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Bitcoin is winning the argument.


For fifteen years, skeptics dismissed it as a Ponzi scheme, a tulip mania, a solution in search of a problem. They were wrong. Bitcoin survived every obituary. It withstood Nation-State attacks, exchange collapses, regulatory assaults, and the sustained contempt of credentialed economists. It emerged from each crisis more resilient than before. Today, publicly traded companies hold it on their balance sheets. Sovereign wealth funds consider allocations. A sitting U.S. president speaks of strategic reserves. The debate over whether Bitcoin has value is over. Bitcoin won.


But winning that argument is not the same as completing the revolution.


The dominant framing for Bitcoin's success is "digital gold"—and for good reasons. Like gold, Bitcoin is scarce, durable, and resistant to debasement. Unlike gold, it can be transmitted globally in minutes, divided into a hundred million units, and verified without trusted intermediaries. On every dimension that made gold humanity's monetary standard for millennia, Bitcoin matches or exceeds it. The digital gold thesis provided a conceptual anchor during Bitcoin's volatile adolescence. It gave investors a mental model, regulators a category, and skeptics a target they could understand.


The framing served its purpose. Now it has become a limitation.


Gold was never merely a store of value. For centuries, gold—and credible claims on gold—served as the foundation for monetary systems that enabled complex economies to function. Gold coins circulated. Gold-backed notes facilitated trade. Gold reserves anchored credit systems that financed railroads, factories, and international commerce. The classical gold standard was not simply a collective agreement to hoard a shiny metal. It was an institutional architecture built atop a sound monetary base.


Bitcoin currently lacks that architecture. The "digital gold" framing encourages accumulation but not circulation, holding but not deployment. It answers the question "Where should I store value?" but not "How does an economy actually function on this foundation?" If Bitcoin remains merely digital gold—a superior savings technology adopted by individuals and institutions seeking refuge from fiat debasement—it will have achieved something significant. But it will not have completed the monetary revolution its properties make possible.


This book argues that Bitcoin can become something more: the foundation for a new monetary system. Not by changing what Bitcoin is, but by building what Bitcoin lacks. The protocol provides the base layer—incorruptible, decentralized, scarce. What remains to be constructed are the institutions that transform a monetary asset into a functioning monetary system: credit markets that enable productive deployment, payment infrastructure that enables circulation, and financial institutions native to Bitcoin's unique properties.


This is not a prediction that such institutions could emerge. It is an argument that they must emerge if Bitcoin is to fulfill its potential—and an examination of what "sound" Bitcoin credit would actually require.


* * *
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The path to this argument runs through uncomfortable territory.


To understand why Bitcoin matters, we must first understand what fiat money has done—not as abstract critique but as documented reality. The pathologies are measurable: purchasing power destruction that compounds silently across generations; wealth concentration that flows mechanically from monetary expansion; institutional trust that has collapsed as governments made promises they could not keep; time preferences distorted toward consumption and away from saving. These are not partisan talking points. They are observable patterns, consistent across developed economies, synchronized with the 1971 abandonment of the last link to gold.


Part I of this book documents these pathologies with data, not polemic. The goal is diagnosis, not denunciation.


To evaluate alternatives, we must understand what money actually is—a question that has divided economists for centuries. Part II surveys the intellectual landscape: Austrian insights about money's market origins and credit's role in business cycles; Post-Keynesian analysis of financial fragility; Monetarist attempts to constrain discretion through rules; the Quantity Theory's empirical grounding. These schools disagree profoundly, but from their disagreements we can extract criteria for evaluating what sound money requires.


Part III applies these criteria to proposed alternatives. Reformed fiat, with better rules or wiser technocrats? The historical record offers little hope. A return to gold? The political conditions that sustained the classical gold standard no longer exist. Central bank digital currencies? They amplify fiat's problems while adding surveillance capabilities. Other cryptocurrencies? Most fail basic monetary tests.


Part IV turns to Bitcoin specifically. Not as tribal allegiance but as honest evaluation. Bitcoin satisfies the criteria for sound money more completely than any alternative—but its monetary revolution remains incomplete. Volatility persists. The credit infrastructure that would enable circulation does not yet exist. The strongest critiques deserve engagement, not dismissal.


Part V addresses what must be built. This is the heart of the book's original contribution. Money that cannot be productively deployed will not circulate—a dynamic that has defeated previous hard money systems. Credit enables holders to earn returns on their savings without parting with the underlying asset. Bitcoin-native credit institutions—operating with full collateralization, proper maturity matching, and Bitcoin-denominated obligations—could enable productive deployment while preserving the decentralization that makes Bitcoin valuable. History confirms that sound money can support enough credit to power substantial economic growth. Such institutions do not yet exist at scale. Understanding what they would require is the first step toward building them.


Part VI examines the technical architecture that enables and constrains these possibilities. Bitcoin's base layer provides settlement finality and monetary policy enforcement, but its throughput limitations require layered solutions. The Lightning Network, sidechains, and emerging protocols each make different tradeoffs. The security budget transition from block rewards to transaction fees presents genuine challenges. Honest assessment requires acknowledging what we do not yet know.​​
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PART I
Diagnosing the Pathologies of the Current Monetary System
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“All government, indeed every human benefit and enjoyment, every virtue, and every prudent act, is founded on compromise and barter.”


— Edmund Burke, Speech on Conciliation with America (1775)







	
[image: ]




	 

	
[image: ]














[image: ]





​Introduction
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On a grey Saturday morning in a major Western city, a young couple sits at the kitchen table, reviewing their monthly budget. Their combined income is higher than their parents ever was at the same age. Yet the numbers never quite add up. Rent consumes half their pay. Childcare is unaffordable. The idea of owning a home feels like a joke. They both carry student debt. Their health insurance premiums rise every year.


They check the news on their latest smartphones and connected watches. Prices are rising “a little faster than expected.” Stocks are at all-time highs. Their social feeds are filled with ads for trips, gadgets, and subscription services. Instead of heading to vote, they plan a shopping trip. They have voted before—two, three, four election cycles in a row. Nothing fundamental changed. Wages stagnated, costs rose, and every new government spent more than the last.


Their story is ordinary. That is precisely the problem.


This is not a failure of effort or ability. Something structural changed between their parents’ generation and their own. That something is money itself. Not because money determines all outcomes, but because it shapes the incentives within which all other economic and political decisions are made.




“The gold standard did not collapse. Governments abolished it in order to pave the way for inflation.” — Ludwig von Mises, Human Action (1949)





The shift from a unified international gold standard to a fragmented system of national fiat currencies produced consequences that extend far beyond monetary statistics. It fundamentally altered the incentive structures governing private economic activity, international relations, social cohesion, and the long-term viability of democratic institutions.


Four structural pathologies deserve particular attention because they operate largely invisible to public debate yet profoundly shape our world and lives like theirs.


The destruction of purchasing power and the cost-of-living trap: Since the last link to gold was severed in 1971, every major fiat currency has experienced systematic purchasing power destruction. Nominal wages rise, but essential goods—housing, education, healthcare, childcare—rise faster. Savings held in cash or low-yield accounts erode quietly year after year. The couple at the kitchen table work harder and earn more yet feel permanently behind. This is not a psychological error. It is arithmetic.


The Cantillon effect and structural inequality: New money does not enter the economy neutrally. It flows first to those closest to the source—governments, large financial institutions, well connected borrowers. Asset prices rise before wages. Those who already own assets—stocks, bonds, real estate—see their wealth multiply. Those living on wages and cash savings see the cost of entry rise faster than their incomes. The result is a mechanical, global pattern of rising wealth concentration that cannot be explained by “market forces” alone.


The collapse of trust and political disengagement: When governments gain the ability to create money at will, they gain the ability to make promises at will. Pensions, healthcare, subsidies, bailouts—every constituency can be promised something. The bill is deferred through inflation and debt. Over time, the gap between promises and reality becomes impossible to ignore. Trust in parliaments, parties, central banks, and media collapses. Voters conclude, rationally, that nothing essential changes regardless of who is in office. They retreat into private life, consumption, and online tribalism.


Distorted time preference and the rise of cultural short termism: Persistent inflation and negative real interest rates punish saving and reward borrowing. It becomes rational to consume now and finance it with debt rather than to defer gratification. The character traits that built civilization—thrift, patience, long term planning—are systematically discouraged. Savings rates fall. Family formation is delayed. Businesses and politicians focus on the next quarter or the next election cycle. War and large-scale projects can be financed without immediate sacrifice, further encouraging short term thinking and moral hazard.


These are not minor side effects. They represent fundamental distortions to the coordination mechanisms that allow complex societies to function peacefully and prosperously.


The chapters that follow document these pathologies with data from across the developed world. We begin with history—how we arrived at the current system through a century of progressive monetary degradation. We then examine the measurable consequences in sequence:




•  how inflation and purchasing power destruction emerged as permanent features of fiat money;


•  how the Cantillon effect channels new money to asset holders and produces structural inequality;


•  how trust in institutions collapsed as governments made promises they could not keep;


•  how these dynamics made essential goods structurally unaffordable, drove unprecedented debt accumulation, and distorted time preference and cultural values;


•  and how unlimited money creation made economic warfare and prolonged military conflict far easier to finance.





The evidence shows that the problems we face are not random policy failures or the inevitable costs of progress. They are structural features of a monetary system designed for political flexibility rather than economic soundness. Understanding this is essential to evaluating whether alternatives might serve humanity better.
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1 ​
From Commodity Money to Fiat — How We Got Here
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“History is largely a history of inflation, and usually of inflations engineered by governments and for the gain of governments.”


— F.A. Hayek, The Denationalisation of Money (1976)





Unbacked paper currency created at will by central banks would have been unrecognizable to our great-grandparents. For most of human history, money was tied to physical commodities—primarily gold and silver. The transition to pure fiat was neither planned nor principled. As Hayek observed, it happened through a relentless pattern of government debasement extending back over 2,000 years. “From Roman times to the 17th century,” he wrote, “the history of coinage is an almost-uninterrupted story of debasements, or the continuous reduction of the metallic content of the coins and a corresponding increase in all commodity prices.”


Each crisis—war, depression, financial panic—demanded the “temporary” suspension of monetary constraints. The constraints were never fully restored. The monetary system we inhabit today—one of pure fiat money with no commodity backing anywhere in the world—is a fifty-year experiment without historical precedent. The problems we document in these chapters aren’t bugs in an otherwise sound system. They’re features of a system designed for flexibility over stability, for political expedience over economic soundness.


The Classical Gold Standard Era (1870s-1914)


The classical gold standard, which dominated international monetary arrangements from roughly 1870 to 1914, represented what Hayek called “the one long period of relative stability during which modern industrialism could develop.”​[1] Murray Rothbard described it as “the literal and metaphorical Golden Age.”​[2]


Under this system, major currencies were convertible into gold at fixed rates. The British pound sterling was defined as 113 grains of pure gold—a relationship unchanged for over a century. When a country ran a trade deficit, gold flowed outward to pay for excess imports, reducing the domestic money supply. With less money circulating, prices fell, making exports more competitive and imports less attractive. The trade balance self-corrected automatically through the price mechanism.


​Figure 1: British wholesale price index, 1800–1914


A century of price stability under the classical gold standard
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Source: Bank of England, "A millennium of macroeconomic data," 2017


Wholesale prices in Britain remained essentially stable from 1820 to 1913.​[3] Yes, there were fluctuations—the California and Australian gold discoveries of 1849-1852 caused temporary inflation, followed by the deflation of 1873-1896—but these movements were modest and self-correcting. Over the full period, someone holding British pounds experienced virtually no long-term inflation or deflation.


Monetary stability imposed discipline on governments. The gold standard acted as a de facto balanced budget constraint. To spend, governments needed to tax more or convince citizens to lend them gold. War financing, infrastructure projects, social programs—all required hard choices. Government debt-to-GDP ratios remained modest throughout the period. In Britain, government debt fell from approximately 200% of GDP after the Napoleonic Wars to roughly 29% by 1914.​[4] The constraint was real and binding.


World War I and the First Breakdown (1914-1925)


Then came the war that changed everything. Rothbard recounts: “To wage the catastrophic war of World War I, each government had to inflate its own supply of paper and bank currency. So severe was this inflation that it was impossible for the warring governments to keep their pledges, and so they went ‘off the gold standard,’ i.e., declared their own bankruptcy, shortly after entering the war.”​[5]


When World War I erupted in August 1914, the gold standard was immediately suspended by all major belligerents. The scale of military spending dwarfed anything governments could finance through taxation or conventional borrowing. Britain’s war expenditure alone exceeded £10 billion—roughly 150% of pre-war GDP. France, Germany, Russia, Austria-Hungary—all faced similar financing impossibilities.


The solution everywhere was the same: print money. The inflationary consequences were immediate and severe. British wholesale prices roughly tripled from 1914 to 1920. German prices increased over twentyfold. Purchasing power collapsed as governments printed to finance their war machines.


​Figure 2:Price level changes during World War I, 1914–1920


Inflation across major belligerents after gold convertibility suspended


1914191519161917191819191920Year02004006008001000Price Index (1914 = 100)Armistice(Nov 1918)2.0x2.6x3.6x9.8xPrice level changes during World War I, 1914–1920Consumer price indices for major belligerentsUnited StatesUnited KingdomFranceGermanySources: FRED (US); Bank of England (UK); Zucman (France, Germany).


Source: FRED (US); Bank of England (UK); Zucman (France, Germany)


After the armistice in 1918, every nation pledged to return to the gold standard “as soon as practicable.” Britain achieved this in 1925, restoring convertibility at the pre-war parity. The decision proved catastrophic—wartime inflation meant British prices were far higher than in 1914, while the gold parity remained the same. Returning to the old parity required brutal deflation. The social cost was enormous: high unemployment, labor unrest, and ultimately the General Strike of 1926.


The Interwar Period and Final Collapse (1925-1944)


The restored gold standard of the 1920s was a pale shadow of its pre-war predecessor. The Genoa Conference of 1922 established a “gold exchange standard” where countries could hold foreign currency reserves instead of gold itself. This created a pyramiding of credit atop a limited gold base—a kind of fractional reserve arrangement that made the system fragile.


When the Great Depression struck in 1929, the system couldn't withstand the stress. The causes remain among the most contested questions in monetary economics. Competing schools blame either prior credit expansion or the failure to prevent money supply collapse—debates we examine in detail in later chapters. Modern central banking largely adopted the monetarist framework with consequences we revisit throughout this book.


Whatever the ultimate cause, countries faced a choice between maintaining the gold standard and accepting devastating deflation or abandoning gold and preserving domestic employment. One by one, they chose the latter. Britain abandoned gold in September 1931. The United States followed in 1933.


Rothbard describes the confiscation: “American citizens could no longer redeem dollars in gold and were even prohibited from owning any gold.” Executive Order 6102 required citizens to surrender gold at $20.67 per ounce. Nine months later, the Gold Reserve Act revalued gold to $35 per ounce​[6]—a 69% devaluation representing a massive wealth transfer from gold holders to the government. France held out until 1936 but eventually succumbed to the same pressures.


Bretton Woods (1944-1971): The Dollar-Gold Standard


In July 1944, representatives from 44 Allied nations gathered at Bretton Woods, New Hampshire, to design a new international monetary system. The result was a two-tiered arrangement. Gold remained the ultimate money, valued at $35 per ounce. But only the United States would maintain full gold convertibility, and only for foreign central banks, not private citizens. Other nations would peg their currencies to the dollar at fixed rates.


This worked brilliantly—for a while. But the system contained what policymakers came to see as a fatal flaw, formalized as the “Triffin dilemma.”​[7] For the world economy to grow, international liquidity needed to grow—meaning more dollars in circulation globally. But the more dollars that circulated abroad, the larger the potential claims on U.S. gold reserves. Eventually, there would be more dollar claims than gold to back them.


The crack-up came gradually, then suddenly. U.S. gold reserves peaked at 20,262 metric tons in October 1941.​[8] By 1960, they had fallen below 16,000 tons. The Vietnam War and domestic social programs accelerated the outflow. By August 1971, U.S. gold reserves had fallen to 8,133.5 metric tons while foreign dollar claims exceeded $50 billion—far more than could be redeemed at $35/ounce. The game was up.


August 15, 1971: The Nixon Shock


On Sunday evening, August 15, 1971, President Richard Nixon announced that the United States would “temporarily” suspend the convertibility of dollars to gold for foreign central banks.


Rothbard captures the significance: “On August 15, 1971... President Nixon brought the postwar Bretton Woods system to a crashing end. As European central banks at last threatened to redeem much of their swollen stock of dollars for gold, President Nixon went totally off gold. For the first time in American history, the dollar was totally fiat, totally without backing in gold.”​[9]


“Temporary” proved permanent. The gold window never reopened. For the first time in human history, the entire global monetary system rested on pure fiat money—government-issued currency backed by nothing but legal tender laws and the State’s power to collect taxes.


​Figure 3: Gold price, 1934-1985


From $35 fixed price to free market


19401950196019701980Year$0$100$200$300$400$500$600$700Gold Price (USD per troy ounce)Nixon Shock(Aug 1971)$850 peak(Jan 1980)Fixed at $35/oz(37 years)Gold price, 1934–1985From fixed price to free marketSources: National Mining Association; World Gold Council; Timothy Green historical records.


Source: National Mining Association; World Gold Counsil; Timothy Green historical records


The consequences were immediate. Gold prices—fixed at $35/ounce for 37 years—exploded to $183 by year-end 1974, then to $850 in January 1980​[10]—a 24-fold increase in less than a decade. Inflation accelerated to 12.3% by 1974 and peaked at 13.5% in 1980.​[11] Consumer confidence plummeted. Trust in the federal government, which had been 73% in 1958, fell to 54% by December 1970 and continued declining to 36% by 1974.​[12] This wasn’t mere coincidence—the monetary regime-change directly correlated with collapsing institutional trust.


The Pure Fiat Era (1971-Present)


Since then, the world has operated under a monetary system unique in human history. Every major currency is pure fiat—created by central banks through accounting entries, backed by nothing but legal tender laws. The constraints that disciplined governments under the gold standard have vanished.


U.S. federal debt has exploded from approximately $398 billion (35% of GDP) in 1971 to over $35.5 trillion (121% of GDP) in 2024.​[13] The Federal Reserve’s balance sheet expanded from under $100 billion to over $7 trillion. Japan, Europe, the United Kingdom—all have followed similar paths.


​Figure 4: U.S. Federal debt as percentage of GDP, 1966-2024


A century of fiscal expansion


197019801990200020102020Year020406080100120140Federal Debt as % of GDPU.S. federal debt as percentage of GDP, 1966–2024A half-century of fiscal expansionSource: Federal Reserve Economic Data (FRED), series GFDEGDQ188S.19711971GFCCOVID


Source: Federal Reserve Economic Data (FRED)


The purchasing power destruction has been systematic. The U.S. dollar has lost approximately 97% of its purchasing power from 1913 to 2024.​[14] But the pace accelerated after 1971: the fiat era has destroyed purchasing power at roughly four times the rate of the preceding gold-backed era.


Commodity price volatility exploded. Historical wheat prices remained in a remarkably stable $1-2 per bushel range from 1800 through the 1960s under the gold standard. Post-1971, wheat volatility increased dramatically.​[15] Every commodity shows similar patterns—multi-decade stability under gold, wild volatility under fiat.


The Pattern of Progressive Degradation


World War I: Gold convertibility suspended “temporarily.” Partially restored, but at great cost.


Great Depression: Gold confiscated, dollar devalued 69%, international gold standard abandoned.


World War II: Full government control over finance and money creation.


Bretton Woods (1944-1971): Partial gold standard for central banks only, not citizens.


August 15, 1971: Last link to gold severed. Pure fiat becomes global standard.


We now live in the world this process created: a monetary system where governments face no hard constraints on money creation, where purchasing power systematically declines, where price stability is a distant memory, and where the long-term consequences are only beginning to become clear.
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2 
​Inflation and Purchasing Power Destruction — A Global Pattern
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“By a continuing process of inflation, governments can confiscate, secretly and unobserved, an important part of the wealth of their citizens.”


— John Maynard Keynes, The Economic Consequences of the Peace (1919)





Inflation is not a mysterious force of nature. It is not the inevitable result of workers demanding higher wages or supply-chain disruptions or corporate greed. Those factors can influence relative prices—making some goods more expensive compared to others. But a sustained, broad-based increases in prices have only one cause: an increase in the money supply that outpaces the growth of goods and services in the economy.


Irving Fisher established this relationship formally in 1911 with his equation of exchange: MV = PQ, where M represents the money supply, V the velocity of money, P the price level, and Q the quantity of goods and services.​[16] When M grows faster than Q—when money creation outpaces real economic production—P must rise. Prices increase. Purchasing power falls. This is an accounting identity, not a theory.


Since 1971, when the last link to gold was severed, governments worldwide have exploited this relationship systematically. Central banks can create money at will through accounting entries—“keystrokes”—without any constraint from gold reserves or convertibility requirements. The results are measurable, documented, and devastating for ordinary savers and wage earners—not just in America, but across the entire developed world.


Universal Purchasing Power Destruction


The destruction of purchasing power since 1971 is universal across all fiat currencies. Every major economy that abandoned the gold standard has experienced the same systematic erosion of monetary value—differing only in degree, not in kind.


The U.S. dollar has lost approximately 87% of its purchasing power since 1971—from 1971 to 2024, what cost one dollar came to cost nearly eight. The British pound has fared even worse: £100 in 1971 now requires £1,806 to purchase equivalent goods and services, representing a 94.5% loss in purchasing power.​[17] The Canadian dollar, Australian dollar, and eurozone currencies tell similar stories. Even the Japanese yen and Swiss franc—traditionally considered more stable—have lost the majority of their purchasing power over the fiat era.


​Figure 5: Purchasing power loss of major currencies, 1971-2024


19801990200020102020Year020406080100Purchasing Power (1971 = 100)USD | 13%GBP | 7%EUR | 25%JPY | 30%CHF | 34%1971 baselineNixon Shock(Aug 1971)Purchasing Power Loss of Major Currencies, 1971–2024Source: World Bank Global Inflation Database (2025). EUR uses German CPI before 1999.


Source: World Bank Global Inflation Database (2025); EUR uses German CPI before 1999


Debasement had happened throughout history; but the pace accelerated dramatically after 1971. From 1913 to 1971 (58 years under various forms of gold backing), the dollar lost roughly 59%—about 1% per year. From 1971 to 2024 (53 years of pure fiat), the dollar lost 87% of its remaining value​[18]—nearly 4% per year. The fiat era has been four times more destructive to purchasing power than the preceding gold-backed era.


This destruction falls hardest on those who can least afford it. According to the Federal Reserve’s Distributional Financial Accounts,​[19] households in the bottom 50% of the U.S. wealth distribution hold an average of 54% of their assets in cash, bank deposits, and fixed-income instruments—assets that lose value to inflation. The wealthy hold stocks, real estate, and businesses that appreciate with inflation. The poor and middle class hold cash and bonds that inflation systematically destroys.


Put differently: If you’ve ever wondered why it feels harder to get ahead despite working just as hard as your parents did, this is the structural reason. The measuring stick keeps shrinking.


Housing: A Global Crisis with a Common Cause


The most comprehensive study of long-term housing prices was conducted by economists Katharina Knoll, Moritz Schularick, and Thomas Steger, who assembled annual house price data for 14 advanced economies spanning 1870 to 2012.​[20] Their findings are remarkable.


Real (inflation-adjusted) house prices remained essentially flat for eighty years—from the 1870s through the mid-twentieth century. Prices fluctuated with economic cycles, rising during booms and falling during busts, but showed no sustained upward trend across eight decades of industrialization, urbanization, and population growth.


Then everything changed. Beginning in the 1950s and accelerating sharply after 1970, real house prices began a sustained climb across all fourteen economies studied: Australia, Belgium, Canada, Denmark, Finland, France, Germany, Japan, the Netherlands, Norway, Sweden, Switzerland, the United Kingdom, and the United States.


The synchronization across countries with vastly different policies, demographics, and housing markets is the key to understanding its cause. Knoll, Schularick, and Steger decomposed house prices into their components—the structure and the land beneath it. They found that construction costs explain almost none of the price increase. Instead, approximately 80% of the global house price boom since mid-century is attributable to rising land values.​[21]


​Figure 6: Real house prices in advanced economies, 1870-2016


Mean index across 12 countries
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Source: Jordà, Schularick & Taylor, "Macrohistory Database," 2019


Land is fixed in supply. When money supply expands and credit becomes abundant, that new purchasing power flows into asset markets. Land—particularly well-located urban land—becomes an irresistible repository for excess liquidity. The timing is not coincidental: the relentless ascent of housing prices across the developed world began precisely when gold-backed money entered its terminal crisis in the late 1960s and accelerated considerably after Nixon closed the gold window in 1971.


The Wage-Productivity Gap


Rising prices would be manageable if wages rose equally. They haven’t. And the pattern extends beyond America. Across the developed world, the share of national income going to workers has been declining since the 1980s, while the share going to capital owners has risen. Research published by the IMF, the OECD, and the ILO has documented a sustained decline in labor’s share of income across developed and developing economies alike.​[22]


American data illustrates the pattern most starkly. According to Pew Research, “today’s real average wage has about the same purchasing power it did 40 years ago.”​[23] The Economic Policy Institute found that between 1973 and 2013, U.S. productivity grew 74.4% while hourly compensation grew just 9.2%.​[24] Workers became dramatically more productive; their wages barely moved. Similar patterns have been documented across the OECD.


​Figure 7: Real wages vs essential goods costs, 1980-2023


All series indexed to 1980 = 100


1980198519901995200020052010201520200200400600800100012001400Real Wages (+15%)Healthcare (+1,226%)Tuition (+212%)Housing (+559%)Real Wages vs. Essential Costs, 1980-2023Source: FRED (LES1252881600Q), CMS, College Board, Census Bureau. All series indexed to 1980=100.
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