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For Laura

Alike in mind and together,

Nothing stronger or better than that.




Introduction

MY FAMILY’S STORY IS A PARTICULAR ONE, BUT IT IS ALSO A story that millions of families tell about their past. It is a story of progress—the story of the American dream.

My great-grandfather Robert Leonhardt was the first member of the family to try to build a life in this country, and he mostly failed. An Austrian opera singer in the early twentieth century, he had struggled to find work in Europe because he was Jewish. He eventually moved to the United States, while his wife and two children stayed behind in Europe, and he landed a job as a baritone with the Metropolitan Opera. But it did not last long. When World War I began, Americans grew paranoid about the presence of German spies. The Met branded Robert and the nineteen other Austrian and German citizens who worked at the opera as “enemy aliens” and fired them. Not long afterward, Robert became ill and died in New York, alone, at age forty.

His son, René, grew up fatherless in the chaos of interwar Germany, amid hyperinflation and a rising Nazi Party. In his twenties, René left Berlin to work as a photojournalist, moving first to London and then to Paris. He cobbled together enough assignments to earn a living and build a good life for himself in Paris. He made friends with an eclectic mix of locals and foreigners. He wore round-frame eyeglasses, spoke four languages, and—along with his dog, Pit—hung out with his friends at Le Berkeley, a café that was a couple of blocks off the Champs-Elysées.

Yet his new life would not last, either.

In the 1930s, France was growing hostile to immigrants. Many were streaming into the country to flee fascism elsewhere. As the threat of a new European war increased, French authorities became concerned that some of the immigrants inside their country might be part of a fifth-column menace, working as German spies. It was a somewhat strange worry, given how many of the immigrants were Jews or political leftists trying to escape the Nazis, but nationalist hysteria often has irrational qualities. Soon immigrants in France felt like “the hated target of an angry people,” one German poet living there wrote. René felt so anxious during this period that a Turkish friend of his said that he looked yellow. He was thirty-one years old.

When the war began, in September 1939, the French government announced that all German and Austrian citizens were to be considered “enemy aliens,” a grim echo of Robert’s experience in New York two decades earlier. France froze the bank accounts of enemy aliens and ordered men between the ages of seventeen and fifty to report to detention sites across the country. In and around Paris, there were so many detainees that the government used two large sports stadiums to hold them: Stade Olympique Yves-du-Manoir, which had hosted soccer’s World Cup the previous year, and Stade Roland-Garros, home to the annual tennis tournament later known as the French Open. René and the other men were told to bring blankets, underwear, eating utensils, and two days’ worth of food. It quickly became clear that the detentions would last much longer.

Popular memory of World War II has largely forgotten these camps, partly because their horrors paled in comparison to those run by the Nazis. But the French camps were nasty places where men slept in the open air on cold nights and used large pails to go to the bathroom. The writer Arthur Koestler, who was one of the prisoners, described the conditions as torture through deprivation. As word of the conditions spread, critics inside and outside France pleaded with the government to release the men. Not only were the camps dehumanizing and unjust, the critics said, but they also undercut the liberal image that France was trying to project as its soldiers streamed east to defend the country against Germany. “France is supposed to be fighting this war for democracy,” The New Republic wrote. “Some people in America would be more willing to accept this point of view if it were not for the shocking treatment the French are now giving to foreign Jews.” Jewish relief organizations criticized the camps, as did socialist members of the French Parliament.

In response, the French government began releasing some prisoners in November and December. Among them were men who had visas to leave the country and therefore could not spy on France. René was fortunate to be in this category. In the spring of 1939, with anti-immigrant sentiment rising, he had obtained a visa in Paris to travel to the United States. With that visa, he bought a ticket on the SS De Grasse to New York. After a two-week transatlantic journey, the De Grasse arrived on February 26, 1940, at Ellis Island.

There, American authorities detained René for three nights, questioning him because his visa gave him permission to be in the country only temporarily. He persuaded them to release him on a $500 bond, with a promise that he would report back by April 18, seven weeks later. He probably obtained at least one visa extension after that, according to immigration experts who have reviewed his records, but his situation was precarious. Whatever the case, he soon met a woman from Brooklyn named Esther Messing. She worked as a secretary at a newspaper and had refused to get married at the age that most of her peers did. She would marry when she chose. In the spring of 1940, René and Esther began an intense romance. Less than three months after his arrival in New York, they got engaged on her thirty-fifth birthday, over lunch at Sardi’s, a Times Square restaurant popular among journalists and people in the theater business. The two were married a few weeks later, on June 3, in Warrenton, Virginia, which was known at the time as a marriage mill because the city granted marriage licenses without a waiting period.

René had escaped Europe’s war. He had found a more secure place in New York than his father ever had. And although he and Esther could not have realized it, they were creating a family in a society—the United States in 1940—with one of the brightest futures that the world has ever known.

*

THE EARLY TWENTY-FIRST century is a cynical time, when the phrase “American dream” is often used ironically or bitterly. People speak of the death of that dream, and politicians run for office promising to restore rather than protect it. The more earnest uses of the phrase today tend to apply to the past and to the uplifting stories that many Americans tell about their family trajectories. They talk gratefully about the material comforts and the opportunities they enjoy that their ancestors could hardly have fathomed. They speak of how proud those ancestors would be to see that their hard work and sacrifice paid off. That hard work eventually made possible the family’s first home purchase, the first college graduate or the first doctor. These stories are not only about individual families, either. They are also stories of tribal pride—be it Jewish, Italian, Irish, Mexican, Filipino, Chinese, or Black—that make people feel part of something larger. Ultimately, these narratives of success are miniature versions of the American story.

As best as anyone can tell, people began to use the phrase “American dream” during the Great Depression, thanks to a historian named James Truslow Adams. Adams came from a well-off family and grew up in Brooklyn and Paris during the Gilded Age of the 1880s. He made enough money on Wall Street as a young man to turn to writing full-time. His first book, a history of colonial New England, was published in 1921 and won the Pulitzer Prize. His bestselling book came out a decade later, when the Depression had set in. The book was a short, thematic history of the United States called The Epic of America. In the preface, Adams announced that one of his main themes would be


that American dream of a better, richer, and happier life for all our citizens of every rank which is the greatest contribution we have as yet made to the thought and welfare of the world. That dream or hope has been present from the start. Ever since we became an independent nation, each generation has seen an uprising of the ordinary Americans to save that dream from the forces which appeared to be overwhelming and dispelling it. Possibly the greatest of these struggles lies just ahead of us at this present time—not a struggle of revolutionists against established order, but of the ordinary man to hold fast to those rights to “life, liberty, and the pursuit of happiness” which were vouchsafed to us in the past in vision and on parchment.



The crux of Adams’s American dream was the ability of people to rise above the circumstances of their birth. He did not mean only in terms of material comforts but emphasized that those comforts were a big part of it. Money matters, as anybody who has ever lacked it knows. It can buy food, shelter, transportation, medical care, education, and time to spend with family and friends.

In the decades since Adams’s book appeared, the phrase “American dream” has come to have many meanings, some connected to immigration, others to home ownership. Two Broadway plays, one in the 1930s and the other in the 1960s, used the phrase as their titles, helping popularize it. Politicians of both parties promise to defend the dream, and perhaps the most famous protest speech in American history was organized around the concept. “I still have a dream,” Martin Luther King, Jr., said at the March on Washington. “It is a dream deeply rooted in the American dream.” The idea has proved so alluring that Xi Jinping, the president of a country that seeks to supplant the United States as the world’s most powerful in the twenty-first century, has played off of it. Shortly after taking over the Chinese Communist Party in 2012, he began talking about a Chinese dream of common prosperity.

Throughout the decades, Adams’s fundamental idea—living a “better, richer, and happier” life than the one into which a person was born—has endured. Better, richer, and happier: Progress is embedded in the original definition of the American dream.

Adams was careful to acknowledge the threats to his dream. He wrote about the economic depression the country was experiencing and predicted great struggles ahead. But he ended the book on an uplifting note, quoting another author from the time, an immigrant named Mary Antin. She recalled her feelings as she sat on the steps of the Boston Public Library as a young woman. The library had helped transform her from a Russian girl who had arrived in the United States speaking no English into a writer who published her first book as a teenager. The final words of Adams’s book are Antin’s: “Mine is the shining future.”

It was an audaciously optimistic way to end a book in 1931. It also turned out to be prophetic. In the years to come, the country’s motto might as well have been “Ours is the shining future.”

Indeed, progress has been the lingua franca of American culture for most of our nation’s history. It is a theme that runs through the words of Benjamin Franklin, Thomas Jefferson, Abraham Lincoln, Franklin Roosevelt, Ronald Reagan, and Barack Obama, among many others. In the 1600s, the English philosopher John Locke described “life, liberty, and property” as inalienable rights. Jefferson, when drafting the Declaration of Independence a century later, edited the phrase by dropping property from the list and substituting an idea closely related to progress: “the pursuit of happiness.” Progress is embedded in Lincoln’s talk of “a new birth of freedom” during the Gettysburg Address and in Reagan’s favorite metaphor of a shining city upon a hill. Michelle Obama captured the idea particularly well in a nationally televised speech during her husband’s presidency, talking at once about her family, her tribe, and her nation: “That is the story of this country, the story that has brought me to this stage tonight, the story of generations of people who felt the lash of bondage, the shame of servitude, the sting of segregation, but who kept on striving and hoping and doing what needed to be done so that today, I wake up every morning in a house that was built by slaves.”

When progress is the norm, it feeds on itself. People are proud of the progress that they and their tribe have made. They have faith in their country and the institutions that surround them—schools, companies, neighborhoods, churches, synagogues, mosques, labor unions, and government agencies. People can trust that their own sacrifices will pay off, not every time but often enough. They can endure hard times without becoming cynical and can be generous toward others. They can look to the future with a can-do optimism. If my family members and I are ever tempted to feel frustrated about any aspect of our lives, we can remind ourselves how much better off we are than Robert or René.

Such optimism has long been a distinctly American trait. International surveys, at least until recently, showed Americans to be more hopeful about the future, with a stronger belief in their ability to influence it, than people elsewhere. No wonder: This nation was born by casting off the world’s most powerful empire and later defeated fascism and communism. The United States sent a man to the moon and created the internet, as well as history’s largest, most prosperous middle class. Optimism was rational.

Progress begot progress.

Until it didn’t.

*

IF YOU ARE one of the many Americans who, like me, can look back on your family’s history with gratitude, I want to ask you to spend a minute considering a different scenario. In it, your family has known scant progress for decades. You are not much richer than your grandparents, and your grandparents were not rich. You are no healthier than your parents, and your kids are less healthy than you. You cannot tell stories of upward mobility, because they would not be true. Instead, you are frustrated about decades of hard work gone unrewarded, and you are anxious, for your future and your children’s.

For tens of millions of Americans, this frustration is not a thought experiment. It is their daily life. For almost half a century now, incomes and wealth have grown at a sluggish pace for most Americans, even as they have surged for the wealthy. Measures of public health have also stagnated, and the problems seem to have worsened in the past decade. Consider that average life expectancy in the United States stopped growing about a decade ago, well before the Covid-19 pandemic began, and then declined during it. In very few other countries did life expectancy stop rising before the pandemic. Life expectancy is not supposed to stagnate in an advanced society, absent a crisis like a war or plague. All in all, the United States is suffering through its worst period of stagnation in living standards since the Great Depression. I refer to it as the Great American Stagnation.

To be clear, we have not been living through a depression. The overall quality of life in the United States remains much better than it was throughout most of the country’s history. Americans live in larger homes than previous generations did, filled with time-saving appliances. When we leave our homes, we drive safer cars and breathe cleaner air. Living standards here are vastly higher than in much of the world. But this country’s identity does not depend on having merely a good standard of living or a better one than many decades ago. It depends on progress in our time.

[image: image]
*

HOW CAN WE measure the American dream? Many people have a general sense that our economy once delivered more rapid progress than it has in recent decades. I have spent most of my career chronicling this stagnation. Like my grandmother Esther and grandfather René, I have worked in the newspaper business, in the same neighborhood where they worked: Times Square. Since 1999, I have been a reporter and editor at The New York Times, and I have spent much of that time writing about the American economy. I have traveled around the country interviewing workers, business executives, politicians, and unemployed people. I have done reporting in cities, suburbs, and rural areas, in factories, warehouses, schools, hospitals, and a prison. I have spent many hours talking with experts, reading academic studies, and digging through statistics.

While doing so, I often felt disappointed about a particular problem with the economic data: It did a poor job of describing the paths that people’s lives followed over time. As a result, the data could not tell us how many people achieved a core part of the American dream—enjoying higher living standards than their parents did.

I realize that some readers may be surprised to hear this data did not exist, given the vast amount of economic information available on unemployment, income, wealth, and much more. But the best-known statistics share a major limitation in that each tends to be a snapshot of a single moment: How many people were out of work last month? How much money did people earn? These economic indicators generally come from surveys that do not track individuals from year to year. The surveys instead gather information on one group of people this year and a different group the next, which means that they cannot say much about the course that individual lives take. The surveys cannot shed light on the chances that a poor child will grow up to escape poverty or that an immigrant will build a good life. They cannot distinguish between a society in which the rich stay rich while the poor stay poor and one in which large numbers of middle-class and lower-income people climb the economic ladder. The surveys cannot tell us how well the United States is living up to its ideals as a society with opportunity for all.

To understand those issues, researchers need something known as a longitudinal survey, which does follow the same people over time. Longitudinal surveys can tell a story. If you have ever watched the Up series of documentaries from Britain, you know what I mean. The first Up film, Seven Up!, was released in 1964, and it profiled a group of seven-year-olds from different economic classes around England. Every seven years, the filmmakers returned to see how the subjects’ lives had changed. The latest installment, 63 Up, came out in 2019. The series is not social science, but it is enlightening. By following people over their lives, it helps viewers understand economic opportunity and mobility, as well as the barriers to advancement.

Until recently, the few American surveys that tracked specific people tended to be small. They started off decades ago with only a couple of thousand families, some of whom later dropped out. And the ones who dropped out were not a random selection. They were often those who led troubled lives, frequently moving from one home to another. As a result, the remaining respondents offered an artificially sunny version of reality. Academic researchers still relied on these surveys because nothing better was available, and the researchers tried to adjust their numbers to take into account the survey dropouts. But the smallness of the data sets was a problem. Different researchers could come to different conclusions analyzing the same data.

In 2009, though, a few officials in Washington realized something important: The federal government already had the data that academic researchers needed to conduct a longitudinal study. It was tax data, containing families’ work and income history, year after year. At the time, Barack Obama had recently become president and had promised to use the federal government to improve people’s lives. He wanted to do so not only in grand ways, like universal healthcare, but also in smaller, less political ways. He wanted to make government more user-friendly. The term that Obama used to describe this idea to me in an interview at the time sounds dated now, but it captured the goal: “iPod government.” He believed that Washington should take common-sense steps to help policy makers and citizens understand how the economy functioned and, by extension, how they could improve it.

As part of Obama’s push, the Internal Revenue Service announced that it would release decades of tax data, with all identifying personal information removed, to a small number of researchers. Although the records were anonymous, researchers would be able to link an individual’s data from one year to the next. The tax data could be turned into a gigantic longitudinal survey, with tens of millions of respondents. It would be more accurate than most surveys because it did not rely on faulty human memory to record how much money somebody made the prior year. The tax database offered the kind of breakthrough that is rare in the social sciences, even if most academic researchers did not yet realize it.

*

ONE RESEARCHER WHO did see the data’s potential was a twenty-nine-year-old economist at Harvard University named Raj Chetty. He and a few colleagues applied for access to the data, and they were one of four research teams that the federal government selected. Building on research techniques developed by social scientists who analyzed the smaller longitudinal studies of earlier years, Chetty and his colleagues have used the tax data to publish papers about the odds of escaping poverty in every neighborhood across the country and the unique inequities faced by Black men, among other subjects. The research helped Chetty win the John Bates Clark Medal, nicknamed the Baby Nobel, which goes to the nation’s top research economist under forty. Chetty was thirty-three when he won it.

After writing about his work in the Times and getting to know him, I told Chetty that I thought he and his colleagues had a chance to do something that no researchers had done before: They could use the IRS data to figure out what percentage of Americans made more money than their parents had and how the percentage had changed over time. That comparison—enjoying better material living standards than one’s parents—is the most basic definition of the American dream. Chetty and his colleagues could create an index of it.

He seemed intrigued, but he also explained that the task was harder than I thought. It would require decades of data, and the IRS data went back only to the early 1990s—not nearly far enough to make historical comparisons across generations. Still, Chetty said he and his colleagues would see what they could do. After several weeks of work on the idea, they emailed me to say that they had solved the methodological issues. They had found census data, going back decades, that could be matched with later IRS data. They could use the census data to estimate the income of a household in which a child grew up and compare it with that child’s household income as an adult. To make the comparisons meaningful, they would adjust for inflation and compare children with their parents at the same adult age.

The data started with people born in 1940—the same year, by coincidence, that René arrived in the United States and that he and Esther married. It was also a year when many Americans were deeply worried about both the possibility of war and their economic futures. From today’s vantage point, it can be difficult to grasp how much economic anxiety existed in the 1940s. When the decade began, the unemployment rate was 15 percent, a level it has not reached since. War mobilization would soon return the economy to health, but many Americans worried that the eventual demobilization—and the return of job-seeking soldiers after the war—would send the economy back into a slump. At that point, the country had not enjoyed both peace and prosperity in more than a decade. Even the Roaring Twenties came with an asterisk; they had been a lot better for the affluent than for most people. To many Americans, war alone seemed able to create a truly vibrant economy.

In retrospect, we know what happened after World War II. The American economy experienced a remarkable boom. Chetty had expected to find that most children born in 1940 grew up to have higher household incomes than their parents, but he hadn’t expected how many did: 92 percent.

Achieving the American dream was a virtual guarantee for this generation. It was true whether they graduated from college or never enrolled. It was true in every region and for Americans of every race. Even most people who had to overcome a hardship, like a divorce, an illness, or a layoff, earned more money than their parents had. As for the relatively few 1940 babies who ended up earning less, many still did just fine. Some were earning less than their parents because they had grown up affluent; think of a child of a corporate executive who became a teacher or an artist.

This pattern did not mean that life in America was free from trouble or injustice. Racism remained horrific during these postwar decades. Government programs, like subsidized housing for veterans, deliberately excluded Black Americans. Violence against Black and Latino Americans, and against women, was common and often went unpunished. Most women had few professional opportunities, while gay and lesbian Americans faced daily oppression. Other forms of discrimination—including religious bigotry and discrimination against people with disabilities—were also prevalent.

Moreover, daily life in postwar America was filled with tragedies that have become less common over time. Even with the declines in life expectancy over the past decade, people live longer now than in the past. Heart disease treatments are much more effective. Cancers that once were death sentences, including some that afflict children, are now frequently cured.

My own family endured one of the tragedies that today probably could have been prevented. In 1950, a decade after arriving in New York, René was running a small photography studio in Times Square, and he and Esther were raising a six-year-old boy, Robert, named in honor of the father René had hardly known. That summer, René began having stomach problems, and his health deteriorated quickly. He died, evidently of cancer, on August 28, at the age of forty-two. Like René, my dad—Robert—grew up hardly knowing his father. Esther, tough as ever, took over the photography studio, called Camera Clix. “At first I was in a state of shock,” she said in a New York Times feature about widows who were running their late husbands’ businesses. “I was working mechanically—purely by instinct.” Camera Clix thrived under Esther, and it allowed her and my father to enjoy a good middle-class life in New York during the long postwar economic boom. But René’s death nonetheless cast a shadow over the rest of their lives. Modern medicine probably would have saved his life or at least extended it.

The greatest attribute of the postwar United States was not the quality of life but its rapid progress. The economy grew swiftly, and inequality declined, with incomes of poor and middle-class workers rising even faster than those of the rich. Well before the great victories of the civil rights movement, racial inequality began to decline, with wages of Black workers rising faster than those of White workers. Black life expectancy also rose faster than White life expectancy. Inequality and discrimination obviously did not come anywhere close to disappearing during these decades, but the declines in inequity were substantial. The large gains for less advantaged groups made possible the remarkable statistic that 92 percent of Americans who were born in 1940 grew up to earn more money than their parents.

For the generation known as the baby boomers (those born between 1946 and 1964), the chances of outearning their parents remained extremely high. About 80 percent of them would do so. Many of their parents had come of age during the Great Depression and World War II. The boomers, by contrast, would spend their working lives in a growing economy where the benefits were widely shared. Many of these boomers would also be able to buy homes before prices soared in the late twentieth century, and some would be able to buy stocks when the market was relatively cheap, between the late 1960s and early 1980s.

The situation for the next generation—my own, Generation X—would not be so good. Slightly more than 60 percent of us would make more early in our careers than our parents had. For millennials (generally considered to have been born between 1981 and 1996), the chances became worse yet. Babies born in 1980 were about as likely to earn less than their parents as to earn more. For them, as Chetty says, “achieving the American dream is a 50-50 proposition.” There is not yet solid data on the youngest generation of adults today, known as Generation Z, but they are unlikely to fare much better. They have had to launch their working lives in the aftermath of the worst financial crisis in almost a century and the worst pandemic in a century.

Chetty and five colleagues eventually published their findings in the academic journal Science, and the data has received national attention. Politicians continue to cite the findings, as do journalists and other academics. The researchers had succeeded in producing a rigorous measure of the American dream. Though it is only one study, it is consistent with a large amount of other data, and all of it suggests that the United States entered a dark new economic era starting around the mid-1970s.

*

TWO BASIC PROBLEMS explain the phenomenon. First, the economy has grown more slowly than it did in the postwar decades, producing less bounty for the population to share. Second, the economy has become more unequal, with a declining share of that bounty available to most Americans because so much of it is flowing to a relatively small percentage of affluent households. The result is stagnation in nearly every reliable measure of well-being.
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Household income—whether measured before tax or after, with government benefits or without—has grown only weakly for most economic groups over this period, even as incomes for the affluent have soared. The situation has been a bit brighter over the past several years, as a tight labor market has lifted wages for lower-income workers, but the overall picture is unchanged. In the twenty-first century, after-tax pay for the poor and middle class has grown more slowly than the economy. The toll has been especially harsh on Black Americans. The White-Black wage gap began widening in the 1980s and in recent years has been almost as large as it was when Harry Truman was president.

The trends in wealth are worse than the income trends. The standard measure of wealth is net worth, which adds up a household’s home value, cash, stocks, and all other assets and then subtracts its mortgage, college loans, and other debts. A typical family in 2019 had a net worth slightly lower than the typical family in 2001. There has not been such a long period of wealth stagnation since the Great Depression.

As alarming as these numbers are, the noneconomic data is even more so. Money isn’t everything, after all, and economic statistics tend to require many underlying assumptions (about the true rate of inflation, the changing size of households, and more) over which economists can argue. But the evidence of the Great American Stagnation extends far beyond the data on incomes and wealth. The number of children living with only one parent or with neither has doubled since the 1970s. The obesity rate has nearly tripled. The number of Americans who have spent time behind bars at some point has risen five-fold. Measures of childhood mental health have deteriorated.

If there is any question about whether our society has stagnated, the statistics on life and death answer it. In 1980, average life expectancy in the United States was typical for an affluent country. It was longer than in Germany, similar to that in Britain, and not much shorter than in Canada, Australia, and France. Then things began to change. For almost forty years now, the United States has been doing a worse job than any similar country of keeping its citizens healthy and alive. One reason is a phenomenon that the economists Anne Case and Angus Deaton have described as “deaths of despair”—those from drug overdoses, alcohol-related liver disease, and suicides. Progress against heart disease and strokes has also slowed, which is partly a reflection of rising obesity.

These trends have hit working-class Americans—defined as those without a four-year college degree—much harder than white-collar professionals. Among Americans without a bachelor’s degree, life expectancy began to decline in the early 2010s and then fell sharply during the Covid pandemic. By 2021, working-class adult life expectancy fell to its lowest level since at least the 1980s. For Americans with a bachelor’s degree, the data looks much better. Their lifespans continued to rise before Covid and fell much less during the pandemic. As Covid recedes, life expectancy for both groups will surely rebound, but the larger problems will persist.

*

JUST AS THE progress of earlier eras created a virtuous cycle, the stagnation of our era is creating a vicious one. We Americans are losing our can-do attitude. We are losing some of our generosity toward fellow citizens and our willingness to sacrifice for future generations. We are growing angry and exasperated. We shout at one another on social media and consider people with different political views to be our enemies. At no point since 2005 have a majority of Americans said the country was on the right track, according to Gallup. Whether the economy is growing or shrinking, whether the president is a Democrat or Republican, most Americans believe that we have lost our way.

The Great American Stagnation is the problem that makes every other problem harder to solve. It makes us less willing to combat the gargantuan risks of climate change, though the costs of doing so are manageable, because so many people are anxious about their daily lives. The stagnation has fueled an alarming anti-democratic movement in this country, one that is disdainful of truth and unwilling to accept election defeat. This movement comprises a powerful segment of the Republican Party. The country’s economic troubles are certainly not the only cause of it. Racial and religious fears about a country that is becoming more diverse and secular play an important role, as does the growth of a right-wing media ecosystem that peddles falsehoods. But the long stagnation in living standards feeds the anger that weakens democracy. After all, many of the Americans who have fared the worst in recent decades—members of the working class, often living outside of major metropolitan areas—are the ones who have drifted toward a radicalized, angry political agenda.

This book is for anybody trying to understand how our economy—and, with it, our society—has been hobbled. It is a biography of the American dream over the near century since Adams popularized the term. In telling this story, I will explain the creation of the most prosperous mass economy in recorded history during the decades after the Depression and the slow unraveling of that economy in the half century since the 1970s. Along the way, I will introduce you to people who helped cause both the rise and the fall of this economy. Some are familiar names—like Frances Perkins, Dwight Eisenhower, A. Philip Randolph, Betty Friedan, Cesar Chavez, and Robert Bork—but their full significance is not always so familiar. Other people you will meet in this book—like Carl Skoglund, Paul Hoffman, Grace Hopper, and Anne Gorsuch—are less well known. All of them played important roles in shaping the American economy, and all of them are symbolic of broader changes that have occurred over the past century among politicians, activists, business executives, and workers.

I have written this book partly because I have heard too many people say that they know the economy is a crucial subject but find it hard to understand. I think that confusion is unnecessary. The economy is not as complicated as it sometimes seems or as experts often make it appear. When you cannot understand what the experts or journalists are saying, it is usually our fault, not yours. We use too many technical terms and obscure statistics and offer too few clear, logical explanations. Yes, the economy is complex, and I will not shy away from nuance and numbers. You will find charts scattered throughout this book. But I also believe that the biggest forces guiding the economy are accessible to people who do not have any formal training in the subject.

My central argument is that capitalism remains the best system for delivering rising living standards to the greatest number of people—but only a certain type of capitalism. The evidence for both halves of that statement is voluminous. No economic system other than capitalism has demonstrated that it can produce sustained improvement in material comfort, health, knowledge, and incomes. The Soviet Union, the world’s first grand experiment with Marxism, spent decades mired in poverty and finally collapsed, while the United States, Japan, and western Europe prospered. Communist North Korea remains impoverished, while capitalist South Korea has achieved affluence. China’s communist economy descended into chaos in the 1960s and began its own rise only after the country introduced capitalism in the late 1970s. In the Western Hemisphere, life in communist Cuba is sufficiently unpleasant that the government restricts its citizens from leaving, knowing many would if they could, and conditions in socialist Venezuela have turned miserable.

Yet not all forms of capitalism are equally effective. Rough-and-tumble capitalism—in which taxes are low, corporations behave largely as they want, and a laissez-faire government allows market forces to dominate—has a demonstrably worse record than a different form of capitalism. Some people refer to this other form as “managed capitalism” or “moral capitalism.” My preferred term is “democratic capitalism.” It describes a system in which the government recognizes its crucial role in guiding the economy. The free market does many things well, mostly thanks to the price system, an efficient method for incorporating vast amounts of information and for allowing businesses and consumers to respond to that information when making everyday decisions. The price system explains why Soviet workers were waiting in breadlines while American workers were buying new cars. Yet the free market also tends to lapse into a predictable set of excesses.

It allows the rich to become richer and more powerful over time, able eventually to distort society’s rules to benefit themselves at others’ expense and further increase inequality. The free market is also vulnerable to a problem known as the tragedy of the commons, in which self-interested behavior can leave everybody worse off in the end. The canonical example is a town green ruined by overgrazing sheep because individual farmers have no incentive to limit their own flock’s grazing. A contemporary example is the pollution that dirties the air and causes climate change. For similar reasons, the free market typically devotes scant resources to areas that are vital to human flourishing but that do not produce reliable profits. Left to its own devices, a market economy underinvests in education, medical care, and a decent retirement for the elderly. Under rough-and-tumble capitalism, all these problems can undermine the benefits of capitalism and damage the quality of life for millions of people.

Under democratic capitalism, a society respects both the power as well as the weaknesses of the market. The government uses taxes to prevent the formation of an economic aristocracy and to pay for activities that the market neglects. The government regulates businesses to protect consumers and workers. The term “democratic capitalism” is particularly apt because it reflects the symbiotic relationship between democracy and capitalism under the best of circumstances. Democratic governance prevents the excesses of free market capitalism, while the material gains produced by capitalism foster the faith in society on which democracy depends. Democracy strengthens capitalism, and capitalism strengthens democracy.

Much as capitalism has a superior record to socialism, democratic capitalism has a superior record to rough-and-tumble capitalism. The laissez-faire economy that prevailed in the United States during the late nineteenth and early twentieth centuries produced the soaring inequality of the Gilded Age and led eventually to the Great Depression. The democratic capitalism that emerged from the 1930s led to much larger gains in living standards for most Americans than in any previous period. Over the past half century, the shift back toward rough-and-tumble capitalism has led to stagnation. One way to see the differing results is to compare the American economy’s performance over the past century under Democratic presidents and Republican presidents. Although there are subtleties to the pattern, as I will explain, Democratic presidents tend to push the economy toward democratic capitalism, and they have also presided over faster economic growth and more job growth than Republican presidents. The conclusion holds under a wide array of different assumptions and calculations.

A final advantage of the term democratic capitalism is that it helps point the way out of our current morass. Large parts of the story I tell in this book are tragic. They explain the decline of the American dream. Nonetheless, there is a heartening strand that runs through the story: For both good and ill, the levers of democracy have shaped American capitalism over the past century. It was a grassroots movement in the 1930s that organized workers into the labor unions that improved their lives after the Great Depression, and it was a grassroots movement that expanded those benefits to Black Americans in later years. The great surge in living standards during the middle of the twentieth century was in large measure a triumph of democracy. The opposite is also true. There is no longer a mass movement focused on improving economic outcomes for most Americans. The country’s largest activist groups, on both the left and the right, are focused on other subjects.

American democracy certainly has its problems, and I realize that some people have come to believe that the system is inevitably rigged in favor of the rich and powerful. But history offers a more optimistic lesson. Democracy created a broadly prosperous economy in the middle of the twentieth century, and democracy dismantled that economy in the late twentieth century. The story does not need to end there.

*

IN THE PAGES ahead, you will hear about how three forces have driven the rise and fall of democratic capitalism in the United States: power, culture, and investment.

Power, as I use it here, is chiefly political power. It is any tool that allows one group of citizens to influence the behavior of others. The passage of new laws is a form of power, as is the ability to shape public opinion. Power, whether used for good or ill, is an inescapable part of life. In a democracy, different groups are constantly competing for it. Those who have it will often be able to get their way. The great economist John Maynard Keynes understood this dynamic. Keynes, as one of his biographers noted, saw “economic history as a fundamentally political story.”

In the middle of the 1900s, ordinary Americans built power through political movements, especially labor unions. These movements succeeded to a remarkable degree. In the past half century, the power dynamic changed. The American left, whose most important institution is the Democratic Party, increasingly came to reflect and represent the views of relatively well-off college graduates and professionals. The contemporary economist Thomas Piketty uses the term “Brahmin left” to describe this development, which has also occurred in Europe. (The Brahmins were originally the highest caste in India, and during the nineteenth century the word came to describe New England’s Protestant elites, often as “Boston Brahmins.”) Democrats still push for government programs that benefit middle- and lower-income people, often paid for with taxes on the wealthy. But in recent decades Democrats have put little emphasis on building political movements that include large numbers of working-class people—or on helping working people win higher wages and better working conditions at their jobs. Instead, the Brahmin left has alienated many voters with increasingly liberal views on social and cultural issues, including religion, guns, immigration, abortion, gender, climate change, and the use of language.

I recognize that this part of my argument will be challenging to some readers. In the interest of disclosure, I will tell you that I hold many of these socially liberal views myself. But blue-collar Americans, across races, have long been more moderate on social issues. In recent years, large parts of the Brahmin left have given up on finding compromises that could build a coalition that includes more working-class voters. Today’s left has struggled to distinguish between issues on which compromise is impossible (basic civil rights) and those on which compromise is a necessary if uncomfortable part of democracy and progress (most issues). The left has instead defined many positions held by working-class Americans as ignorant if not hateful, and a significant number of working-class voters have responded by abandoning the Democratic Party. From World War II until the end of the twentieth century, Democrats fared better among voters without a bachelor’s degree than the population as a whole, and every Democratic president from Franklin Roosevelt to Obama won Americans without a four-year degree. In the current century, the politics of class have inverted. Democrats now fare considerably worse with blue-collar voters than professionals and lose the non-college vote in most elections.

The working-class drift to the right, which was initially concentrated among White voters, has spread over the past several years to voters of color. Most Latino and Asian Americans still vote Democratic, but they shifted toward the Republican Party in the 2020 and 2022 elections. Black voters, who are overwhelmingly Democratic, appear to have moved slightly to the right as well. The flip side of these trends is that the most liberal Americans are disproportionately White, polls show; Black and Latino voters are most likely to identify as moderate Democrats. Given that more than 60 percent of American adults do not have a four-year college degree—and that the Senate has a built-in advantage for rural areas, which tend to be less affluent —the Democrats’ struggles among working-class voters have made it difficult for the party to attain enough power to pass its agenda.

The Republican Party to which these voters have fled better reflects some of their views on social issues, but it has shown little interest in policies that would lift their living standards. Rhetoric aside, Republicans remain the party of small government, big business, and rough-and-tumble capitalism. Party leaders favor tax cuts for the wealthy, reductions in benefit programs that serve the middle class and poor, and a relatively free hand for businesses to maximize profits at the expense of wages. A few right-leaning intellectuals have called for a different approach—a true conservative populism—but their ideas have so far had scant effect on the elected officials and judges who set policy. The combined result is that neither of the country’s dominant political parties reflects the views of working-class Americans and fights for their economic interests.

This shift in political power since the 1970s has had direct effects on the American economy, through tax rates, workers’ bargaining power, and more. It also has had indirect effects, especially on the prevailing culture in corporate America and the rest of the economy.

Culture—the second of these forces I will emphasize—is more amorphous than many economic factors, and often overlooked as a result, but it is vital. It molds the beliefs and behaviors of executives, politicians, and others whose actions shape society. In recent decades, many of the country’s leaders have drifted away from a communitarian, patriotic vision of the economy and toward a more self-interested one. They have justified this vision, sometimes cynically, but often with genuine belief, by talking about the invisible hand of capitalism and its ability to create prosperity for everyone. Unfortunately, this invisible hand has failed to do so for most of the past half century.

The last of the three big forces—investment—is the one on which consensus across the country’s polarized political blocs should be most natural. Investment is a society’s willingness to devote resources to improving the life of future generations by sacrificing today. It involves diverting money that might otherwise be spent on consumption and instead spending it on education, scientific research, emerging technology, or transportation.

Nothing has a better track record of expanding the size of the economic pie than investment. The country’s massive investments during the 1940s and 1950s—under both Democratic and Republican presidents, supported by CEOs and labor leaders alike—transformed American society. They educated millions of people, revolutionized travel, led to the invention of lifesaving treatments, created high-paying jobs, and made the United States the scientific envy of the world. In the last few decades, government has retreated from this approach. The private sector has not filled the void because many basic investments are not profitable for any individual company, even though they are hugely beneficial to the private sector and society. The private sector did not build the internet. Only after the Defense Department created a network of computers were Microsoft, Apple, Google, Amazon, and Facebook able to develop the innovative products that turned them into multibillion-dollar companies.

Power, culture, and investment are obviously not the only factors shaping the American economy. I have focused on them because of their importance and their historical variation. Some other important economic factors have been relatively constant over the past century. The United States continues to have a strong legal system that protects property rights, for example. This country also continues to benefit from an ethos that celebrates individual freedom and risk-taking. But power, culture, and investment have all changed in crucial ways over the past century. In doing so, they have shaped government policy, the private sector, and the living conditions of the American people.

*

A FINAL REASON that I have written this book is the gratitude that I feel for this country. I know that it has not always treated my family well. Americans, as you will recall, unjustly classified my great-grandfather as an enemy alien. He was fired from his job as a result, and he died in New York, far away from his family. I am also aware that millions of other people in this country have endured much worse than my family has over the centuries. But while America is a flawed embodiment of its founding ideals of equality, liberty, opportunity, and democracy, those ideals matter. Across history, they have inspired Americans—founders and abolitionists, suffragettes and civil rights activists, union organizers and entrepreneurs, Democrats and Republicans—to create a more just society, one that comes closer to embodying those original promises. For nearly fifty years after the Depression, American ideals helped drive progress.

In the fifty years since, we have drifted from our ideals. Progress has slowed in many areas of life and stopped altogether in others. This stagnation is tearing at the fabric of our society, undermining democratic values, and weakening our country in world affairs. The United States cannot simply return to the economy of the mid-twentieth century, nor should we want to. That economy depended in part on a lack of competition from the rest of the world, as Japan and western Europe coped with wartime destruction, the Southern Hemisphere was hobbled by colonialism, and China and the Soviet Union endured communism. The United States was effectively benefiting from others’ misfortune, and once the rest of the world became more competitive, American economic growth was bound to slow. But that previous period of rapid progress, when the future seemed to shine, can help us find a path out of our current predicament. Some of the forces that produced rapidly rising living standards in the past can be re-created, in an updated form appropriate for this century.

The defining challenge of our era is figuring out how to make American progress feel as normal as it once did. I recognize how difficult a challenge that is, and I do not know whether we will surmount it. There is abundant reason for pessimism. History, however, does offer reason for hope. The stirring victories of the middle of the twentieth century—the recovery from the Depression, the victory in World War II, the rapid rise in mass living standards, and the creation of a new American economy—were hardly assured. In the moment, they often seemed unlikely. Yet they happened.
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A Union Town

ON THE EDGE OF A TYPICAL MINNEAPOLIS COAL YARD IN THE  1930s was a wooden shack known as a doghouse. It was where the coal yard’s truck drivers spent time while they waited for local families and businesses to phone in orders for coal to fill their furnaces. Once an order arrived, a driver would load his truck with coal and deliver it. The drivers spent a lot of time in the doghouse, because the coal companies insisted that one of them be available whenever an order came in. Six-day workweeks, with ten-hour shifts, were common.

But the drivers were not paid for many of those hours. The coal companies instead paid them by the delivery, which meant that the drivers earned nothing while they waited. It was just one of the ways that the economic risks of the business fell on the drivers rather than the companies. A driver was responsible for paying for his own gasoline and truck—typically a Ford with an extra transmission to generate enough power to haul the coal. In many cases, a driver hired a helper, a strong young man who could carry the coal into houses. Coal work was also seasonal, falling off during the spring and summer, when drivers had to find other work.

In today’s terms, the drivers could be considered gig economy workers. They lived on the edge of poverty, with constant uncertainty. They had little control over their working lives. Across Minnesota at the time, the same was true of most workers.

Minneapolis had sprung up as a frontier city, the capital of the vast stretch of resource-rich land beyond the Great Lakes known as the northwest empire. Lumber, wheat, and ore would flow into Minneapolis via the Mississippi River and then be sent out into the world. The region’s frontier history had contributed to an individualist culture, dominated by aggressive, savvy businessmen. These executives understood that their success did not depend only on economic forces like supply and demand. It also depended on political power. Minneapolis embodied the power imbalance in the American economy of the early twentieth century and the highly unequal economy that resulted from that imbalance.

Political power explained why the city’s truck drivers spent so much time sitting in a coal yard doghouse without being paid. They had little alternative. The city’s business executives had amassed tremendous power. Leading politicians, from both parties, were their allies. Daily newspapers were reliably deferential to business, publishing press releases almost verbatim. Most important, the executives had prevented workers from forming labor unions that could have counterbalanced the influence of business.

The executives had formalized their hold on power by creating a group called the Citizens Alliance of Minneapolis. It had grown out of the business community’s united effort to defeat a 1901 strike by local machinists. The executives had portrayed the machinists’ would-be union as an illegitimate representative of the workers and had recruited replacement workers to keep their factories running. The effort was a total success: The strikers went back to work without accomplishing any of their goals—no wage increase, no nine-hour workday, no extra pay for overtime work. Emboldened, the executives created the Citizens Alliance with the goal of keeping unions out of other local industries. By the early 1930s, it was able to boast that every local strike since World War I had “failed utterly due to the assistance rendered by the Citizens Alliance.”

The workers of Minneapolis remained scattered, unable to exercise power. The city’s business leaders were united.

The disparity shaped the local economy. In many industries, wages were about one-third lower than in other Midwestern cities, like Chicago, Cleveland, and St. Louis. In the federal government’s statistical tables of economic data for different cities, Minneapolis almost seemed to be an extension of the American South. It resembled cities like Birmingham, Little Rock, Memphis, and New Orleans, where wages were low and profits were high. In Minneapolis, rough-and-tumble capitalism dominated, and the American dream was out of reach for many families.

In the winter of 1933–34, however, dissent began to build in the doghouse of one Minneapolis coal yard. A Swedish immigrant named Carl Skoglund told his fellow drivers that they did not need to meekly accept low wages and unfair working conditions. Skoglund, then in his late forties, had a broad build that his friends teasingly compared to an outhouse—or, as one said, “a little brick shit-house.” He walked with a limp, the result of a tree that had crushed his foot when he was working for a logging company in northern Minnesota years earlier. As he spoke, in a Swedish accent, he sometimes twirled one of the bushy eyebrows that hung over his blue eyes. The other drivers called him Skogie or the Old Swede, and he kept repeating the same message to them: Only a labor union could give them the power to change life in the coal yard. Secretly—“on the Q.T.,” a then popular code word for quiet—Skoglund and a small group of other activists began holding nighttime meetings at his home to explain the benefits of a union to their colleagues.

[image: image]
Carl Skoglund, third from left, meeting with the other leaders of Teamsters Local 544, 1937.

Skoglund had spent much of his life trying to organize unions, and he had repeatedly failed. In 1922, while working as a railroad mechanic, he participated in the Great Railroad Strike, which ended in defeat for the workers after President Warren Harding intervened on behalf of employers. It was a common story in the early twentieth century. Business owners were gaining power, and workers were losing it. Judges invalidated workplace regulations, allowing companies to operate as they wished. Presidents and governors halted strikes. Union membership declined in the 1920s. A visiting Australian journalist, trying to explain the United States to his readers, wrote, “America is an employer’s paradise.” Inequality, as a result, was growing. The share of income flowing to the richest 1 percent of households nearly doubled between the 1870s and 1920s. Most Americans were not receiving their fair share of the country’s economic bounty.

This chapter tells the story of how workers in Minneapolis gained enough political power to reverse that trend and how they contributed to a larger shift across the rest of the country. Their success eventually helped to create an economy in which living standards rose rapidly for the rich, middle class, and poor.

*

ECONOMIC THEORY MIGHT seem to suggest that political power should not have such a big effect on the economy. According to the laws of supply and demand, market forces dictate economic outcomes. Companies pay workers what they are worth, based on a combination of a worker’s productivity, the number of available workers, the strength of the business, and the health of the overall economy. A company that underpays its workers will lose them to rival businesses that do pay market wages. A company that overpays its workers will lose money and go out of business.

Yet the world does not operate as elegantly as some economic theories suggest. It is messier. One reason is that few workers know the exact worth of their contributions to their employers. Employers themselves are often unsure. A mid-twentieth-century economist named Richard Lester coined a phrase for this uncertainty: the “range of indeterminacy.”

To understand the concept, it can help to look at other areas of economic life. A wage is a kind of price—the price that workers can charge for their labor—and prices often vary for reasons unconnected to an item’s true value. Hospitals charge wildly different prices for the same procedure. Gas stations, sometimes on the same street, charge different amounts for a gallon of gas. Home sellers obsess over the list price of their house, rather than trusting that an efficient market will dictate the ultimate value. The sale price of these items and many others can vary widely, depending on a host of factors, including the relative knowledge, patience, and leverage of the buyer and seller.

In the case of wages, the range of indeterminacy helps employers more often than employees because employers have some natural advantages. They have more knowledge—about how much money different workers make and how productive each is. Employers also have more leverage. Companies employ many workers, and losing one of them is usually manageable. For most workers, by contrast, quitting over a pay dispute can create financial hardship.

These dynamics can cause a worker’s pay to settle on the low end of the range of indeterminacy. In the relationship between an employer and an individual employee, the employer has more power. But there is an important adjective in that previous sentence: individual. When employees band together, they can reduce the power imbalance. They can share information with one another and can exert some of their own leverage. A business that can afford to lose one worker over a pay dispute may not be able to lose dozens of workers.

There is a name for a group of workers who come together to increase their bargaining power. It is a labor union.

Two leading philosophers of capitalism, Adam Smith and John Stuart Mill, understood this reality and wrote positively about unions. “Masters are always and everywhere in a sort of tacit, but constant and uniform combination, not to raise the wages of labour above their actual rate,” Smith wrote in The Wealth of Nations. Employers had the advantage over workers in almost any negotiation, Smith explained, and workers’ best hope for matching the sway of employers was to form a “combination.” Mill, similarly, wrote, “The labourer in an isolated condition, unable to hold out even against a single employer, much more against the tacit combination of employers, will, as a rule, find his wages kept down at the lower limit.”

I know that many Americans have mixed feelings about labor unions. I have mixed feelings myself. I was in a union for more than a decade, as a reporter at The New York Times, and I was both grateful for the pay and benefits it had negotiated on my behalf and frustrated by some aspects of the union. On the desk of my union representative was a digital clock, facing outward, that counted down until her retirement, in days, hours, minutes, and seconds. The clock conveyed her lack of interest in the job, and it was a fitting symbol of the union’s problems. When my infant son had a medical emergency and the union’s health plan lacked any pediatric specialist to treat it, union officials were maddeningly uninterested in helping my family find a doctor we could afford. They seemed more interested in getting their own paychecks and reaching retirement than helping their members. Later, after I joined management at the Times, I had new frustrations with the union, mostly involving its resistance to change at a company that needed to evolve in order to thrive in the digital era.

Many other Americans have had their own disappointments with unions. In some situations, unions have overreached, demanding cumbersome work restrictions or wages that are too high for a company to pay sustainably. Both the “range” and the “indeterminacy” parts of Lester’s idea are important, after all. The more successful a company is—the more attractive its products and the more efficient its operations are—the higher the wage range can rise.

For all their imperfections, though, it is worth remembering what an economy without strong labor unions looks like. It is an economy in which employees, left to act as individuals, have far less power than employers, and wages tend to settle at the low end of the range of indeterminacy. It is an economy that resembles the Minneapolis economy of the early 1900s (or the American economy of the early 2000s, but that is a story for the second half of this book).

Looking back over history, many Americans rightly glorify the civil rights, women’s, and gay rights movements for creating an America that comes closer to fulfilling its founding ideals. None of those movements were perfect. All of them were necessary. The labor movement deserves a similar place in our memories, as a central cause of social progress. Unions allowed ordinary people to acquire political and economic power that they had never previously had. That power allowed them to enjoy better, healthier, longer lives.

The labor unions of the mid-twentieth century cannot be re-created in today’s globalized economy, and some aspects of them do not deserve to be. Different times call for different solutions. But there is an enduring principle across the past century: The attainment of the American dream—or the failure to attain it—has depended on the balance of political power.

*

FOR MUCH OF American history, the country’s workers, or at least its White workers, had not needed power in order to enjoy better living standards than their counterparts in other countries. The United States economy was naturally less unequal than Europe’s.

“The average American colonist ate better, was taller, and lived longer than did the average Englishman,” the economic historians Peter Lindert and Jeffrey Williamson have noted. Colonists benefited from the fact that America lacked the inherited wealth and economic institutions that Europe had at the time. People from ordinary backgrounds were able to acquire land and start businesses more easily than the working classes back home. When Benjamin Franklin arrived in Philadelphia as a seventeen-year-old in 1723, the city was home to only ten thousand people. Franklin invested in real estate and opened a printing press, a publishing house, and a newspaper, all of which would have been difficult back in England. The amount of economic opportunity was clear even to colonists who were unhappy about it. “Fellows who would have cleaned my shoes five years ago,” groused one Mayflower descendant in the 1770s, “have amassed fortunes, and are riding in chariots.”

While the American colonies were not necessarily richer overall than western Europe, the affluent in America took home a smaller share of income, leaving more for everyone else. On the eve of the Revolutionary War, the richest 1 percent of American households earned 8.6 percent of the national income. Across western Europe at the same time, the share was almost twice as high—about 15 percent. The gap is especially striking given that the American colonies had the brutal institution of slavery, which allowed wealthy White plantation owners to capture the economic value created by Black workers.

The main explanation for the gap between the United States and Europe is that inequality in a society tends to increase over time, as the economist Thomas Piketty has documented. (An old saying makes a similar point, albeit less rigorously than Piketty: It takes money to make money.) Many promising investments require a significant amount of capital. People who have that capital can earn higher returns than people who do not. Wealthy farmers can
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