Wy Anericans Don't Care About Incone Inequality
Nat han 4 azer

This presentation wll be sonewhat out of the current of the main
line of presentations at the semnar of inequality. It is not
based on original enpirical research, as is the case with al

the presentations | have attended, and | believe alnost all the
others. It is in a sense a netaquestion about inequality, since
it asks, whatever the causes and nature of inequality in the
United States, why don't Anmericans care nuch about it? O course
that raises immedi ately an enpirical question which I will try to
answer from public opinion research to denonstrate that indeed
Anericans don't care much about inequality: That is, they don't
care nmuch about it when we conpare Anericans with the people of
ot her devel oped, wealthy countries, and they also don't care nuch
about it when conpared with certain periods of our own past, such
as the Depression and World War |1, when inequality seened to be
nore of an issue.

For exanple, in the early days of public opinion research, which
coincided with the later years of the Depression and Wrl d War
1, public opinion research organizations used to ask questions
such as, should be there be a maximumlimt on salaries or

i ncone? Jennifer Hochschild, 20 years ago, for her book Wat's
Fair? Anerican Beliefs About Distributive Justice (Harvard,
1981), tried to find all the questions that had ever been asked
in national surveys about attitudes toward inequality. She found
seven, the last in 1976, asking whether people agreed that "the
government shoould limt the anount of noney any individual is
allowed to earn in a year." N ne per cent agreed. This rate of
agreenent was even |lower than that received by an even tougher
guestion testing attitudes on inequality, "Every famly in this
country should receive the same income, about $10,000 or so,"
asked in 1969. That position was endorsed by 13 % of the sanple.
When responses are that one-sided, it is understandable that the
question is dropped. | do not knowif it has been asked again
since 1976, but | suspect not. Wien we ask in public opinion
surveys, what are the nost inportant issues facing the nation
today, we do not find inequality promnent--crine, education, the
state of the econony, have in recent years headed the list, and |
assune terrorismhas recently been added.

This is in a way surprising because the United States is the nost
unequal of econom cally devel oped countries. And that inequality

has been increasing (as it has in the other economcally

devel oped countries with which the United States is nost usefully
conpared). | wll not discuss the conplex question of why

i nequal ity has been increasing, one on which there has been nuch



advanced and sophi sticated econonetric analysis. My question
arises fromthe initial fact that inequality is not a big issue
in the politics or indeed the public opinion of this country when
it isinfact a big issue in reality, as denonstrated by our

uni que position as the nost unequal of the nmajor devel oped
nations. Clearly one explanation of why Anmericans don't care
about inequality will have to be put aside at the outset, and
that is that they don't care about it because it is not much of a
pr obl em here.

A second possi bl e answer has to be put aside at the outset,

t hough that would require nore sustained denonstration, that is
that they don't care about inequality because whatever the peaks
of income the rich reach, the poor do pretty well in Anerica.
Sone do nake that case (by, for exanple | ooking at nmeasures of
consunption rather than incone), but the presence of the

honel ess, of beggars, of honel ess shelters, of soup kitchens, and
the like, an array of visible circunstances and institutions that
we do not see in other devel oped nations, will lead us to
conclude that the condition and circunstances of the poor shoul d
or could indeed raise questions, and should play a larger role in
our consciousness and politics.

One could argue that while Anmericans don't care about inequality
they do care about poverty or inpoverishnment, a distinction
about which one can nmake a good deal, both in political

phi | osophy and public policy, and that our policies provide a
safety net that protects against inpoverishnent. But attractive
as that thesis is--and it has been argued--in fact we do not have
such a safety net, conpared to other advanced and weal t hy
nations. Wiile Anericans nay be nore synpathetic to the idea of
provi ding such a safety net than they are to the idea of reducing
inequality as such, we actually do not provide, as is well known,
the safety net we can find in European countri es.

My own thinking on the question goes back to a paper | wote

al nost 20 years ago, stinulated in part by Jennifer Hochschild's
book of 1981, and to an article | wote about 15 years ago,

whi ch asked whet her the Anerican welfare state was undevel oped,

or laggard, or sinply different fromthose of Europe. And ny
return to thinking about this issue, stinulated by this sem nar,
has been assisted by a very recent paper by professors Alberto

Al esi na and Edward d aeser of our Econom cs departnent (Bruce
Sacerdote of Dartnmouth is a co-author), "Way Doesn't the United
States have a European-Style Welfare State?" (Brookings Papers on
Econom ¢ Activity, 2/2001; henceforth AGS). The two questions are
somewhat different but clearly linked. The second questi on--why
doesn't the United States have a European-style welfare state?--
is logically consequent on the first--why don't Anericans care
about inequality? The question of why the United States does not
have a European-style welfare state |l eads us to ask first about
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its institutions, while the question of why Americans don't care
about inequality leads us first to ask about the opinions and
beliefs which we may assune shape our institutions. (O course
the relationship could go the other way.) But both questions
lead us in the end to opinions, beliefs, values. And indeed the

t hree econom sts who have nade this recent inquiry into the
guestion of why the United States does not have a European style
wel fare state, after first considering econom c expl anations and
political explanations, do in the end decide that nost inportant
are the "behavioral" explanations, as they call them which seem
to be based on the distinctive beliefs of Anericans. That doesn't
end our regress to causes, because we would then have to ask, why
do Anmericans have such distinctive beliefs, which | eads us back
to history and institutions.

Because AGS are so systematic in their approach to the question,
and depend on the nost recent evidence fromthe nost
authoritative sources, | will begin by laying out their argument.
The evidence that the United States is indeed a | aggard or
different from European welfare states will be famliar to nost
of you. The US does nuch | ess than European countries in
redistributing incone to assist the condition of the worse off.
Transfers and other social benefits, which we may assunme go
nostly from people with nore inconme to people with | ess incone,

t hough we know of course that that is not uniformy the case,
anounted in 1999, according to the OECD, to 11 % of GDP in the
US, and 18 % of GDP in the countries of the European Union, with
a range anong the |larger European nations from20 % in Gernmany
and France to 16 %in the United Kingdom (p. 4--1 wll be
roundi ng off to whole nunbers regularly in this presentation).
The US is particularly deficient in famly benefits and

unenpl oynent and | abor market prograns--1 % of GDP for these,
against 5 %in the European Union, and a whopping 8 %in Sweden.
But it also lags behind in old age, disability, and survivor's
benefits, 7 %versus 12 % in the European Union, and 15%in
Sweden. AGS al so argue that "marginal tax rates in the United
States are higher than in Europe for low |l evels of inconme... and
| oner for higher levels of incone." (7,8). This is surprising to
me, in view of the larger role of indirect and consunption taxes
in Europe, but it is not necessary to argue this matter here.

These differences also extend to the treatnent of the working
poor, and make it difficult to sustain the argunent that

Anmeri cans do care about the condition of the poor, but nake a

di stinction between the working and the non-working poor. This
may be true, but the fact is the United States is al so
distinctive in its lack of support for the working poor. The
legal mnimumwage in the USin the early 1990's was 39 % of the
average wage, as against 53 % for the European Union. It also
provi ded nuch less in | abor standards, enploynent protection, and
unenpl oynment benefits (p. 13). Its unenploynent benefits are



bel ow t hat of nobst European Union countries. Only the United

Ki ngdom matches it in mserliness--but in the UK one may get

t hese benefits for 4 years as against 6 nonths in the US. It is
notorious that the United States does not require enployers to
provi de any paid vacations, while European countries nmandate on
average 4 weeks, France and Sweden 5.

AGE assert that this pattern of a smaller governnent and a

smal ler welfare state is evident as far back as we can go: "From
the very beginning of the expansion of the public sector in the
late 19th century, the United States and Europe show very
distinctive patterns. Al though the ratio of welfare spendi ng was
al ready high at the end of the 19th century, the absolute
difference grew as the welfare state expanded both in Europe and
the US.... " (pp. 7,8) The distinctive Amrerican pattern is then
of long standing. This makes it difficult to explain the current
pattern by recent political events such as the Reagan
admnistration. It also remnds us that the recent increase in
inequality seens to precede both the Reagan adm nistration in the
US and the Thatcher adm nistration in the UK This is not to
exclude political factors in affecting inequality and poverty and
the size of the welfare state, which would be silly, but it does
remnd us that there may be | arger factors that operate

i ndependently of given adm nistrations and their philosophies.

What then are these larger factors? They could, according to AGS,
be aspects of the Anerican econony, of the American political
system or sonething el se. W m ght consider that sonething el se
social factors, or factors of deep-lying Amrerican val ues, or the
character of beliefs and opinions, but AGS use the term
"behavioral" to characterize these non-econom ¢ and non-political
factors which could explain why the United States is divergent.
They devel op a formal econom c nodel to explain why the United
States m ght not have a European-style welfare state, a node
whi ch despites its form dabl e mat hematical form operates on sone
sinpl e assunptions, that economc factors will affect the self-
interested political decisions of people, and these wll affect
the policies of government in a denocracy. Some of the economc
factors that distinguish the United States should according to
their nodel lead us to expect that the US would have nore of a
wel fare state than Europe. Thus, the United States has nore
inconme inequality than Europe, a factor that in their node
favors a larger welfare state. They give a before-tax G ni
coefficient for the US of 38.5. and an average for Europe of
29.6. Wiy then don't the | arger nunber of those bel ow the nedi an
of inconme in the US vote to inprove their condition by demandi ng
a larger welfare state, nore redistribution fromthose above the
medi an to those below? That is a |large question, and there are a
nunber of possible answers, which AGS are aware of, such as that
political power is dependant not only on votes in a denocracy but
on noney.



But there is another econom c explanation which will play a |arge
role in the rest of this talk and which AGS do discuss: If there
is nore social nmobility in the US than in Europe, and if those
with less income expect that in time they will have nore incone,
they may be | ess concerned with the protection that a safety-net
or a devel oped welfare state provides. It seens the evidence on
whet her there is actually nore social nobility in the United
States than in Europe is unclear--it has surprisingly been

uncl ear since Lipset and Bendi x began studying this question 40
years ago. But whatever the situation regarding the facts about
social mobility, it is clear that beliefs about social nobility
are very different in the United States fromwhat they are in
Europe. AGS report, using the World Val ues Survey, that "71 % of
Anericans, but only 40 % of Europeans, believe that the poor have
a chance to escape frompoverty." (pp.16-7) It seens even in

di scussi ng econom c factors one has to go to beliefs.

AGS al so discuss various distinctive Arerican political factors--
in particular, the electoral system the absence of proportional
representation, which deprives third parties and mnority parties
of opportunities to gain representation, and the absence of a
maj or Socialist party--but as in their discussion of economc
factors, they again settle on issues that we woul d consider
matters of values or beliefs. Thus, why is there is no | arge
Socialist party in the history of the United States? Perhaps
factors of political structure help explain it. But just as in
the case of social nobility, values or beliefs nay be nore

i nportant than political structure. Lipset and Marks, in their
conprehensi ve book on this interesting question of why the United
States never had a large Socialist party, are quoted by AGS, to
the effect that, in contrast to European workers' novenents, and
as far back as we can trace them Anerican workers' novenents
demanded equal ity of opportunity rather than equality of results
(pp. 37-38). They were nore interested in opportunities for

social mobility than in equality.

Finally AGS cone to their "behavioral" factors, and here they hit
pay dirt. Recall that in discussing economc factors, they found
beliefs and values crucial--the belief that social nobility is
possi bl e, avail able, probable, regardless of its presence. Recal
that, discussing political factors, they again canme to beliefs
and val ues--that equality of opportunity is nore desired than
equality of results. Discussing "behavioral" factors, they find
one that is decisive, far out-ranking in the various regressions
they provide any other, and that is the racial factor. The
enpirical evidence they give for this result is extensive. It

i ncludes a cross-country conparison relating social spending to a
measure of "racial fractionalization" (p. 46), which is not very
convincing to ne, and a cross-state conparison with the United
States relating the percentage of blacks in a state to the size



of the welfare benefit, which is rather nore convincing (p. 50).

But it is beliefs, values, that seem nost conpelling here,
beliefs and values that are in | arge neasure dependant on
Anmerican racial history and racial prejudice: "Opinions and
bel i efs about the poor differ sharply between the United States
and Europe. In Europe the poor are generally thought to be
unfortunate, but not personally responsible for their own

condi tion. For exanple, according to the Wirld Val ues Survey,
whereas 70 % of West Gernmans express the belief that people are
poor because of inperfections in society, not their own | aziness,
70 % of Anericans hold the opposite view.... 71 % of Americans
but only 40% of Europeans said ...poor people could work their
way out of poverty."(51)

Is it just a matter of belief, or if you will, of false

consci ousness, that the poor (as well as the mddle class and the
upper class) submt to the hegenony of prevailing ideol ogy? AGS
ask, well, is there sone basis to this belief that the poor can
work their way out of poverty, and to the further belief--as we

w || devel op bel ow-that the nonpoor owe their good fortune to
their efforts? It seens there may be sonething factual to this:
"There is a strong positive correlation between earnings and
hours worked in the United States." (p. 52) People in the top
quintile work | onger hours than people in the mddle quintiles in
the United States. People in the lowest quintile work nuch fewer
hours. Patterns in Europe are different. In Sweden, all work the
same nunber of hours. In Italy and Switzerland, the poor work

| onger hours. AGS note too that there is a also a relation

bet ween the belief that |uck determ nes inconme and the anount of
social spending in a country. The United is | owest on soci al
spendi ng, and |lowest too in believing that |uck determ nes
income. (58) But behind all these differences they are inpressed
by the racial factor. Their concl usion:

"Racial fragnentation and the disproportionate representation of
ethnic mnorities anong the poor played a mgjor role in limting
redistribution.... Qur bottomline is that Americans redistribute
| ess than Europeans for three reasons: because the majority of
Anericans believe that redistribution favors racial mnorities,
because Anericans believe that they live in an open and fair
society, and that if soneone is poor it is his or her owm fault,
and because the political systemis geared toward preventing
redistribution. In fact the political systemis likely to be
endogenous to these basic Anerican beliefs.”"(p. 61) "Endogenous"
i s econom cs-ese for saying we have the political systemwe do
because we prefer the results it gives, such as limting

redi stribution to the bl acks.

Thus the racial factor as well as a wi der net of social beliefs
play a key role in why Americans don't care about incone



i nequality, and why, not caring, they have no great interest in
expandi ng the welfare state. Does this conclusion hold up?

| believe in |arge neasure that it does. It parallels the
conclusions of political scientists and sociol ogi sts who have
been studying this question for 20 years or nore, and indeed it
parallels with only small differences the reasons | gave 15 years
ago for why the American wifare state is different. | would

nodi fy their conclusion in tw key respects. | believe the
specific racial factor that emerges so sharply in their
regressions has to be enbedded in a |larger structure of opinion
shaped by the history of Anerican diversity, in religion, in
ethnicity, and in race, and it is this larger structure that is
the key factor in shaping the American welfare state. It has
shaped it in such a distinctive pattern that, as | argued nore
than 15 years ago, it is not to be seen as |aggard, or backward,
but rather different. ("The Anerican Welfare State: |nconplete or
Different?", in Richard Rose and Rei Shiratorui, ed., New York
Oxford University Press, 1986, reprinted as Chapter 9 in The
Limts of Social Policy, Harvard University Press, 1989).

| do not know whet her we could establish this by neans of the
regressions favored by econom sts: W would have to go back 250
years ago to ask how the increasing sectarian divisions in the
original colonies affected the welfare institutions of the New
Engl and col onists, 150 years to ask how the incom ng Catholic
Irish were seen and how their needs were net and how the entry of
this very different group affected the devel opnment of our welfare
institutions, we would have to go back 100 years to ask the sane
guestions about the incom ng Italians and East European Jews. W
woul d have to | ook at the history of American social institutions
and note how what were originally state institutions or the
institutions of a dom nant and established religion, follow ng
the patterns of Europe, were broken, divided, and privatized
under the inpact of increasing religious and ethnic diversity.
And so Harvard Col | ege, founded as an instution of higher
education by the Bay State Colony and its established religion,
mutated by 150 years ago into a private and iundependnet
institution, no | onger supported or governed by the state or by a
domnant religion, an institution of a type that did not exist in
Europe. The establishnment of what m ght have becone in tine a

uni form state public educational systemwas broken by the
immgration of the Catholic Irish. Immgrants were cared for by
religious social welfare institutions that had al ready been
established to take care of their coreligionists or by
institutions that they started on their own. A pattern of
nonstate care was established. Al ongside that the Anerican

wel fare state grew, nuch later than in Europe, and different from
in Europe. In the United States, the state entered the path of
nodern social provision for those affected by an industrializing
society late, and it never fully replaced the pre-existing order
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of diversity and nonstate provision in social welfare. That pre-
exi sting systemstill exists and it is very extensive. AGS give
us the astonishing estimte that charitable contributions in the
United States in 2000 ambunted to $691 a person, conpared to $141
in the United Kingdom and $57 for Europe as a whol e.

The United States begins, in its founding col onies, Northeastern,
Sout heast ern, Southwestern, as offshoots of Europe bearing

vari ous characteristics of the societies fromwhich the founding
settlers cane. But initial uniformties were succeeded by a
diversity which overwhel ned and replaced state functions by
nonstate organi zations, and it was within these that many of the
services that are the mark of a fully devel oped welfare state
wer e provi ded.

Were do the blacks fit in? The situation of the blacks was

i ndeed different. No religious or ethnic group had to face
anything like the conditions of slavery or the fierce subsequent
prejudi ce and segregation to which they were subjected. But the
pre-existing conditions of fractionated social services affected
them too. Like other groups, they established their own churches,
whi ch provided within the limts set by the prevailing poverty
and absence of resources sone services. Like other groups, too,

t hey were dependant on pre-existing systens of social service

t hat had been set up by religious and ethnic groups, primarily to
serve their own, sone of which reached out to serve blacks, as is
the case with the religiously based (and now publicly funded)
soci al service agencies of New York City. They were nmuch nore
dependant, owing to their econom c condition, on the poorly

devel oped primtive public services, and they becane in tine the
special ward of the expanded Anerican welfare state's soci al
services. Having becone, to a greater extent than other groups,
the clients of public services, they also affected, owing to the
prevailing racism the public inmage of these services.

The contrast with Europe is striking. European famly benefits--
credits or paynents for each child--, which do not exist in the
United States, were seen in Europe as being in effect for all:
they may have been initiated because of fear of popul ation
decline, but in general state aid to help large famlies in
ethnically and religiously honbgeneous nations were seen as neans
of strengthening the nation. One wonders whet her such benefits
w Il be as generally accepted as the immgrant and Muslim
popul ati ons of the European welfare states expand, and nmaintain
as is typically the case today larger famlies. A visitng

Nor wegi an econom st notes in conversation the large famlies of
Paki stani imm grants in Norway who can |live, w thout working, on
famly benefits, and who indeed continue indeed to receive these
benefits if they return to Paki stan. Even the nodel services of
t he Scandi navi an countries may be strained by such devel opnents.



There is a second respect in which | would add to or nodify AGS.

| believe our characteristic systemof beliefs, or if you wll

val ues, whil e shaped by diversity and the racial factor, alos
have an i ndependent origin. It owes a great deal to our founding
as a pioneer society, and one founded by English settlers. This
is a very conplex matter, and what is English or Scottish or

Wel sh or Scotch-Irish, and what is Calvinist or Presbyterian or
Anglican, in our founding would be very difficult to sort out,
and i s beyond ny capacities to do so. But there is a distinctive
pattern of values we see in the United Kingdomas well as in the
United States, and that we can al so discern to sonme extent in

ot her settler societies founded by the English, centered on this
belief in effort and nerit and opportunity as against egalitarian
provision by the state. Note a table conparing the United Ki ngdom
w th Gemany, France, and the Netherl ands, on incone nmaintenance,
on a neasure of "egalitarianiasm" on the tendency to blame the
poor for their condition. It cones froma paper by Rudolf Klein,
"Val ues, Power and Policies,”" in The Wlfare State in Crisis
(OECD, 1981, pp. 169-170, reproduced in The Limts of Social

Policy, p.188.)

| ncome mai nt enance "Egalitariani snf Bl am ng
t he
poor
CGer may 12 30 23
France 12 49 16
Net her | ands 14 36 12
United Kingdom 8 18 43

The United Kingdomin this conparison | ooks nmuch Iike the United
States. (The opinion data is fromthe md -1970's, |ong before
Prime Mnister Thatcher's revolution.) The United States is not
in this conparison, but we know from public opinion research, and
sonme of the findings are given in AGS, that Anericans believe
public policy should aimat equality of opportunity nore than
equality of result, that they believe that success is generally
deserved, and that failure is often the fault of the individual
rat her than of circunstances over which the individual has no
control

This conpl ex of beliefs can be further specified. Wether it is
all a formof "false consciousness" | wll |eave for others to

di scuss, but that these beliefs are generally held in the United
States is not be disputed. Note the answers given in a carefully
desi gned national survey of 1980 (Janes R Kluegel and Eliot R
Smith, Beliefs about Inequality: Americans' views about what is
and ought to be, Al dine-deGueter, 1986). Asking for reasons
(nore than one can be given) people are wealthy, 64 % say because
of personal drive, willingness to take risks; 64 % say because of
i nheritance; 64% because of hard work and initiative; 47 %
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because of political influence or pull; 46 % because of great
ability or talent. Not all the reasons are neritorious, but nost
are. At the bottomare luck (26 %, dishonesty (27 %, taking
unfair advantage of the poor (29 %.

And reasons for poverty?

lack of thrift, 64 %

| ack of effort, 53 %

lack of ability, talent 53%

t he poor schooling provided by society, 46 %
| oose norals, 44 %

si ckness, 43 %

| ow wages, 47 %

not enough jobs, 35 %

prejudi ce and di scrim nation against bl acks, 39
bei ng taken advantage of by rich people, 19
bad luck, 12 %

Not rmuch synpathy for the poor there.
Kluegel and Smth wite:

"I'ndi vidual s generally perceive their own econonm c position as
caused by internal factors, so that generalization fromone's

i ndi vidual circunstances to those of nbst Anericans potentially
woul d support rather than chall enge the dom nant ideol ogy...the
effect of structural beliefs [i.e., that social and econom c
factors affect one's economc position] is usually not to
overthrow the beliefs in individual causation but to produce
conprom se images (e.g., the idea that barriers to opportunity
exi st but can be overcone by strenuous individual efforts}.”

(p. 101)

| believe such views go very far back in American history and are
related both to its pioneer founding and to its basically English
origins. There is no sinple way to nmake this case. But | note
with interest that on many international conparisons the United
Ki ngdom fall s between the Continent and the United States on
attitudes toward weal th, poverty, inequality, and the role of the
state. It is not accident that Thatcherismwas a British
phenonmenon, not French, German, or Italian--though these may in
time and in sonme respects reluctantly foll ow

Note that the United Kingdom has always had a far nore devel oped
system of private philanthropy and private foundations than the
conti nental European countries. The equivalents of the great
state universities of Europe are the colleges of Oxford and
Canbri dge, established as private endowrents. In social
expenditure, the United Kingdomfalls between the continental

Eur opean countries and the United States (AGS. pp. 4,5). In one
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maj or cross-national study, | amintrigued to note that Australia
conmes closer to the United States in attitudes toward the welfare
state than do West CGermany and Italy. (TomW Smth, "Socia

I nequality in cross-National Perspective,” in Attitudes to

| nequality and the Role of Governnent, |nternational Soci al
Eurvey Programre, den Haag: Netherlands, 1990, p. 22). Is there
such a factor as comon origins in the British Isles or the

i npact of immgration, that |leads to greater faith in equal
opportunity than in governnent established equality?




