
and 1929, the Quota Law limited the annual number of immigrants from
each country to 3% of the persons of that nationality currently in the US.
The aim was to reduce the volume of immigration and freeze its existing
ethnic mix.
Over the following four decades there was only one noteworthy exception
to the Quota Law’s restrictionist orientation. From the 1940s to the mid1960s, the Bracero Program allowed up to 500,000 Mexicans to enter the
US each year as temporary guest workers.
In 1965, the Immigration Act reoriented US immigration policy. It ended
the national origins system, though it retained an upper limit on the total
number of legal immigrants. It instituted a system for ranking immigration
applicants, with preference given first to family reunification and second to
persons with needed skills. The new law also ended the guest worker
arrangement with Mexico and established a cap on the number of
immigrants from the Western hemisphere (later changed to a cap per
country).
While the 1965 law remains the basis of our immigration policy policy
today, there were two important amendments in the 1980s. First, the
1980 Refugee Act exempted political refugees from the numeric limit. The
number of refugees permitted to enter is decided each year by the
president and congress. Second, illegal immigration into the US increased
steadily after the guest worker program with Mexico was ended in 1965.
The 1986 Immigration Reform and Control Act offered a path to
citizenship (amnesty) for illegal immigrants living in the US since 1982 but
also attempted to deter further illegal immigration by imposing stiff
penalties on businesses caught employing undocumented workers.
The 1986 act was the last major change to US immigration law. In 2006
and 2007 the Bush administration tried to pass immigration reform bills
proposing something similar to the 1986 law — a path to citizenship for
illegal immigrants who have been here for several years coupled with
stronger penalties on businesses that employ illegals. Each bill passed in
one body of congress but failed to pass in the other.4
In 2012 and 2014, the Obama administration issued executive actions
shielding from deportation persons who were brought to the United
States illegally as children and undocumented parents of US citizens and
permanent residents. However, these were blocked by the courts in 2016.
IMMIGRATION’S EFFECTS
Much of the debate about immigration has to do with its economic
consequences. As consumers, Americans benefit from low-skilled

immigrants via reduced cost of housing construction and of various
services. But do low-skilled immigrants reduce jobs and wages for lowskilled native-born Americans? Social scientists disagree about the answer
to this question. Some conclude that they do reduce employment and/or
wages, and that the impact is large.5 Others have found that they do, but
just a little.6 Some recent analyses conclude that there is no such
impact.7
Do immigrants cost more in government services and transfers than they
pay in taxes? Here there is more agreement among researchers. Just as
among native-born Americans, immigrants with low education are a net
minus and those with high education are a net plus.8
How does immigration affect adherence to our country’s traditional
values? One view is that growing diversity of ethnicity, cultures, and
religions inevitably brings a dilution of such values. The composition of
immigration may also matter. In the early 1900s, more than 90% of
immigrants came from Europe, whereas now only about 10% do.
However, the evidence suggests that this worry may be misplaced.
Today’s immigrants, on average, are more likely to be employed, less likely
to divorce, and attend church more frequently than native-born
Americans.9
A related concern is about immigration’s impact on community. A century
ago each immigrant group was so small (Polish Jews, Italian Catholics,
etc.) that it had little hope of preserving its culture for more than a
generation or two. And a fluid economy provided lots of opportunity for
upward mobility. Immigrants therefore tended to assimilate by the second
or third generation — speaking English, marrying outside the group,
integrating into schools, employment, occupation, and residential location.
They became part of the broader American community rather than
maintaining separate communities of their own.
The chief worry is about Mexicans and other Latinos, who account for a
large share of the past generation’s immigrants. The size and persistence
of the influx of Latino migrants exceeds that of previous immigrant
groups, and economic circumstances faced by people with limited skills
may be more challenging today than in the past.10 As it turns out,
however, the data indicate that the children of new immigrants, including
Latinos, are assimilating just as rapidly and effectively as their
predecessors.11
At the same time, we could be doing better at facilitating integration. The
Migrant Integration Policy Index (MIPEX) regularly assesses policies and
immigrants’ outcomes in the world’s rich nations.12 As figure 4 shows,
America’s policies are only moderately effective relative to those of the
best performers.

FIGURE 4. Policy facilitation of immigrant integration
Average of 167 scores in eight policy areas. Labor market mobility: Do legallyresident foreign citizens have comparable workers’ rights and opportunities like
nationals to access jobs and improve their skills? Family reunification: Do legallyresident foreign citizens have a facilitated right to reunite in their families?
Education: Are the children of immigrants encouraged to achieve and develop in
school like the children of nationals? Political participation: Do legally-resident
foreign citizens have comparable opportunities as nationals to participate in
political life? Permanent residence: Do temporary legal residents have facilitated
access to a long-term residence permit? Access to nationality: Are legal
immigrants encouraged to naturalize and are their children born in the country
entitled to become full citizens? Anti-discrimination: Do all residents have effective
legal protection from racial, ethnic, religious, and nationality discrimination in all
areas of life? Health: Is the health system responsive to immigrants’ needs? Data
source: Migrant Integration Policy Index (MIPEX), mipex.eu.

OPTIONS FOR POLICY CHANGE
One option for the United States is to continue with its current policy. In
some respects the immigration policy in place since the mid-1960s has
worked reasonably well. As noted earlier, the best available evidence
suggests that the past half century’s immigrants have tended to adhere
more to traditional American values than their US-born counterparts do
and that they may have had little or no adverse impact on employment or
wages of low-skilled native-born workers. Like low-skilled natives, lowskilled immigrants tend to use more in government services than they pay
in taxes, but they may more than offset this by helping to reduce the
price of houses and other goods and services. The second and third
generation of the past half century’s immigrants have tended to assimilate
just as thoroughly as their predecessors of a century ago. Finally, as
figure 5 shows, illegal immigration, the source of much of the dislike of
our existing policy, has been negative over the past decade. Unauthorized
immigrants’ share of the US population is lower now than in 2007. Given
these considerations, some will ask “Why change the policy?”

FIGURE 5. Illegal immigrants
Unauthorized foreign-born persons as a share of the population. Data sources:
Jeffrey S. Passel and D’Vera Cohn, “Overall Number of U.S. Unauthorized
Immigrants Holds Steady Since 2009,” Pew Research Center, 2016; Douglas S.
Massey, “The Great Decline in American Immigration?,” Pathways, 2012, using US
Office of Immigration Statistics data; New York Times, using Pew Research Center
data.

One argument in favor of change is that even if immigration’s effects on
America’s economy and society have been muted, our policy approach
corrodes tolerance and trust. As Christopher Jencks puts it, “The federal
government’s policy of opposing illegal immigration while refusing to
enforce laws against hiring illegal immigrants has had huge costs. It has
exacerbated popular distrust of the federal government (…). It has also
increased hostility to foreigners, especially Mexicans, who are all
suspected of having entered the country illegally. To many Americans
Washington’s failure to control illegal immigration, like its failure to deal
with the aftermath of Hurricane Katrina, is just another example of how
out of touch, duplicitous, and incompetent federal officials really are.”13
What policy changes could we make?
The most restrictive type of proposal is to reduce the volume of both legal
and illegal immigration. A particularly draconian version of this would be a
“zero immigration” policy.14 Some Americans might support this, but
probably not enough for lawmakers to give it serious consideration. As
figure 6 shows, only 30% of the public want to reduce the amount of legal
immigration at all, much less to zero. This share probably would be even
lower if Americans had a more accurate sense of immigrants’ prevalence.
According to a 2014 survey, Americans think immigrants are 32% of the
US population, when actually they’re about 13%.15
A more popular restrictionist approach is to clamp down on illegal
immigration. Figure 6 shows that as of the most recent polling, about
60% of Americans support doing so. Interestingly, though, support for
reducing illegal immigration has dropped over the past two decades.

FIGURE 6. Favor decreased immigration
Estimated share of US adults. Illegal immigration question: “How much do you
agree or disagree with the following statement? America should take stronger
measures to exclude illegal immigrants.” Response options: agree strongly,
agree, neither agree nor disagree, disagree, disagree strongly.” The chart shows
the share responding agree strongly or agree. Data source: General Social Survey,
sda.berkeley.edu, series excludimm. Legal immigration question: “Should legal
immigration into the United States be kept at its present level, increased, or
decreased?” The chart shows the share responding decreased, with don’t know
responses excluded. Data source: Pew Research Center, “May 2015 Political
Survey,” Final Topline, 2015.

How could we reduce illegal immigration? One strategy is to locate
unauthorized immigrants and deport them. During the 2016 presidential
campaign, Donald Trump promised to deport all 11 million illegal
immigrants currently in the US. That would be a tall order. The number of
deportations has risen sharply in recent decades, from an average of
20,000 per year during the Reagan administration to 400,000 per year
during the Obama administration, as figure 7 shows. Yet as figure 8
reveals, this represents a tiny fraction of the illegal immigrants in the
country.

FIGURE 7. Immigrant deportations
Deported immigrants. Data source: Department of Homeland Security, Yearbook
of Immigration Statistics, table 39.

FIGURE 8. Immigrant deportations
Deported immigrants as a share of illegal immigrants. Data sources: The number
of deportations (“removals”) is from Department of Homeland Security, Yearbook
of Immigration Statistics, table 39. The number of illegal immigrants is from the
Pew Research Center.

An alternative approach is to prevent illegal immigrants from entering the
country in the first place. Historically, our chief strategy for doing so has
been to enact harsh penalties on employers caught hiring unauthorized
immigrants, the idea being that if the economic incentive to come to the
US is weakened, far fewer people will be willing to endure the significant
risks entailed in crossing the border illegally. The 1986 immigration reform
included such penalties, and various states, such as Arizona, have
enacted others over the years. But employers strongly oppose them, so
they are enforced with limited consistency and vigor. In a typical year, only
2,500 employers — about 3 out of every 10,000 — are investigated for
violating immigration laws.16
Donald Trump’s signature pledge during the 2016 presidential campaign
was to build a giant wall along the entire border with Mexico. Whether he
will follow through with this, and whether it will work if he does, remains
to be seen. Janet Napolitano, former governor of Arizona and Secretary of
Homeland Security, once quipped “Show me a 50-foot wall and I’ll show
you a 51-foot ladder.”17 Portions of the border already have been walled
off over the past several decades, and money spent on border control
activities has risen sharply since the mid-1980s, as figure 9 shows. This
has shifted the entry points for undocumented immigrants, but without
altering the overall level. And paradoxically, it appears to have caused
more Mexican immigrants who do enter the United States illegally to
remain in the country, whereas previously such immigrants tended to
circulate back and forth.18

FIGURE 9. Border patrol expenditures
Border patrol budget as a share of GDP. Data source: Douglas S. Massey, Jorge
Durand, and Karen A. Pren, “Why Border Enforcement Backfired,” American
Journal of Sociology, 2016, figure 1.

A different approach to reducing illegal immigration is to reinstate a guest
worker program for migrants from Mexico and perhaps other countries.19
This would allow a specified number of people to enter the US to work for
one to three years, as we did with Mexico from 1942 to 1964. We already
have a “temporary work visa” program, but it allows in only 500,000 to
750,000 people each year.20 A significant expansion of this number might
satisfy the wishes of employers, who want an abundant supply of lowwage workers, and of those who want a reduction in illegal immigration.
But there are potential concerns: Would the logistics of forcing such a
large number of guest workers to leave prove too difficult? And would it
be good to have a large group of people in the country who have no
political rights?
Another suggestion is for the United States to boost its efforts to assist
Mexico’s economic development. Illegal immigration is driven mainly by the
search for economic betterment, so improving economic conditions in
source countries will tend to reduce it. The 1994 North American Free
Trade Agreement (NAFTA) was a good first step. It reduced the cost of
importing products from Mexico into the United States and thereby
encouraged creation of factories (“maquiladoras”) and businesses in
Mexico. But China’s rise as a site for low-cost manufacturing, particularly
after 2000, limited NAFTA’s benefits for Mexico. A more aggressive
proposal is for something like a Marshall Plan for Mexico — massive
financial assistance for infrastructure development, job creation, schools,
and poverty alleviation.
Do we need significant policy change in order to achieve a reduction in
illegal immigration? That’s no longer clear. As noted earlier, over the past
decade the number of unauthorized immigrants and their share in the US
population have decreased (figure 5). The initial spark was the 2008-09
economic crisis, but this trend has continued long past what we would
expect if it were driven solely by the weakness of the American economy.
Some favor leaving the overall volume of legal immigration more or less
intact but shifting its composition. Since the early 1990s the US has let in
a total of roughly one million legal permanent (non-temporary-work-visa)
immigrants per year. Family reunification accounts for about 65%, skills
15%, and refugees and other special categories the remainder.21 As
figure 10 shows, the share of immigrants with even a high school degree
has stalled in recent decades. One proposal is to prioritize skills rather
than family reunification in the legal immigration system.22 That might give
a boost to our economy and reduce the net cost of immigrants to
taxpayers, though it isn’t clear how large the gain would be.

FIGURE 10. Immigrants with a high school degree or more
Share of foreign-born persons with a high school degree (including GED) or more.
Includes illegal immigrants. Data sources: Census Bureau; Lawrence Mishel et al,
The State of Working America, various editions, using Census Bureau data.

The chief argument against shifting toward an emphasis on immigrants’
likely economic contribution is that it might reduce opportunity for the
most needy. The United States already is mediocre in its generosity
toward migrants from less-affluent countries and toward refugees, as
figure 11 suggests.

FIGURE 11. Orientation of immigration in favor of persons from
developing countries and refugees
Scale from 0 to 1. The scoring takes into account the number of immigrants who
are from developing countries and the number of refugees and asylum-seekers
(persons who claim to be refugees but whose claim hasn’t yet been confirmed),
relative to the country’s population and relative to its total number of immigrants.
Data source: Center for Global Development, “Commitment to Development Index
2015,” cgdev.org.

Others favor greater openness in our approach to immigration rather than
more restrictiveness or a change in composition. One proposal is for a
path to citizenship for some or all of the 11 million unauthorized
immigrants currently in the United States. A second is to halt deportation
of undocumented immigrants who were brought to the US when they
were children and those who are parents of US citizens and permanent
residents.
A third is to take in more refugees. The United Nations estimates that 65
million people have been displaced from their homes by war or persecution
as of 2015. Of these, 41 million were still living in their country of origin
while 24 million were in another country.23 The most visible crisis is

Syria’s. Since 2011, around 5 million Syrians have left because of that
country’s civil war. Most are in Turkey, Lebanon, Jordan, Egypt, and Iraq.
Germany has pledged to take 100,000, other European Union (EU)
countries 30,000. The United States has agreed to accept only 10,000.24
Perhaps the most controversial proposal of all is for the US to adopt an
“open immigration” approach. The moral argument in favor of doing so is
straightforward: birth country is no less accidental than is birth location
within a country, and it tends to be far more consequential. Freedom and
equality of opportunity require the ability to choose where one lives.25
Opponents warn this could lead to overwhelming numbers of people
moving from poor or politically repressive countries to rich democratic
ones. Open immigration advocates point to the European Union’s
experience with open borders. Skeptics feared an unmanageable flood of
migrants from Romania, Poland, and other poor member countries to
Germany, France, the UK, and other affluent ones. But it didn’t happen.26
Given the large Latino population already in the United States, however,
things might play out differently if we were to open our borders to Mexico
and the rest of Latin America. Nor does the EU experience tell us what
would happen if rich countries were opened to immigration from the
world’s poorest ones. In addition, while the economics of intra-EU
immigration have proved manageable, the politics have been more
problematic, with nationalist parties rising in popularity in nearly all
western European nations.27
What are the prospects for immigration policy reform? Until recently,
immigration was a less partisan issue than many others in American
politics. Republicans were divided, with the base tending to want less
immigration while the business community preferred more. Democrats,
too, were conflicted, with some supporting immigration at or above the
levels of recent decades while labor unions wanted reductions. These
intraparty divisions might have created an opportunity for agreement on a
significant shift in our immigration policy. Yet major reform efforts by
presidents Bush (George W.) and Obama failed.
Since 2007, immigration has become more straightforwardly partisan, with
Republicans favoring a restrictive approach and Democrats favoring
greater protections and a path to citizenship for current illegal immigrants.
That isn’t likely to increase the odds of reform.
SUMMARY
Around the world, about one in thirty persons are migrants, and this
share has been rising in recent decades. A significant number of them,
particularly those who are economic and political refugees, face difficulty in
finding a host country or in successfully integrating into one.
After a restrictive period in the middle of the twentieth century, since
1965 America’s immigration policy has been fairly welcoming, and the
immigrant share of the US population has returned to its previous high of
a century ago. Compared to other rich nations, however, our foreign-born
share, 13%, is only average.
Immigrants tend to benefit from migrating to the US, and native-born
Americans tend to benefit as consumers. A potentially vulnerable group is
low-skilled US-born workers, but social scientists have reached mixed
conclusions about immigration’s impact on their employment and wages.
The children of the past half century’s immigrants have been assimilating

into American society in numbers and ways similar to their predecessors
in the nineteenth and early twentieth centuries.
Americans disagree about how, if at all, our current immigration policy
should be changed, with proposals ranging from greater restrictiveness to
heightened focus on immigrant skills to citizenship for existing
unauthorized immigrants to increased openness. Illegal immigration has
dominated political debate over the past decade, even though it has
decreased significantly during this period.
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For the past century, since its entry into the first world war in 1917, the
United States has periodically intervened militarily in other nations. When
should America intervene? When is its intervention likely to do good?
WHY INTERVENE?
Because there is no democratically-elected supranational government to
police the world, the default principle guiding thinking about military
intervention has been national sovereignty, or self-determination.
Countries should not interfere in the affairs of other countries. However,
few have believed that this principle should be absolute.
For much of the past two centuries, the most common justifications for
intervention were
National interest of the intervening country
Preemptive self-defense
From 1945 to 1989, cold war considerations dominated US decisions
about intervention, covert operations, and foreign aid. The justification
was a combination of national interest and preemptive self-defense. The
guiding question in deciding whether and where to intervene was: What
will be the impact on the USSR’s strength and reach, and therefore on its
ability to harm us? The chief exception to this was Jimmy Carter’s attempt
to make human rights a key consideration.
With the end of the cold war in 1989-91, the United States and other rich
countries began to consider different motivations for intervention:
Humanitarian
Democracy
The humanitarian motive refers to intervention aimed at stopping or
reversing a humanitarian crisis such as massacres of civilians, forced
displacement of populations, large-scale sexual violence, or some other
significant violation of human rights.1 Examples before and during the
cold war include the Turkish killing of Armenians 1915, the USSR under
Stalin 1917-54, Chinese nationalists 1927-49, Nazi Germany 1933-45,
China’s “Great Leap Forward” and “Cultural Revolution” 1950s-60s,
Indonesia 1965, the Burundi massacre of Hutus 1972, Cambodia’s Pol Pot
regime 1975-78, Uganda’s Idi Amin regime 1972-79, and Guatemala’s
massacre of Mayans 1981-83. Post-cold-war examples include the

Rwanda slaughter of Tutsis 1994, the Congo war 1996ff, the Serb
massacre of Bosnians 1995, Darfur 2003ff, Syria 2011ff.
The democracy motive has two variants. The first aims to reverse the
overthrow of a democratic government.2 The second is proactive
installation of democracy.3 The latter was George W. Bush’s post-hoc
rationale for the 2003 invasion of Iraq (the original justification was
preemptive self-defense). It’s more controversial than addressing a
humanitarian crisis or reversing the overthrow of a democratic
government.
HOW TO DECIDE
There are five key considerations:
1. How serious is the harm? Stalin’s regime in the former USSR is
estimated to have caused the death of more than 60 million people. The
number of Bosnian civilians killed by Serbs in the early 1990s is thought
to have been about 50,000. In the Syrian crisis, more than 200,000
people have been killed and an estimated 4 million have been displaced
thus far (September 2015).4
Those are instances in which intervention clearly seems justified. Other
cases are more difficult. For instance, what about a military leader who
overthrows a democratically-elected but inept or corrupt president and
promises elections relatively soon (Egypt 2013)?
2. Can intervention solve the immediate problem? Can the bad guys be
defeated? Might intervention result in increased death, injury, or
displacement of the good guys?5 US successes in Grenada 1983, Kuwait
1991, and Bosnia 1995 suggested grounds for optimism. But the
interventions in Iraq 2003-11 and Afghanistan 2003-14 were much less
successful in this respect.
3. Is the medium- and long-run impact likely to be positive? There are a
number of potential problems: reconstruction difficulties, severe economic
disruption, a shortage of capable and honest political leaders, destruction
of civil society, and the impact on neighboring countries and the region.
For instance, America’s invasion of Iraq may have enhanced Iran’s
influence in the region. On the other hand, if Iraq can form a stable
democracy it might increase pressure for democracy in nearby countries
(“Arab spring”).
There is inevitably a degree of uncertainty about what the medium- or
long-run consequences will be. Societies are complex systems. It’s very
difficult to predict based on past experience, because each case is
unique.6
4. Is the likely cost to Americans bearable? Here are the number of dead
and wounded US soldiers from some past US military interventions:7
World War I 1917-18: 117,000 dead, 204,000 wounded
World War II 1941-45: 405,000 dead, 671,000 wounded
Korea 1950-53: 37,000 dead, 103,000 wounded
Vietnam 1964-73: 58,000 dead, 153,000 wounded
Kuwait 1991: 400 dead, 500 wounded
Bosnia and Kosovo, 1995 and 1999: 32 dead, 8 wounded
Afghanistan 2001-14: 2,300 dead, 20,000 wounded
Iraq 2003-11: 4,500 dead, 32,000 wounded

Libya 2011: 0 dead, 2 wounded
There is also financial cost. The United States spends 4-5% of its GDP
each year on the military.8 Here is the monetary cost of interventions,
expressed as share of GDP during the war’s peak year:
World War I: 14% of GDP
World War II: 36%
Korea: 4%
Vietnam: 2%
Kuwait: ?
Bosnia and Kosovo: ?
Afghanistan: 0.8%
Iraq: 1%
Libya: 0.01%
Because of the human and financial cost of a military intervention,
domestic political support can erode if success doesn’t come quickly and
smoothly. Television, the internet, and social media have greatly increased
citizens’ access to information about the nature and progress of wars. A
lengthy humanitarian intervention is harder to justify domestically than
one based on national interest. It helps to spread the personnel and
financial burden across a coalition of countries.
In Syria, the US government has supplied weapons to groups attempting
to overthrow the regime of Syrian President Assad, and it has launched
air attacks against the group that calls itself ISIS or ISIL. But the Obama
administration has not been willing to send American ground troops.
Several days after the terrorist attacks in Paris on November 13, 2015,
President Obama was asked in a press conference whether it was time for
a more aggressive approach. In his response, Obama emphasized that an
effective commitment of ground troops would have to be a large and
lengthy one.9
“Well, keep in mind what we have been doing. We have a military
strategy that is putting enormous pressure on ISIL through airstrikes, that
has put assistance and training on the ground with Iraqi forces. We’re
now working with Syrian forces as well to squeeze ISIL, cut off their
supply lines. We’ve been coordinating internationally to reduce their
financing capabilities, the oil that they’re trying to ship outside. We are
taking strikes against high-value targets…. As we find additional partners
on the ground that are effective, we work with them more closely. I’ve
already authorized additional Special Forces on the ground who are
going to be able to improve that coordination….
“And on the diplomatic front, we’ve been consistently working to try to get
all the parties together to recognize that there is a moderate opposition
inside of Syria that can form the basis for a transition government, and to
reach out not only to our friends but also to the Russians and the
Iranians who are on the other side of this equation to explain to them that
ultimately an organization like ISIL is the greatest danger to them, as well
as to us.
“So there will be an intensification of the strategy that we put forward, but
the strategy that we are putting forward is the strategy that ultimately is
going to work. But as I said from the start, it’s going to take time.
“What’s been interesting is, in the aftermath of Paris, as I listen to those
who suggest something else needs to be done, typically the things they

suggest need to be done are things we are already doing. The one
exception is that there have been a few who suggested that we should
put large numbers of US troops on the ground.
“We have the finest military in the world and we have the finest military
minds in the world, and I’ve been meeting with them intensively for years
now, discussing these various options, and it is not just my view but the
view of my closest military and civilian advisors that that would be a
mistake — not because our military could not march into Mosul or Raqqa
or Ramadi and temporarily clear out ISIL, but because we would see a
repetition of what we’ve seen before, which is, if you do not have local
populations that are committed to inclusive governance and who are
pushing back against ideological extremes, that they resurface, unless
we’re prepared to have a permanent occupation of these countries.
“And let’s assume that we were to send 50,000 troops into Syria. What
happens when there’s a terrorist attack generated from Yemen? Do we
then send more troops into there? Or Libya, perhaps? Or if there’s a
terrorist network that’s operating anywhere else — in North Africa, or in
Southeast Asia?
“So a strategy has to be one that can be sustained. And the strategy that
we’re pursuing — which focuses on going after targets, limiting wherever
possible the capabilities of ISIL on the ground, systematically going after
their leadership, their infrastructure, strengthening Shia, or strengthening
Syrian and Iraqi forces and Kurdish forces that are prepared to fight
them, cutting off their borders and squeezing the space in which they can
operate until ultimately we’re able to defeat them — that’s the strategy
we’re going to have to pursue.”

5. Is international authorization needed? International institutions such
as the United Nations and NATO are helpful, and one way to boost their
legitimacy and effectiveness is for the United States to secure their
approval for foreign military interventions. Indeed, Matthew Yglesias has
argued that the projected impact on international institutions and rules
should be the dominant consideration guiding any intervention decision.10
He suggests that this aim guided much of post-WW1 Democratic
presidents’ foreign policy, from Woodrow Wilson to Bill Clinton. But there
are difficult cases. In Kosovo 1999, the UN refused to authorize, so we
acted through NATO. Another is Iraq 2003. Suppose the UN had
authorized President Bush’s request to invade? Would it have been the
right thing to do? A third is Darfur 2004. Because of China’s objection,
the UN refused to authorize deployment of troops on the ground. Africa
is beyond NATO’s orbit. Would it have been wrong for the US to go in
alone to stop the genocide?
Prior to 1990, most American interventions weren’t authorized by a
supranational body, and that also was true of Afghanistan 2001 and Iraq
2003. But a number of US interventions in recent decades have been
authorized by the United Nations: Kuwait 1990, Somalia 1993, Haiti 1994,
Bosnia 1995. Some others have been authorized by a regional alliance,
such as NATO: Kosovo 1999, Libya 2011.
China and Russia each have a veto in the United Nations, and it can be
difficult to secure their agreement. Some therefore favor forming a new
“League of Democracies” to replace the UN. However, this would formally
split the world into two camps, and many experts believe the best way to
deal with China and other nondemocracies is to work with them rather
than against them.11

HUMANITARIAN INTERVENTION’S FUTURE
There is need, precedent, moral justification, and authorization by the
United Nations (as a general principle). Yet at the moment, prospects are
mixed.
Begin with the need for intervention. There is plenty. Examples in recent
decades include Iraq’s occupation of Kuwait in 1990, Somalia 1993, the
coup in Haiti in 1994, the Rwanda genocide in 1994, the Congo civil war
1996ff, the attempted coup in Sierra Leone in 2000, the Darfur (Sudan)
genocide 2003ff, the Myanmar cyclone devastation 2008, and the Syrian
crisis 2011ff. There are additional less well-known situations in Africa and
Asia along with assorted suppressions of democratic movements in the
Middle East.
There is ample precedent for successful intervention, and it stretches over
a long period of modern history. Though the question seems a new one
(a product of the end of the cold war), actually there were several
humanitarian interventions by Britain and France in the 1800s.12 And in
the 1990s there were successful multinational UN-authorized
interventions in Kuwait and Bosnia.
Along with need and precedent, there is moral justification. Many agree
that intervention is morally justified in cases of humanitarian crisis.
Finally, there is support from the United Nations. In 2005 the UN’s
General Assembly ratified a new approach to humanitarian intervention,
commonly referred to as the responsibility to protect.13 It declares that
“The international community, through the United Nations, has the
responsibility … to help to protect populations.” This, for the first time in
human history, formally overrides the principle of national sovereignty,
though each individual intervention still requires a specific authorization by
the UN.
To this point, the Obama administration — the president, Secretaries of
State Hillary Clinton and John Kerry, and UN Ambassadors Susan Rice and
Samantha Power — has been supportive of humanitarian intervention,
including in Libya in 2011. The administration has been much more
hesitant about Syria, but that’s not surprising, as the likelihood of
success is much lower.
However, despite need, precedent, moral justification, and general UN
authorization, support for humanitarian intervention among American
citizens and policy makers seems to have dimmed.14 The September 11,
2001 terrorist attacks turned the focus of rich countries toward domestic
security and anti-terrorism. The “weapons of mass destruction” mistake in
Iraq has heightened concern about whether the quality of information we
typically have is sufficient to justify intervention. The economic and
political ascendance of China and Russia reduce the likelihood of UN
Security Council approval of humanitarian intervention. The US action in
Iraq has shifted sentiment against unilateral intervention. The results of
the Iraq, Afghanistan, and Libya invasions have reduced confidence in
humanitarian intervention’s potential to improve well-being. Moreover,
going forward, it’s possible that Americans will come to think everything
can be solved with drones instead of US soldiers. As figure 1 shows, the
share of Americans who believe the US should “mind its own business
internationally” has been higher in recent years than at any point in the
past half century.

FIGURE 1. The US should mind its own business internationally
Share of American adults who agree. Question: “The U.S. should mind its own
business internationally and let other countries get along the best they can on their
own.” Response options: agree, disagree. “Don’t know” responses are excluded
here. Data sources: Gallup for 1964-1991; Pew Research Center for 1993ff.

SUMMARY
Arguably, the world would be a better place if there were more well-done
humanitarian intervention. The end of the cold war, the 1990s Kuwait and
Bosnia precedents, and the UN’s 2005 “Responsibility to Protect”
resolution have made this possible.
But there are big obstacles. The decision about whether to intervene
hinges on a host of complex considerations. And the threat of terrorism,
China and Russia’s oppositional stance at the UN, and the US experiences
in Iraq, Afghanistan, and Libya have, for the moment, acted as a brake.
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