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Abstract 
 
The textbook theory of public finance delineates three primary functions of government: 1) to 
provide for public goods, 2) to provide for an equitable distribution of income, and 3) to stabilize 
the economy. However, it has become evident with the rise of right-wing populism especially, but 
not exclusively, in the U.S., that this conceptualization contains a crucial oversight of historic 
proportions because the gap between the haves and have-nots in a society is not merely a question 
of equity but also a question of the maintenance of political stability. The January 6, 2021 
insurrection against the U.S. Congress by an angry mob made it evident that the distribution of 
income has bounds beyond which social forces exert such pressure on the political system that the 
whole edifice of liberal democracy is seriously threatened. Hence, democratic governments must 
consider income distribution also from the vantage point of sustaining itself. 
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Introduction 
A classic statement of the pure theory of public finance was formulated circa forty-five 

years ago by Richard Musgrave (1957). He conceptualized the role of public finance as falling 

into three primary functions of government: a) to provide for public goods, b) to provide for an 

equitable distribution of income, and c) to stabilize the economy. In its simplicity, this tripartite 

division “has been invaluable” and remains the “gold standard” in economics to this day 

(Mieszkowski 2008).  

The present essay concerns a significant and ubiquitous oversight in the discussion of the 

second of these functions: distribution, for it has become evident in the 21st century that the 

notion that the distribution of income in a society is a question of equity, fairness, or justice 

alone is no longer tenable. On the contrary, it should be clear by now that in addition to these 

considerations, the distribution of income has bounds beyond which social forces exert such 

strain on the socio-economic-political system that the whole edifice of the market economy, 

founded on liberal democracy, is called seriously into question. In the main, this aspect of the 

distribution problem eluded the profession until 2016, when the rise of right-wing populism 

especially but not exclusively in the U.S. laid bare the significance of this oversight of historic 

proportions. In other words, the government must consider distribution not exclusively from the 

vantage point of equity but also from the point of view of sustaining itself. 

Taxes Became the Boogeyman 
 

Redistribution obviously requires taxes. Yet, in the economist’s canon taxes also create 

deadweight losses. According to Musgrave’s understatement: “This concern has now moved to 

the center of tax theory” (2008, p. 337). In reality, the emphasis on the inefficient attributes of 

taxation became the dominant ideology and the anti-tax movement became an overwhelming 

force in popular political culture (Laffer 1981, Gayner 1995). Milton Friedman went as far as to 

suggest that “[t]he corporate tax should be abolished” (2002, 132) and ridiculed corporate “social 

conscience” as “preaching pure and unadulterated socialism” (Friedman 1970). 

The anti-tax movement became the foundation of Reaganomics, supply-side economics, 

and the guiding light of subsequent economic policy (Komlos 2019a). These ideas were also 

supported by textbooks that socialized millions of students, the future voters, into believing that 



“because taxes distort incentives, they cause markets to allocate resources inefficiently” 

(Mankiw 2018, 157). The public purpose of taxes was neglected and enabled the mainstream to 

stamp redistribution as an anti-growth and anti-efficiency policy.  

This led to the popularization of seeing redistribution primarily in terms of the efficiency-

equity tradeoff: “these two goals conflict…. Although these policies have the benefit of 

achieving greater equity, they have a cost in terms of reduced efficiency. When the government 

redistributes income from the rich to the poor, it reduces the reward for working hard, as a result, 

people work less and produce fewer goods and services. In other words, when the government 

tries to cut the economic pie into more equal slices, the pie gets smaller” (Mankiw 2018, 5).  

In a similar vein, Harvard’s Marty Feldstein, the doyen of tax policy analysis, supported 

lower taxes for forty years, even the Trump tax cuts (1993, 2017). In publications far too 

numerous to mention, including in the mass media, he hammered incessantly at the notion that 

“higher taxes hurt the economy by distorting behavior—reducing work effort, saving, and risk-

taking…” and that the deadweight losses of taxes are inefficient, period (Feldstein 2008).1  

However, the beneficial effects of taxes were seldom (if ever) mentioned, namely, the 

efficiency gains due to a better educated labor force, the humongous waste of human resources 

due mediocre public schools, the dead weight losses caused by a mental health crisis, the 

tremendous gains from public funding of basic research that induced the IT revolution and also 

transformed medicine, or the productivity gains from public funding of healthcare since a 

healthier workforce produces more efficiently. None of that ever came up for discussion among 

the cadre of neoliberals. The focus was on minimizing the deadweight losses and that meant in 

the U.S. small government and taxes set at the bare minimum. The lower taxes also meant less 

money for social safety programs which led to increased insecurity and rising stress levels. 

Perverse Redistribution 

Redistribution had been conceptualized as occurring at a moment in time from the top 

toward the poor, but a significant redistribution of the economic pie was actually taking place 

during the previous four decades in exactly the opposite direction from the one envisioned by 

Musgrave, namely, from the bottom to the top of the income distribution, as the benefits of 

                                                           
1 In this article he mentioned “dead weight loss” 34 times. 



economic growth accrued exclusively to the top quintile and mostly to the top 1% (Stiglitz 

2011). By 2019 the wealth of the top 1% reached $26 million per household while the bottom 

half had practically nothing beyond their household possessions and perhaps their automobile 

(Board of Governors 2022). Moreover, the bottom eighty percent of the income distribution was 

losing a significant share of total income. Their annual income would have been $10,300 more 

per household if their share of the total had remained at the level of 1967 (Table 1).  

Insert Table 1. Distribution of Household Income in the U.S., 1967-2019 

This redistribution of the share of national income was brought about in the first instance 

by an immense tax windfall for the superrich, and then by the impersonal forces of globalization, 

by technological change, as well as by the declining power of labor, by deregulation, by 

quantitative easing, and by the one-sided bailouts of the financial crises of 2008. How these 

developments redistributed income in favor of the rich and superrich and how they generated 

resentment aimed at the institutions of government is beyond the scope of this essay. Suffice it to 

say, that this complex of issues spawned a humongous literature, almost all of it after the 

financial crisis (Atkinson, 2015; Autor, et al., 2020; Azar, Marinescu, and Steinbaum, 2022; 

Bartels, 2016; Bartlett, 2009; Blanchflower, 2019; Boushey, 2019; Buffett, 2011; Burch, 1997; 

Collier, 2018; Cumbers, 2020; Deaton, 2011; Dorgan, 2006; Farber et al., 2018; Faux, 2012; 

Formisano, 2015; Foroohar, 2016; Freeland, 2012; Fukuyama, 2014; Gilbert, 2016; Gilens, 

2012; Graeber, 2019; Graetz and Shapiro, 2020; Graham, 2017; Hacker and Pierson, 2010, 2016; 

Hacker et al., 2022; Harvey, 2007, 2015; Hochschild, 2016; Hundt, 2019; Inglehart and Norris, 

2017; Jackson, 2021; Kakutani, 2018; Kelly, 2009; Kurbjuweit, 2005; Kwak, 2017; Lessig, 

2021; Levinson, 2006a, 2006b, 2007; Levitsky, 2018; Macekura, 2020; Maclean, 2017; Madrick, 

2014; Mann and Ornstein, 2012; Marterbauer and Schürz, 2022; May, 2017; Mayer, 2016; 

Mazzucato, 2020; Milanovic, 2019; Packer, 2020; Page and Gilens, 2017; Paul, 2019; Phillips-

Fein, 2010; Pierce and Schott, 2016; Piketty, 2014; Posner, 2009, 2001; Ravenelle, 2019; 

Ravitch, 2017; Reich, 2018, 2020; Rodrik, 2011; Saez and Zucman, 2019; Sandel, 2018a, 2018b; 

Scheiber, 2011; Schlozman, Verba, and Brady, 2012; Smith, 2010, 2012; Skidelsky, 2020; 

Standing, 2014; Stiglitz, 2017, 2019; Taylor, 2020; Temin, 2017; Tirole, 2017; VanderWeele, 

2017; Warren, 2007; Wolff, 2017; Wolhandler et al,. 2021; Yeh, Macaluso, and Hershbein, 



2022; Zingales, 2012).2 All these developments actually redistributed the benefits of the 

economy upward, decreasing the relative income of the bottom eighty percent of the population. 

By increasing inequality, they generated immense stress on the political system as none of the 

first four quintiles could keep up with the social norms set primarily by the superrich, fueling the 

rise of populism (DeMartino 2022; Komlos 2019b). Yet, economists had overlooked completely 

the political and social implications of this massive income redistribution  toward the top 

(Boushey 2019).  

Taking the Stability of the Political System for Granted  
 

 In contrast to the views prevalent in classrooms, progressive economists warned early 

that the economy had taken a wrong turn in 1980 (Ackerman 1984; Galbraith 1982; Modigliani 

1988; Palley 1998; Peterson 1988; Prasad 2012; Rothschild  1981; Smithin 1990; Thurow 1983; 

Tobin 1981; Wilber and Jameson 1990). According to Nobelist Joseph Stiglitz that is when the 

U.S. had crossed the Rubicon: “President Ronald Reagan began hollowing out the middle class 

and skewing the benefits of growth to those at the top…” (2016). Harvard economist Benjamin 

Friedman noted that “the average American family is losing ground, and knows it” (1990). 

Another observed that “The erosion of middle-class living standards is well documented, and 

Reagan’s tax reform, which brings relief to the very rich, will make it harder than ever for 

working-class and lower-middle-class taxpayers to make ends meet” (Lasch 1988). “[T]o 

redistribute income and well-being toward the rich and away from the poor; to redistribute health 

and education and security toward much the same people who would already have enjoyed them 

before the second World War…” (Rothschild  1982). Galbraith observed in 1998 that he failed to 

foresee “the command of income by those in the top income brackets [would be] increasing 

egregiously. So is the political eloquence and power by which that income is defended” (1958, p. 

                                                           
2 Sixty percent of the works cited here are from 2016 or thereafter. 



viii). However, these early observations and warnings found scant resonance subsequently 

among academics or in the political arena. 

However, by the turn of the 21st century discontent was coalescing to such an extent that 

the real threat to the entire edifice was becoming more apparent. Even arch-conservative Alan 

Greenspan recognized prior to the financial crisis of 2008 that the extremely skewed distribution 

of income in the U.S. was dangerous and if we don’t reverse “a quarter century of increases in 

income inequality, the cultural ties that bind our society could become undone. Disaffection, 

breakdowns of authority, even large-scale violence could ensue, jeopardizing the civility on 

which growing economies depend (2007a, 468). In an interview he was more explicit: “[y]ou 

cannot have the benefits of capitalist market growth without the support of… virtually all of the 

people, and if you have an increasing sense that the rewards of capitalism are being distributed 

unjustly the system will not stand” (Greenspan 2007b). 

He was by no means alone. Nobel-Prize-winning Princeton economist, Angus Deaton, 

expressed similar concerns: “If we can only generate good lives for an elite that’s about a third of 

the population, then we have a real problem…if we can’t fix this, it really is a crisis of 

capitalism… it doesn’t seem to be working for the people who are not very well educated” 

(Belline 2018). These sentiments were in line with those of the public. A 2011 survey found that 

two-thirds of the U.S. population “believe[d]  that there are ‘very strong’ or ‘strong’ conflicts 

between the rich and the poor—an increase of 19 percentage points since 2009” (Morin 2012).  

However, it was not until the triumph of Trumpism in 2016, that it became perfectly clear 

that there are limits to inequality beyond which the whole socio-economic-political edifice is 

vulnerable (Komlos, 2017). Dani Rodrik of Harvard’s Kennedy School was among the first 

prominent economists to see this brazen hiatus in the canon. He reprimanded his colleagues and 



declared them “partly responsible for Donald Trump’s shocking victory”. After all, economists 

“have consistently minimized distributional concerns, even though it is now clear that the 

distributional impact of NAFTA or China’s entry into the World Trade Organization were 

significant for the most directly affected communities in the United States…. (2016).  

Thereafter there was an avalanche of observations recognizing the “sheer awfulness… of 

the extremes of inequality that have been generated by rent-seeking and upward 

redistribution…” (Case and Deaton 2020, 262), and the rise of unhappiness (Clifton 2022, Davis 

2017, Easterlin 2015).  “The economic anxiety and distributional struggles exacerbated by 

globalization generate a base for populism” (Rodrik 2018, 13). After the January 6th insurrection 

one-third of Americans thought that violence against the government is justifiable (Anonymous, 

2022). 

To be sure, the dangerous limit on the Gini coefficient is fuzzy and is obviously a matter 

of judgment but that has always been true to the distribution problem (Zadeh 1975). Of course, 

Musgrave and everyone else who followed in this footsteps realized from the very beginning that 

“…a value judgement of some sort lies at the bottom of any solution to the distribution 

problem… through a tax transfer plan” (Musgrave 1957, 336). He subsequently suggested that in 

the realm of distribution, “public finance reaches beyond that safe haven of Pareto optimality and 

enters the less tractable realm of distributive justice” (Musgrave 2008, 337). 

In sum, sustainability of the market economy is being threatened not only by climate 

change but also by the disaffection of economic agents with the way the laissez-faire market 

distributs its fruits. The point of this essay is to stress that the distribution concerns of public 

finance focused primarily on equity and the equity-efficiency tradeoff while completely 

overlooking the crucial role redistribution plays in the very viability of the economic system. 



Although, this was a major oversight, in the mid-twentieth century, when Musgrave’s 

conceptualization gained prominence, such an idea would have been utterly unthinkable, beyond 

the pale, so to speak. However, after 2016, and increasingly so after January 6, 2021, it should be 

evident that as far as sustainability of the socio-economic-political system is concerned, it’s 

neither economic growth nor the average income that counts but the size of the post-tax Gini 

coefficient itself. In short, there is a theoretical limit on the Gini beyond which the stability of 

democratic capitalism is called into question. That critical issue—the sustainable limit on the 

Gini coefficient—has not been recognized in the public finance literature, but ignoring it further 

is no longer an advisable option and must be researched vigorously. 

References 
 

Ackerman, Frank. 1984, Hazardous to Our Wealth: Economic Policies in the 1980s (Boston: 
South End Press). 

Anonymous, “Dec.17-19, 2021, Washington Post University of Maryland poll,” The Washington 
Post, January 1, 2022.  
Appelbaum, Binyamin. 2019. The Economists’ Hour: False Prophets, Free Markets, and the 
Fracture of Society (New York: Little, Brown, and Company, 2019).  

Atkinson, Anthony. 2015. Inequality: What Can Be Done? (Cambridge, MA: Harvard University 
Press). 

Autor, David, David Dorn, Gordon Hanson, and Kaveh Majlesi. 2020. “Importing Political 
Polarization? The electoral Consequences of Rising Trade Exposure,” American Economic 
Review 110 (10): 3139-3183. 

Azar, José, Ioana Marinescu, and Marshall Steinbaum. 2022. “Labor Market Concentration.” 
Journal of Human Resources 57, Supplement 167-199. 

Bartels, Larry. 2016. Unequal Democracy: The Political Economy of the New Gilded Age, 2nd 
ed. Princeton: Princeton University Press. 

Bartlett, Bruce. 2009. The New American Economy: The Failure of Reaganomics and a New 
Way Forward. New York: St. Martin’s Press. 

Belline, Jason. 2018. “Why ‘Deaths of Despair’ May Be a Warning Sign for America-Moving 
Upstream,” The Wall Street Journal, February 27, the quote is @5.54.  



Blanchflower, David. 2019. Not Working: Where Have All The Good Jobs Gone? Princeton: 
Princeton University Press. 

Boushey, Heather. 2019. Unbound: How Inequality Constricts Our Economy and What We Can 
Do About It (Harvard University Press). 

Buffett, Warren. 2011. “Stop Coddling the Super-Rich.” The New York Times, August 14. 

Burch, Philip. 1997. Reagan, Bush, and Right-Wing Politics: Elites, Think Tanks, Power and 
Policy (Greenwich, CT: JAI Press). 

Board of Governors of the Federal Reserve System. 2022. “Distribution of Household Wealth in 
the U.S. since 1989.” https://www.federalreserve.gov/releases/z1/dataviz/dfa/distribute/table/. 

Boushey, Heather. 2019. Unbound: How Inequality Constricts Our Economy and What We Can 
Do About It (Cambridge, MA: Harvard University Press). 
Case, Anne and Angus Deaton. 2020. Deaths of Despair and the Future of Capitalism 
(Princeton: Princeton University Press). 
Cherlin, Andrew. 2014. Labor’s Love Lost. The Rise and Fall of the Working-Class Family in 
America (New York: Russell Sage Foundation). 

Clifton, Jon. 2022. Blind Spot: The Global Rise of Unhappiness and How Leaders Missed it 
(Washington, DC: Gallup Press). 
Collier, Paul. 2018. The Future of Capitalism: Facing the New Anxieties (New York: Harper). 

Cumbers, Andrew. 2020. The Case for Economic Democracy (Cambridge, UK: Polity Books). 

Davis, Alyssa. 2017. “U.S. Daily Worry Easing, but Still Up Since Trump Election,” Gallup-
Sharecare Well-Being Index, August 4. 
Deaton, Angus. 2011. “The Financial Crisis and the Well-Being of Americans,” NBER Working 
Paper 17128, June.   
DeMartino, George. 2022. The Tragic Science: How economists Cause Harm (Even as They 
Aspire to Do Good) (Chicago: The University of Chicago Press). 
Dorgan, Byron. 2006. Take This Job and Ship It: How Corporate Greed and Brain-Dead Politics 
Are Selling Out America (New York: Thomas Dunne Books/St. Martin’s Press). 
Easterlin, Richard. 2015. “Happiness and Economic Growth — The Evidence.” in Wolfgang 
Glatzer , Laura Camfield, Valerie Møller, and Mariano Rojas (eds.), Global Handbook of Quality 
of Life (Berlin: Springer), pp. 283-299. 
Farber, Henry, Herbst, Daniel, Kuziemko, Ilyana, and Suresh Naidu. 2018. “Unions and 
Inequality over the Twentieth Century: New Evidence from Survey Data. NBER Working Paper 
No. 24587. 
Faux, Jeff. 2012. The Servant Economy: Where America’s Elite is Sending the Middle Class. 
New York: Wiley. 
Feldstein, Martin. 2017. “Cutting US Corporate Tax is Worth the Cost.” Project Syndicate, 
November 27, 

https://ideas.repec.org/b/rpe/volume/burch.html
https://ideas.repec.org/b/rpe/volume/burch.html
https://www.federalreserve.gov/releases/z1/dataviz/dfa/distribute/table/


Feldstein, Martin. 2008. “Effects of Taxes on Economic Behavior,” National Tax Journal LXI 
(1): 131-139. 
Feldstein, Martin. 1993. “Tax Policy in the 1980s: A Personal View.” NBER Working Paper no. 
4323. 
Fleurbaey, Marc and Didier Blanchet. 2013. Beyond GDP: Measuring Welfare and Assessing 
Sustainability (Oxford: Oxford University Press). 
Formisano, Ronald. 2015. Plutocracy in America: How Increasing Inequality Destroys the 
Middle Class and Exploits the Poor (Baltimore: Johns Hopkins University Press). 
Foroohar, Rana. 2016. Makers and Takers. How Wall Street Destroyed Main Street (Crown 
Business). 
Freeland, Chrystia. 2012. Plutocrats: The Rise of the New Global Super-Rich and the Fall of 
Everyone Else (New York: Penguin Press). 

Friedman, Benjamin. 1990. “Reagan Lives!” The New York Review of Books, December 20. 

Friedman, Milton. 2002. Capitalism and Freedom (1st published in 1962, Chicago: The 
University of Chicago Press). 
Friedman, Milton. 1970. “A Friedman doctrine—The Social Responsibility Of Business Is to 
Increase Profits.” The New York Times, September 13. 
Fukuyama, Francis. 2014. Political Order and Political Decay: From the Industrial Revolution 
to the Globalization of Democracy (London: Profile Books). 

Galbraith, John K. 1982. “Recession Economics.” The New York Review of Books, February 4. 

Galbraith, John K. 1998. The Affluent Society (First published in 1958, New York: Houghton 
Mifflin). 

Gayner, Jeffrey. 1995. „The Contract with America: Implementing New Ideas in the U.S.“ The 
Heritage Foundation Lecture #549; 
http://www.heritage.org/Research/PoliticalPhilosophy/HL549.cfm. 
Gerstle, Gary. (2022), The Rise and Fall of the Neoliberal Order: American and the World in the 
Free Market Era (Oxford: Oxford University Press). 
Gilbert, Michael Douglas. 2016. Reaganomics vs. the Modern Economy: The Conflict that 
Divides America. Minneapolis: North Loop Book. 

Gilens, Martin. 2012. Affluence and Influence: Economic Inequality and Political Power in 
America (Princeton: Princeton University Press). 

Graeber, David. 2019. “Against Economics,” The New York Review of Books, December 5. 
Graetz Michael and Ian Shapiro. 2020. The Wolf at the Door: The Menace of Economic 
Insecurity and How to Fight It (Cambridge, MA: Harvard University Press). 
Graham, Carol. 2017. Happiness for All? Unequal Hopes and Lives in Pursuit of the American 
Dream (Princeton: Princeton University Press). 

http://www.heritage.org/Research/PoliticalPhilosophy/HL549.cfm


Greenspan, Alan, 2007a. The Age of Turbulance: Adventures in a New World (New York: 
Penguin Press). 
Greenspan, Alan, 2007b. “Alan Greenspan on Income Inequality,” YouTube video, posted by 
“johnklin,” September 28, the quote is at @2:36. www.youtube.com/watch?v=oqx88MyUSck. 
Hacker, Jacob, Alexander Hertel-Fernandez and Paul Pierson, and Kathleen Thelen (eds.). 2022. 
The American Political Economy: Politics, Markets, and Power (Cambridge, UK: Cambridge 
University Press) 

Hacker, Jacob and Paul Pierson. 2010. Winner-Take-All Politics: How Washington Made the 
Rich Richer-and Turned Its Back on the Middle Class. New York: Simon & Schuster. 
Hacker, Jacob and Paul Pierson. 2016. American Amnesia: How the War on Government Led 
US to Forget What Made America Prosper. New York: Simon & Schuster. 

Harvey, David. 2007. A Brief History of Neoliberalism (Oxford: Oxford University Press). 

Harvey, David. 2015. Seventeen Contradictions and the End of Capitalism (Oxford: Oxford 
University Press).  

Hochschild, Arlie. 2016. Strangers in their Own Land: Anger and Mourning on the American 
Right (New York: The New Press). 
Hundt, Reed. 2019. A Crisis Wasted. Barack Obama’s Defining Decisions (New York: 
RosettaBooks). 

Inglehart, Ronald and Pippa Norris. 2017. “Trump and the Populist Authoritarian Parties: The 
Silent Revolution In Reverse,” Perspectives on Politics 15 (2):443-454. 
Jackson, Tim. 2021. Post Growth: Life after Capitalism (Cambridge, UK: Polity). 

Kakutani, Michiko. 2018. The Death of Truth. Notes on Falsehood in the Age of Trump (New 
York: Tim Duggan Books, 2018). 

Kelly, Nathan. 2009. The Politics of Income Inequality in the United States (Cambridge 
University Press). 

Komlos, John. 2019a. “Reaganomics: A Watershed Moment on the Road to Trumpism,” The 
Economists’ Voice 16 (1): 1-21. 
Komlos, John. 2019b. “Growth of Welfare and its Distribution in the U.S., 1979-2013,” Journal 
of Income Distribution, 28 (1): 1-19.  
Komlos, John. 2018. “Hollowing Out of the Middle Class: Growth of income and welfare in the 
U.S., 1979-2011,” Challenge: The Magazine of Economic Affairs, 61 (4): 303-324, NBER 
working paper no. 22211, 2016. 
Komlos, John. 2017. “The Triumph of Trumpism,” Journal of Contextual Economics, 
Schmollers Jahrbuch, 137 (4): 421-440, CESifo Working Paper no. 6868.   
Kurbjuweit, Dirk. 2005. Unser effizientes Leben. Die Diktatur der Ökonomie und ihre Folgen 
(Hamburg: Rowohlt Verlag). 

http://www.youtube.com/watch?v=oqx88MyUSck


Kwak, James. 2017. Economism: Bad Economics and the Rise of Inequality. New York: 
Pantheon Books. 

Laffer, Arthur. 1981. “Government Exactions and Revenue Deficiencies,” Cato Journal 1 (1):1-
21. 
Lasch, Christopher. 1988. “Reagan’s Victims.” The New York Review of Books, July 21. 

Lessig, Lawrence. 2021. “Why the US Is a Failed Democratic State,” The New York Review of 
Books, December 10. 

Levinson, Sanford. 2006a. “The Democratic Deficit in America,” Harvard Law & Policy 
Review, December. 

Levinson, Sanford. 2006b. Our Undemocratic Constitution: Where the Constitution Goes Wrong 
(Oxford: Oxford University Press).  

Levinson, Sanford. 2007. “How the United States Constitution Contributes to the Democratic 
Deficit in America,” Drake Law Review 55 (4): 859-878. 

Levitsky, Steven and Daniel Ziblatt. 2018. How Democracies Die. New York: Crown 
Publishing. 

Lind, Michael. 2020. The New Class War: Saving Democracy from the Managerial Elite (New 
York: Penguin).  

Macekura, Stephen. 2020. The Mismeasure of Progress: Economic Growth and Its Critics 
(Chicago: University of Chicago Press). 

MacLean, Nancy. 2017. Democracy in Chains: The Deep History of the Radical Right’s Stealth 
Plan for America. New York: Viking Penguin. 

Madrick, Jeffrey. 2014. Seven Bad Ideas: How Mainstream Economists Have Damaged America 
and the World (New York: Knopf). 
Mankiw, Gregory. 2018. Principles of Economics (8th edition, Cengage).  

Mann, Thomas E. and Norman J. Ornstein. 2012. It’s Even Worse Than it Looks: How the 
American Constitutional System collided with the New Politics of Extremism. New York: Basic 
Books). 
Marterbauer, Markus and Martin Schürz. 2022. Angst und Angstmacherei: Für eine 
Wirtschaftspolitik die Hoffnung macht (Vienna: Paul Zsolnay). 
May, Elaine Tyler. 2017. Fortress America: How We Embraced Fear and Abandoned 
Democracy (New York: Basic Books). 

Mayer, Jane. 2016. Dark Money: The Hidden History of the Billionaires Behind the Rise of the 
Radical Right. New York: Doubleday. 

Mazzucato, Mariana. 2020. “Capitalism’s triple crisis,” Social Europe, April 9. 



Mieszkowski, Peter. 2008. “Musgrave, Richard Abel (1910-2007),” in: Durlauf, S.N., Blume, L.E. 
(eds.) The New Palgrave Dictionary of Economics (London: Palgrave Macmillan), pp. 808-810. 

Milanovic, Branko. 2019. Capitalism, Alone: The Future of the System That Rules the World 
(Cambridge, MA: Belknap Press). 

Modigliani, Franco. 1988. “Reagan’s Economic Policies: A Critique.” Oxford Economic Papers 
40 (3): 397–426. 

Morin, Rich, 2012. “Rising Share of American See Conflict Between Rich and Poor,” Pew 
Research Center Report, January 11, https://www.pewresearch.org/social-
trends/2012/01/11/rising-share-of-americans-see-conflict-between-rich-and-poor/. 

Musgrave, Richard. 1957. A Multiple Theory of Budget Determination, Finanzarchiv/Public 
Finance Analysis, New Series 17, 333-343. 

Musgrave, Richard. 1959. The Theory of Public Finance (New York: McGraw/Hill). 

Packer, George. 2020. “We Are Living in a Failed State,” The Atlantic, June. 
Paul, Jean-Michel. 2019. The Economics of Discontent: From Failing Elites to The Rise of 
Populism (Internet: Tomson). 
Phillips-Fein, Kim. 2010. Invisible Hands. The Businessmen’s Crusade Against the New Deal 
(New York: Norton). 

Pierce, Justin and Peter Schott. 2016. "The Surprisingly Swift Decline of US Manufacturing 
Employment." American Economic Review, 106 (7): 1632-62. 

Page, Benjamin and Marin Gilens. 2017. Democracy in America? What Has Gone Wrong and 
What We Can Do About It. Chicago: University of Chicago Press. 
Palley, Thomas. 1998. Plenty of Nothing: The Downsizing of the American Dream and the Case 
for Structural Keynesianism. Princeton: Princeton University Press. 
Peterson, Wallace. 1988. “The Macroeconomic Legacy of Reaganomics.” Journal of Economic 
Issues 22 (1): 1–16. 
Piketty, Thomas. 2014. Capital in the Twenty-First Century. Cambridge, MA: Harvard 
University Press. 
Posner, Richard. 2009. The Failure of Capitalism: The crisis of ’08 and the descent into 
depression (Cambridge, MA: Harvard University Press). 

Posner, Richard. 2011. The Crisis of Capitalist Democracy (Cambridge, MA: Harvard 
University Press).  
Prasad, Monica. 2012. “The Popular Origins of Neoliberalism in the Reagan Tax Cut of 1981.” 
Journal of Policy History 24 (3): 351–383. 
Ravenelle, Alexandrea. 2019. Hustle and Gig. Struggling and Surviving in the Sharing Economy 
(Berkeley: University of California Press). 
Ravitch, Diane. 2017. “Big Money Rules.” The New York Review of Books, December 7. 

https://www.pewresearch.org/social-trends/2012/01/11/rising-share-of-americans-see-conflict-between-rich-and-poor/
https://www.pewresearch.org/social-trends/2012/01/11/rising-share-of-americans-see-conflict-between-rich-and-poor/


Reich, Robert. 2018. The Common Good (New York: Knopf). 
Reich, Robert. 2020. The System: Who Rigged It, How We Fix it (New York: Knopf). 
Rodrik, Dani. 2016. “Straight Talk on Trade,” Project Syndicate, November 15, www.project-
syndicate.org/commentary/trump-win-economists-responsible-by-dani-rodrik-2016-
11?barrier=accessreg. 
Rodrik, Dani. 2011. The Globalization Paradox: Democracy and the Future of the World 
Economy (New York: Norton). 
Rodrik, Dani. 2018. “Populism and the economics of globalization,” Journal of International 
Business Policy 1 (1-2): 12-33. 
Rothschild, Emma. 1981. “Reagan and the Real America.” The New York Review of Books, 
February 5. 
Rothschild, Emma. 1982. “The Philosophy of Reaganism.” The New York Review of Books, 
April 15. 
Saez, Emmanuel and Gabriel Zucman. 2019. The Triumph of Injustice: How the Rich Dodge 
Taxes and How to Make Them Pay (New York: Norton). 
Sandel, Michael. 2018a. “Is Democracy in Peril? Politics in the Age of Trump,” YouTube video, 
@18:20 minutes, https://www.youtube.com/watch?v=GGslRc9WIeA&t=3840s. 
Sandel, Michael. 2018b. “Populism, Liberalism, and Democracy,” Philosophy & Social 
Criticism 44 (4): 353-359. 
Scheiber, Noam. 2011. The Escape Artists: How Obama’s Team Fumbled the Recovery (New 
York: Simon & Schuster). 
Schlozman, Kay Lehman, Sidney Verba, and Henry Brady. 2012. The Unheavenly Chorus: 
Unequal Political Voice and the broken Promise of AmericanDemocracy. Princeton: Princeton 
University Press. 
Skidelsky, Robert. 2020. What's Wrong with Economics: A Primer for the Perplexed (New 
Haven: Yale University Press).  
Smith, Yves. 2010. ECONned: How Unenlightened Self Interest Undermined Democracy and 
Corrupted Capitalism. New York: Macmillan Palgrave. 
Smith, Hedrick. 2012. Who Stole the American Dream? New York: Random House. 
Smithin, John N. 1990. Macroeconomics After Thatcher and Reagan: The Conservative Policy 
Revolution in Retrospect. Cheitenham: Edgar Elgar. 
Standing, Guy. 2014. “Understanding the Precariat through Labour and Work,” Development 
and Change 45 (5): 963-980. 
Stiglitz, Joseph. 2011. “Of the 1%, by the 1%, for the 1%,” Vanity Fair, May. 
Stiglitz, Joseph. 2012. The Price of Inequality (New York: W.W. Norton & Company). 
Stiglitz, Joseph. 2016. “What America’s Economy Needs from Trump.” Project Syndicate, 
November. 13. 

http://www.project-syndicate.org/commentary/trump-win-economists-responsible-by-dani-rodrik-2016-11?barrier=accessreg
http://www.project-syndicate.org/commentary/trump-win-economists-responsible-by-dani-rodrik-2016-11?barrier=accessreg
http://www.project-syndicate.org/commentary/trump-win-economists-responsible-by-dani-rodrik-2016-11?barrier=accessreg
https://www.youtube.com/watch?v=GGslRc9WIeA&t=3840s


Stiglitz, Joseph. 2017. Globalization and Its discontents Revisited: Anti-Globalization in the Era 
of Trump (New York: Norton). 
Stiglitz, Joseph. 2019. People, Power and Profits: Progressive Capitalism for the Age of 
Discontent (New York: Norton). 
Taylor, Lance. 2020. Macroeconomic Inequality from Reagan to Trump: Market Power, Wage 
Repression, Asset Price Inflation, and Industrial Decline (Cambridge, UK: Campbridge 
University Press). 
Temin, Peter. 2017. The Vanishing Middle Class: Prejudice and Power in a Dual Economy. 
Cambridge: The MIT Press. 
Thurow, Lester. 1983. “The Elephant and the Maharajah.” The New York Review of Books, 
December 22. 

Tirole, Jean. 2017. Economics for the Common Good (Princeton: Princeton University Press). 
Tobin, James. 1981. “The Reagan Economic Plan – Supply-side, Budget and Inflation.” 
Supplement to San Francisco Federal Reserve Bank’s Economic Review, May, 5–15. 
https://fraser.stlouisfed.org/files/docs/publications/frbsfreview/rev_frbsf_19810501_seminar.pdf. 
VanderWeele, Tyler. 2017. “On the Promotion of human flourishing,” Perspective Proceedings 
of the National Academy of Sciences 114 (31): 8148-8156; 
https://www.pnas.org/content/114/31/8148.  
Warren, Elizabeth. 2007. “The Vanishing Middle Class,” in John Edwards, Marion Crain, and 
Arne Kalleberg (eds.), Ending Poverty in America: How to Restore the American Dream (New 
York: New Press).  

Wilber, Charles and Kenneth Jameson. 1990. Beyond Reaganomics – A Further Inquiry into the 
Poverty of Economics. Notre Dame: University of Notre Dame Press. 
Wolff, Edward. 2017. A Century of Wealth in America (Cambridge, MA: Harvard University 
Press). 
Wolhandler, Steffie et al. 2021. “Public Policy and health in the Trump era,” Lancet 397, 
397:705-753. 
Yeh, Chen, Claudia Macaluso, and Brad Hershbein. 2022. “Monopsony in the US Labor 
Market.” American Economic Review 112 (7): 2099-2138. 
Zadeh, Lotfi. 1975. “Fuzzy Logic and Approximate Reasoning,” Synthese 30: 407–428. 

Zingales, Luigi. 2012. Capitalism for the People. Recapturing the Lost Genius of American 
Prosperity (Basic Books). 

  

https://fraser.stlouisfed.org/files/docs/publications/frbsfreview/rev_frbsf_19810501_seminar.pdf
https://www.pnas.org/content/114/31/8148


Table 
 

 

Table 1. Distribution of Household Income in the U.S., 1967-2019
1 2 3 4 5 6 7 8 9

Percentile 
of Hypoth. Actual

Population 1967 2019 Change Dollars Percent
Poor 1 0-20 4.0 3.1 -0.9 19,700 15,000 -4,400 -29.3

Lower-Middle Class 2 20-40 10.8 8.3 -2.5 53,000 41,000 -12,500 -30.5
Middle Class 3 40-60 17.3 14.1 -3.2 85,000 69,000 -16,300 -23.6

Upper-Middle Class 4 60-80 24.2 22.7 -1.5 119,000 111,000 -8,000 -7.2
Rich 5 80-95 26.4 28.9 +2.5 173,000 189,000 +16,000 +8.2

Ultra Rich 5 Top 5% 17.2 23.0 +5.8 339,000 451,000 +112,000 +24.9
Source: https://www.census.gov/data/tables/time-series/demo/income-poverty/historical-income-househ

Note: Column 9: percent Loss/Gain relative to Actual income in 2019

Income
Percent of Total Income Loss/Gain (52 years)

2019Quintile
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