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For Laura


Alike in mind and together,


Nothing stronger or better than that.









Introduction


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


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


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


Yet his new life would not last, either.


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


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


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


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


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


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


*


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


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




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





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


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


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


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


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


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


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


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


Progress begot progress.


Until it didn’t.


*


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


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


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


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


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


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


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


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


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


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


*


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


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


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


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


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


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


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


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


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


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


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


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


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


*


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


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


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


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


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


*


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


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


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


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


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


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


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


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


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


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


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


*


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


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


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


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


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


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


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


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


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


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


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


*


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


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


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









Part One


The Rise









Chapter 1
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A Union Town


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


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


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


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


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


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


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


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


In the winter of 1933–34, however, dissent began to build in the doghouse of one Minneapolis coal yard. A Swedish immigrant named Carl Skoglund told his fellow drivers that they did not need to meekly accept low wages and unfair working conditions. Skoglund, then in his late forties, had a broad build that his friends teasingly compared to an outhouse—or, as one said, “a little brick shit-house.” He walked with a limp, the result of a tree that had crushed his foot when he was working for a logging company in northern Minnesota years earlier. As he spoke, in a Swedish accent, he sometimes twirled one of the bushy eyebrows that hung over his blue eyes. The other drivers called him Skogie or the Old Swede, and he kept repeating the same message to them: Only a labor union could give them the power to change life in the coal yard. Secretly—“on the Q.T.,” a then popular code word for quiet—Skoglund and a small group of other activists began holding nighttime meetings at his home to explain the benefits of a union to their colleagues.
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Carl Skoglund, third from left, meeting with the other leaders of Teamsters Local 544, 1937.


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


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


*


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


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


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


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


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


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


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


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


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


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


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


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


*


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


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


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


The main explanation for the gap between the United States and Europe is that inequality in a society tends to increase over time, as the economist Thomas Piketty has documented. (An old saying makes a similar point, albeit less rigorously than Piketty: It takes money to make money.) Many promising investments require a significant amount of capital. People who have that capital can earn higher returns than people who do not. Wealthy farmers can buy equipment that makes their farms more productive than small farms. A wealthy individual can invest in a new company and earn a gigantic return. The stock market is one place to see this idea in action: Stocks usually rise at a faster rate than a country’s economy grows, and the wealthy own a disproportionate share of stocks.


Over time, this dynamic caused inequality to rise in the United States. The affluent expanded their fortunes, and companies grew. By the late 1800s, corporations spanned multiple industries and employed tens of thousands of workers. Their size allowed them to charge higher prices and pay lower wages, because consumers and workers had limited alternatives. Political institutions also played a role in increasing inequality. In 1886, the Supreme Court ruled that the Fourteenth Amendment—originally intended to give equal protection under the law to formerly enslaved people—applied to corporations as well as individual citizens. In the decades after the ruling, most Fourteenth Amendment cases to come before the Supreme Court involved the protection of corporate rights, often at the expense of workers. Together, these forces helped to create the extreme inequality that came to be known as the Gilded Age.


As Piketty has explained, there are a few exceptions to the tendency of inequality to increase over time. They typically involve war, depression, or a natural disaster, all of which destroy wealth or create a political reaction that redistributes wealth through government policies. The Gilded Age inspired one of those reactions, known as the Progressive movement, around the turn of the twentieth century. But the Progressive Era had a mixed legacy for workers. For the most part, Progressivism was a middle-class movement, rather than a workers’ movement. Many of the era’s reformers defined themselves in opposition to both the tycoons above them and the toiling masses below. “Middle-class progressive thought centered on an abiding faith that individualism and class harmony would flourish if more avenues were opened to hard work, education, initiative, and upward mobility,” the historian Jefferson Cowie has written. Many Progressives believed in expertise and efficiency and distrusted the working class, especially immigrants who had recently arrived in the United States. This distrust helped to fuel the temperance movement, which led to Prohibition, as well as the eugenics movement, which argued for immigration restrictions on racist grounds.


Even Progressives who opposed eugenics and Prohibition were often influenced by their movement’s middle-class, paternalistic outlook. They pushed for government regulations to protect workers—like minimum wages, maximum workweeks, bans on child labor, and, most significantly, a federal income tax—rather than emphasizing the creation of a workers’ political movement. Progressives preferred top-down protections over bottom-up organizations that would have empowered workers. Some activists, particularly at the state level, did try to strengthen the labor movement, and unions grew during the Progressive Era, but major strikes repeatedly failed.


In the end, the Progressive movement reduced economic inequality only modestly and fleetingly. Too tame to alter the balance of political power, it was nonetheless sufficiently ambitious to cause a counterreaction from the business sector. By the 1910s, many executives were rebelling against the rules restricting their behavior. Public opinion was also shifting to the political right. The horrors of World War I had made many people cynical about government’s ability to do good, and the Bolshevik revolution in Russia raised suspicions about any workers’ movement.


The economic boom that followed the war—the Roaring Twenties—reinforced such conservative beliefs by lifting living standards. They did not rise as rapidly as the economy was growing because an outsize share of the gains went to the wealthy. Still, the economy was strong enough to make many Americans satisfied with the status quo, and they elected three business-friendly Republican presidents starting in 1920. The middle of those three, Calvin Coolidge, summarized the national mood in a 1925 speech in which he defended the accumulation of wealth as being in society’s interest. Specifically, he told an annual newspaper convention, Americans should not distrust press coverage merely because wealthy publishers owned the newspapers providing that coverage. “After all, the chief business of the American people is business,” Coolidge said, in the speech’s best-known line. “They are profoundly concerned with producing, buying, selling, investing and prospering in the world.”


In this atmosphere, the business community was able to reassert itself politically. It pushed to overturn Progressive laws on minimum wages and child labor, and the Supreme Court complied. And corporate America’s biggest priority remained the undermining of labor unions. Even if Progressive reformers minimized the importance of labor unions, business executives recognized it. The vanguard of the counterreaction was the National Association of Manufacturers, an industry group based in Manhattan. In 1921, the NAM developed an economic vision that it came to call the American Plan. To implement the plan, the NAM worked with local business groups, several of which used the same name—Citizens Alliance—as the Minneapolis organization. The effort to shape public opinion began with the very name of these groups. It was not the Business Alliance or the Employers Alliance. It was the Citizens Alliance. Who could object to that? In its public materials, the Minneapolis chapter explained that it was “composed of the People who are interested in the welfare of Minneapolis.” Its abiding message was freedom. The American Plan promised to allow “every man to work out his own salvation” and specifically revolved around the idea of an “open shop.”


In an open-shop company, individual workers could choose whether they wanted to belong to a union. In a closed shop, all workers were required to join the union. The open shop was an effective rhetorical tool because it seemed to offer workers a choice. Otis Briggs, the owner of a machine company and a founder of the Minneapolis Citizens Alliance, invoked “life, liberty, and the pursuit of happiness” when explaining the virtues of the open shop. Yet Citizens Alliance leaders understood that the open shop was in fact a way to weaken and eventually eliminate unions. In an open shop, an employer could replace union members with more docile employees. The American Plan was a clever bit of political marketing. It sounded a lot better than “the low-wage plan” while accomplishing the same result.


The Minneapolis Citizens Alliance also employed harsher methods. To keep tabs on workers, it operated a private detective agency, with spies who joined unions and armed guards who broke strikes. To keep the business community in line, it encouraged local companies not to buy goods from companies that had signed union contracts. When encouragement was not enough, banks in the Alliance would threaten to withhold credit. The organization was “a union against unions,” as the title of a book about the Alliance described it. Its most important lever of power was government. Alliance members cultivated politicians with financial gifts and job offers for relatives and friends. Many politicians were already sympathetic, given that Minnesota was a conservative state in a conservative era. At one point, Alliance members persuaded a pro-business Democratic candidate for Minneapolis mayor to drop out of the race so that he would not risk splitting the vote with a pro-business Republican and allow a pro-labor third-party candidate to win. The Democrat did so, and the Republican candidate, a Citizens Alliance member, won. After taking office, the new mayor devoted a quarter of the city police force to breaking a single local strike.


American business, to be sure, has never been a monolith. It has always included aggressive figures like the Citizens Alliance members as well as moderates open to accommodating workers and regulators. Both the relative hard-liners and the moderates have tended to be influenced by the political atmosphere at any given time. Hard-liners could become moderates, and vice versa, depending on the zeitgeist.


During the Progressive Era, moderates had been ascendant. They pushed an idea that became known as “welfare capitalism,” which tried to smooth the rough edges of capitalism. Dozens of companies established pension and employee stock ownership plans. General Electric offered paid vacations and medical care. Henry Ford provided an instructive case study. His famous pay increase—he more than doubled his company’s minimum wage, to $5 a day, and established a profit-sharing plan for adult male employees—occurred in 1914, when the country was still in the later stages of the Progressive Era. Ford justified the pay increase with rhetoric that reflected Progressive values. “Our men have been efficient and faithful, and we believe they should share in what this means to us,” he said. The move turned Ford into a lasting symbol of corporate enlightenment. But Ford was not actually a corporate moderate who favored paying more than he had to, at least not most of the time. He sent inspectors to employees’ homes to check on their behavior. He worked vigorously to keep labor unions out of his company, and he changed his approach to compensation during the business backlash that followed the Progressive Era. As vehicle sales and company profits skyrocketed between 1919 and 1929, he never raised his workers’ pay scale. The 1920s was a decade when businesses found more room to exercise power and became more comfortable doing so.


The shrinking of labor unions was a major consequence of the backlash by the business community. At the start of the 1920s, more than 16 percent of nonagricultural workers in the United States belonged to a union. When the decade ended, that share had fallen to 11 percent. National magazines ran headlines like “The Collapse of Organized Labor.” After William Howard Taft, the former president, became chief justice of the United States in 1921, he wrote a letter to his brother explaining the tough stance that his court would take toward organized labor. “That faction,” Taft wrote, “we have to hit every little while.” Union leaders contributed to their own problems by refusing to recruit workers they viewed as inferior, such as Black Americans, immigrants, and unskilled workers. These groups instead became recruiting targets when companies went looking for replacement workers during a strike.


Together, these forces led to a remarkable turnabout. The share of income flowing to the top 1 percent of households reached 18 percent in the late 1920s, up from 10 percent in the 1870s. The United States had become more unequal than western Europe, even though European countries were centuries older.


It was not clear what might possibly change the situation—until the global economy collapsed.


*


AT FIRST, THE Great Depression made everything much worse. Stock prices fell by more than one-third in the last three months of 1929, and unemployment began climbing. Those fortunate enough to have jobs often had their wages reduced. Yet the Depression would ultimately cause a reaction that upended the power dynamic in the American economy. Workers, both white-collar and blue-collar, skilled and unskilled, would no longer have to accept a shrinking share of the nation’s economic output. They would ask for more—higher wages, more leisure time, greater physical safety—and often get it. The Great Depression would end a Darwinian economic era and lead to an era of democratic capitalism, featuring both more economic equality and faster growth. The historian Alexander Field has described the 1930s, counterintuitively, as the Great Leap Forward.


In Minnesota, one of the first signs of change was the 1930 midterm elections, halfway through Republican Herbert Hoover’s four-year term as president. A young Minneapolis politician named Floyd Bjørnstjerne Olson ran for governor, and Olson did not resemble most politicians, in appearance or agenda. Six-foot-two with swept-back hair, he was sometimes described as a modern Viking. He exuded self-confidence and charisma, and his political views were unlike those of any governor in the state’s history.


Olson had worked blue-collar jobs as a young man, handling riverboat freight and installing telegraph poles, and he had joined the Industrial Workers of the World, the radical labor union known as the Wobblies. “I knew what it was to never have enough of anything,” he said, “and I guess I’ve never gotten over it.” He had gone to the University of Minnesota but dropped out rather than take part in military exercises that were mandatory on many campuses at the time. Eventually, he went to law school, despite not having a college degree, and while in his late twenties, he rose to become the top prosecutor for Hennepin County, the county where Minneapolis was located. Olson was a one-man melting pot, with a personal connection to several of the big ethnic voting blocs in the Twin Cities. His wife, Ada Ann Krejci Olson, was the daughter of Czech immigrants. Olson’s mother was born in Sweden and his father in Norway. Olson even spoke Yiddish, having grown up in a heavily Jewish neighborhood in Minneapolis.


As county prosecutor, Olson considered it his mission to use the law on behalf of ordinary workers. He exposed railroads that were fixing prices and sued milk companies that required job applicants to promise they would not join a union. During the 1920s, he was one of the few Minnesota politicians willing to take on the Citizens Alliance: He accused Briggs, a top Alliance official, of trying to hire private detectives to plant a bomb that could be blamed on union members. In 1924, Olson ran for governor, not as a Democrat or a Republican, because he did not think either party was doing enough for workers, but as a member of a new party, the Farmer-Labor Party. He finished ahead of the Democratic nominee yet lost by 5 percentage points to a Republican who promised low taxes and painted Olson and his party as too extreme for Minnesota. A governor’s term lasted only two years at the time, and Olson decided not to run in 1926 or 1928, thinking he would lose again. He remained county attorney.


In 1930, though, Olson believed that the Depression had created an opening for his brand of populism. To appeal to more voters, he moderated the Farmer-Labor Party’s positions on agriculture and other issues, and he accused Republicans of aligning with “special privilege.” This time he won comfortably, with 59 percent of the vote. As the Depression deepened, he pushed for unemployment relief and public works. He did not succeed initially, because the legislature remained controlled by conservatives. But another election was coming soon.


That 1932 election transformed the political landscape, in Minnesota and nationwide. Olson won reelection, and his liberal allies won control of the state’s House of Representatives. Franklin Delano Roosevelt became the first Democratic presidential candidate to win Minnesota in the state’s seventy-four-year history. He took office along with large Democratic majorities in Congress. Roosevelt grasped that the Depression had its roots in the unequal economy of the 1920s and castigated the combination of low wages and high profits during his presidential campaign. Still, it remained unclear what exactly he would do about the problem. His campaign agenda had been vague, promising above all to get the economy working again. He did not enter the White House with a clear theory of how to change the country’s economic distribution. His early policies focused more on halting the panic than altering the structure of the economy. The administration’s first bill tried to resuscitate the banking system, and officials in Herbert Hoover’s Treasury Department had written the bill’s original draft.


If anything, Roosevelt’s initial policies were more timid than Progressive Era policies had been. Roosevelt did not want to risk exacerbating the downturn by weakening business through tough new regulations. And like many Progressives, he did not see labor unions as the best counterbalance to the power of the corporate sector. Organized labor seemed feckless. It was so weak that Roosevelt had mostly ignored it during his presidential campaign. Some of the biggest unions had backed Hoover, which meant that the new president owed them little. After the election, as Roosevelt planned his new administration, he decided to abandon bipartisan precedent and did not name any of the major union leaders as his secretary of labor.


Instead, he chose an ally from his years in New York State government who was steeped in the Progressive movement. Union leaders were aghast. “Labor,” the head of the American Federation of Labor announced, “can never become reconciled to the selection made.”


*


FANNIE PERKINS HAD a privileged upbringing. Her parents owned a stationery store in the then-booming industrial city of Worcester, Massachusetts, and sent her to nearby Mount Holyoke College, where she was elected president of her class. She often wore a three-pointed aristocratic hat known as a tricorne, which her mother said complemented the shape of her face, and she spoke with a soft Massachusetts accent, elongating her a’s and dropping her r’s.


But if Perkins was influenced by her upper-middle-class childhood, she was not captive to it. She rejected the life her parents wanted for her: returning to Worcester after college and raising a family in their Congregationalist community. At Mount Holyoke, Perkins heard visiting speakers describe the excitement of politics and social reform, and she wanted to be part of that world. After graduating, she moved to Chicago for a job teaching at a private school. She reinvented herself in her new city, changing her name to the less playful Frances and joining the Episcopal Church, whose formal rituals appealed to her. When not teaching, she spent time at Hull House, the community center for immigrants that was a hive of political activity. There, she met people struggling with poverty as well as activists trying to help them. Perkins had found her path. She later moved to Philadelphia, where she worked with recently arrived immigrant women to help them avoid being pressured into prostitution, and then to New York for graduate school at Columbia University.


By happenstance, Perkins was having lunch with a friend in Greenwich Village one day in 1911 when a fire broke out in the neighborhood, and Perkins ran to see it. It had consumed the top floors of the Asch Building, home to the Triangle Shirtwaist Factory, and Perkins watched in horror as factory workers, many of them young women and girls, jumped to their deaths. They could not escape down the stairs because management locked the workers inside the factory during their shifts, in the name of preventing theft. At this stage of her life, Perkins had made enough political connections that she was able to secure a job on a state commission created to investigate the fire. That work launched her career in New York politics. Governor Al Smith became her mentor, and in 1928 Smith’s successor—Franklin Roosevelt—appointed her to run the state’s industrial commission, making her one of the most senior female officials in any state government.


Perkins was a quintessential Progressive: She devoted her life to improving the living conditions of the less fortunate, and she believed that government regulations, overseen by experts like herself, offered the best route to progress. She considered labor unions to be useful but secondary. “I’d much rather get a law than organize a union,” she said. Unions seemed too weak to be effective, constantly losing strikes and court cases. In New York, Perkins had worked with labor leaders and was often unimpressed. Some, like Rose Schneiderman, who galvanized public anger after the Triangle fire, were brave and inspiring. Others were narrow-minded and selfish: When Perkins pushed for a new law in New York State to require compensation for injured workers, one union refused to support the effort because its workers already had such a benefit. Perkins was also turned off by the disdain that many union leaders showed for immigrants and women—the groups she had dedicated her early career to helping—and by union corruption. She described the leaders of one textile union as “lunatics and grafters.” She was more enthusiastic about the idea of unions than the reality of them.


After Roosevelt won the presidency in 1932, word began to circulate in New York political circles that he planned to select Perkins as his secretary of labor. The rumors gave Perkins time to think about what her agenda would be if the job offer came. When Roosevelt summoned her to his townhouse on East Sixty-fifth Street in Manhattan one night, Perkins arrived with a list. She told him that she would not accept the position unless he supported the policies that she wanted to pursue. Her agenda included public works, a minimum wage, disability payments, an eight-hour workday, workplace safety, unemployment insurance, and a benefit program that would allow older workers to retire. Roosevelt was encouraging, objecting to only two of her ideas, unemployment insurance and the old-age benefit program. Both reminded him of the “dole” in England and might encourage laziness, he told Perkins. He later changed his mind, and the two programs made up much of the Social Security Act, a defining part of his legacy.
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Frances Perkins greets President Franklin D. Roosevelt, 1943.


In retrospect, Perkins’s list was notable both for its ambition and for its absence of policies to help workers form labor unions. Perkins wanted to finish the uncompleted agenda of the Progressive Era—an agenda that would impose new rules on pay, benefits, hours, and safety, rather than help workers negotiate for advances on their own.


Roosevelt tended to be less interested in economic theory than his advisers and to think first in terms of politics. As his administration looked for ways to restart the economy during his early months in office, Roosevelt emphasized policies that could win wide approval, among members of Congress, business executives, farmers, workers, and other groups. Doing so, he believed, would inspire confidence, which in turn would help revive the economy. In exchange for their support, business executives had one clear request for the new administration: They hoped to be freed from antitrust laws preventing them from cooperating with their rivals.


Many of them blamed the Depression on ruinous competition among firms, which they believed had led to overproduction, price cuts, and job losses. The executives wanted salvation from their own worst impulses by cooperating with one another, and they were willing for government to have a role in the cooperation. Together, industry and government would engage in voluntary economic planning and devise codes of fair competition, covering production levels, prices, and wages. When companies disagreed about what should be in the codes, the White House would settle the matter. These codes would involve more government intervention than the country was accustomed to, but they stopped well short of the authoritarian economic planning that Germany, Italy, and Russia were implementing. The approach was a distinctly American response to the Depression, Roosevelt and his aides believed.


It fell to Perkins to learn what organized labor wanted as part of this recovery bill. Weak as labor was, Roosevelt still hoped it would sign off to increase the bill’s popularity. Perkins started with William Green, the head of the AFL, the country’s largest labor organization, even though he was the same person who only months earlier said he would never be reconciled to her selection as labor secretary. She had waved away his criticism, viewing it as standard political bluster, and quietly sought his advice after she became labor secretary. Green told Perkins that he and other labor leaders wanted the undisputed right to organize nonunionized workers into new unions. Federal law was vague on the issue, and the previous decade had been so tough on unions that this right barely existed anymore.


As Perkins thought about the recovery bill, she saw a practical problem with it, and she came to believe that strengthening unions could solve it. Her preferred way to write each industry’s code of fair competition was to form something called a tripartite board, made up of representatives from the three key groups: employers, workers, and the federal government. The flaw, she realized, was that there would often be nobody to represent workers on the tripartite boards. In most industries, workers were unorganized, without any obvious way to choose negotiators who could act on their behalf. For the boards to succeed, and not simply be a sop to business, the administration would need to give workers the right to elect their own representatives. And an elected representative of a company’s workers was just another way to describe a labor union. The crisis of the Depression had awakened Perkins to the importance of empowering workers to negotiate for themselves, rather than trusting government officials to do so on their behalf. The government could instead act as a mediator between management and labor.


Perkins became the administration’s primary advocate for adding a provision to the recovery bill giving workers the right to organize unions without interference from management. A few moderate business leaders, including the heads of General Electric and Filene’s department store, agreed with this approach. But most executives strongly opposed it, fearing a fundamental shift that would lead to higher wages. The National Association of Manufacturers and the Chamber of Commerce made the removal of the provision their top priority during negotiations over the recovery bill, with NAM officials telling members of Congress that unions would deprive Americans of their liberty. Henry Ford lobbied against the idea, as did members of the Minneapolis Citizens Alliance. Some of Roosevelt’s advisers, wary of alienating business and feeling little allegiance to organized labor, urged him not to add the provision.


Perkins pushed back. She asked Green to come to the White House and explain the provision’s importance to Roosevelt, and he did. Perkins also worked closely with an old colleague of hers from New York State government, Robert Wagner, a German immigrant who by this point had been elected senator. He was organized labor’s strongest advocate in Washington and drafted the union provision—Section 7(a) of the National Industrial Recovery Act. It stated that “employees shall have the right to organize and bargain collectively through representatives of their own choosing, and shall be free from the interference, restraint, or coercion of employers.”


“No 7(a), no bill,” Wagner said during the negotiations.


Roosevelt sided with Wagner and Perkins, and the provision remained. “No business which depends for existence on paying less than living wages to its workers has any right to continue in this country,” Roosevelt declared during the bill’s signing ceremony, on the 105th day of his presidency.


Perkins, a traditional Progressive by training and philosophy, had helped redefine what it meant to be a small-p progressive on economic policy. It would still involve the writing of government rules to govern pay, hours, and working conditions, but progressives would also make it a top priority to empower workers to bargain for themselves. Perkins, Wagner, and Roosevelt had made economic progressivism less paternalistic and more democratic.


*


SECTION 7(A) ROUSED American labor. It did not take months or weeks. It happened within days.


Once the Senate passed its version of the bill in June 1933 and before Roosevelt had even signed it, national labor leaders directed their local affiliates to begin recruiting campaigns. The United Mine Workers devoted all its available funds to the effort. The union’s public message was shrewd and only somewhat exaggerated. When organizers arrived in a new town, they carried placards announcing, “The President wants you to join the union.” Technically, the signs were referring to the union’s president, John L. Lewis, but the organizers did not mind if people thought they meant Roosevelt.


As union organizers fanned out across the country, they found a workforce suddenly eager for a fight. The Great Depression had initially made people desperate—desperate to hold on to their job if they still had one and wary of doing anything that might jeopardize it. The number of strikes across the country, already low in 1929, plummeted at the start of the 1930s. But Roosevelt’s election and the flurry of legislation in his first few months in office had created enough hope to transform the desperation into energy.


On June 17, a day when newspapers across the country carried front-page stories about Roosevelt signing the National Industrial Recovery Act, a United Mine Workers organizer in Ohio wrote to the union’s national leaders to say that he had already signed up 80 percent of the miners he was trying to recruit. On June 23, a Mine Workers organizer in Kentucky reported to headquarters that he had formed nine new local chapters. By the end of the following week, the union had enlisted 128,000 new members nationwide.


On June 30 in Hollywood, a group of actors founded a new union called the Screen Actors Guild, with early members including James Cagney, Ann Harding, Groucho Marx, and Spencer Tracy. In the garment district of Los Angeles, Latina dressmakers organized a union, as did Jewish and Italian garment workers in New York. In Detroit, autoworkers went on strike, seeking to organize and to end the industry’s notorious hostility to unions. Workers at rubber companies, oil companies, hotels, restaurants, and newspapers began forming unions, too. The mere formation of a union was not enough to lift wages and improve working conditions. An employer would still need to recognize the union and agree to make changes. But by banding together and increasing their leverage, workers were taking the first crucial step.


The publicity that the recovery act was receiving helped their efforts. Businesses hung signs with the recovery program’s blue eagle logo and the motto “We do our part” in their windows to announce their participation in the codes of fair competition. To rally support for the law, New York City threw a ticker-tape parade in mid-September, featuring workers marching in industry groups. More than 250,000 people participated, and 1.5 million attendees lined the Fifth Avenue parade route. Perkins, Wagner, Eleanor Roosevelt, and other dignitaries watched from a reviewing stand in front of the New York Public Library. The parade lasted from one-thirty in the afternoon until almost midnight.


By late 1933, the recovery effort had captured the country’s attention. When workers signed up for a union, they seemed to be signing up for the recovery. They also seemed to be asserting their Americanness. Enormous American flags became a staple of labor rallies, including those led by socialists. Many of the workers attending the rallies were immigrants or their children, for whom joining a union was an expression of their family’s newfound democratic rights. “All of America’s great reform movements, from the crusade against slavery onward,” the labor historian Nelson Lichtenstein has written, “have defined themselves as champions of a moral and patriotic nationalism, which they counterpoised to the parochial and selfish elites who stood athwart their vision of a virtuous society.”


Even conservative Minnesota was swept up in the new mood. In his second inaugural address, in 1933, Floyd Olson declared, “The United States has created the greatest industrial system in the history of the world, but that system has concerned itself almost entirely with profit, and has been blind or selfish insofar as the welfare of the mass of the people is concerned.” In rural parts of the state, farmers banded together to help neighbors facing foreclosure. When a bank announced that a foreclosed farm was going to be auctioned off, local farmers spread the word that nobody should bid more than $1 for the property. Sure enough, when auction day arrived, nobody did. The winning $1 bidder then returned the farm to its original owner, who could try to rebuild the family business. It was a bailout for farmers rather than banks. These bits of collective action eventually led to the formation of the Farmers Holiday Association, which organized the equivalent of strikes—“farm holidays”—to demand better payment for crops, meat, and dairy products.


In Minneapolis’s coal yards, this political spirit helped Carl Skoglund persuade other drivers to join his fledgling, still-secret union. At almost any other point in the drivers’ working lives, the notion of taking on an employer might have seemed reckless. The odds had been so dire that the national union representing truck drivers, the Teamsters, had previously shown little interest in confronting the coal companies. A few years earlier, the Teamsters president had urged a Minneapolis union official not “to enter into trouble of any kind.” By late 1933, Skoglund and a handful of other local organizers decided that they were willing to defy the Teamsters’ national organization and take on the coal companies.


After weeks of quiet meetings with drivers, the organizers decided they had enough support to form a Teamsters local and approach the coal companies to demand higher wages, shorter hours, overtime pay, and a union election. When the companies said no to every request, the leaders prepared to call a strike. They sent a letter to the Teamsters’ headquarters asking for approval but, knowing they would not get it, did not wait for an answer. They paused only long enough for a rare January warm spell to pass, and when the temperatures dropped again, they called a strike for February 7, 1934. No coal would move in Minneapolis, the strikers announced.


To make good on that vow, they organized “flying squads” of vehicles to stop coal trucks, operated by replacement drivers, from making deliveries. A flying squad would surround the truck, forcing it to stop. Then strikers would jump out of their vehicles, climb onto the back of the coal truck, and dump its load in the street. It was a confrontational tactic, but Skoglund implored the strikers not to treat the replacement drivers as the enemy during these incidents. The strikers should instead explain the rationale behind the strike and their need to prevent coal deliveries in order to win better wages. “They’re uninformed,” Skoglund said, describing the replacement drivers to one young striker. “So you shouldn’t call them scabs. Give them a chance.”


Skoglund understood that a strike was not simply an internal dispute between a company and its workers. A strike was also a political campaign, in which public opinion could determine the outcome. Everywhere Skoglund looked, he saw people—even replacement drivers—who might be won over to the workers’ side.


*


SKOGLUND AND SEVERAL of the other organizers had something in common: They were political radicals, either socialists or communists. Several organizers, including Skoglund, considered themselves Trotskyists because they opposed Josef Stalin’s rule of the Soviet Union and had split with the American Communist Party over the issue. Political radicalism was a frequent trait among labor organizers during this period, including in two other high-profile strikes in 1934, by auto parts workers in Toledo, Ohio, and dockworkers in San Francisco.


Since its inception in the nineteenth century, the American labor movement had been somewhat elitist. It consisted mostly of skilled workers, who joined what were known as craft unions. Unskilled workers were not always welcome. Generations of cautious, exclusionary labor leaders had argued that unskilled workers were too easily replaced to be able to form strong unions. William Green, the AFL president, came from this tradition, as did the Teamsters’ leadership. A new group of labor organizers, led by John L. Lewis of the mineworkers’ union, believed this approach was wrong. They formed a committee inside the AFL that favored something called industrial unionism, based on organizing all workers in an industry, across different job categories. Unskilled workers might have less bargaining power than craftsmen or machinists, but they could still acquire power if they banded together. The alternative was to condemn these workers to non-union jobs and low wages. In 1938, Lewis’s reformist committee split from the AFL and formed its own umbrella group for unions, the Congress of Industrial Organizations.


To be sure, many industrial unionists were not radicals. Some were avowedly anti-communist, and Lewis considered himself a Republican. Still, communists and socialists often played crucial roles in the campaigns to organize new workers. The radicals were less tolerant of the unwillingness of traditional unions to organize immigrant, Black, and female workers. From the beginning, many CIO organizers favored racially integrated unions. The radicals, believing in a higher cause of societal transformation, were also often willing to take tremendous personal risks, including jail time, injury, and death, to organize workers.


Skoglund’s politics had been forged in Sweden, where his parents had essentially been serfs, paying for their small plot of land in a forest by felling trees in the winter and floating them down the local river to a sawmill in the summer. As a teenager, he joined a new political party, the Swedish Social Democratic Workers’ Party, one of several leftist parties that had sprung up in Europe during the late nineteenth century. These parties shared a belief that workers could improve their lives through democratic means, by forming unions, winning national elections, and implementing socialist policies, rather than by armed revolution. The closest American equivalent, the Socialist Party led by Eugene V. Debs, was never as successful as the versions in Sweden, Germany, and some other parts of Europe. The United States had a more individualist culture, and the American political left was riven by internecine disputes among socialists, communists, Trotskyists, Stalinists, and other factions. Nonetheless, the ideals of social democracy guided many union organizers and economic reformers in the United States.


Skoglund’s devotion to radical politics allowed him to endure one defeat after another without giving up. After he became known as a union organizer in Sweden, mills refused to hire him, and in 1911 he immigrated to the United States, where he suffered the permanent foot injury in a logging camp. He then found work as a mechanic for the Pullman Company, leading to his participation in the failed Great Railroad Strike of 1922. Eventually, he got a low-paying job driving coal around Minneapolis.


Skoglund absorbed important lessons from these defeats. He saw how employers operated the levers of political power to achieve their goals. They shaped public opinion through sympathetic newspaper and radio coverage, which often cast employers as defenders of freedom and union activists as some mixture of thuggish, corrupt, and communist. This press coverage damaged morale among strikers and swayed the opinion of people who were not involved in strikes. Employers also conducted grassroots campaigns to persuade workers to return to work during a strike, offering financial incentives if they did and threatening financial ruin if they refused. These campaigns included alliances of convenience with potential replacement workers, like low-wage immigrants or the unemployed. During the 1922 railroad strike, for example, employers had used replacement workers to great effect.


The Citizens Alliance had perfected this approach. If the coal drivers were to have any chance at winning their strike, Skoglund believed, they would need to create a mirror image of the Alliance’s political network. The strikers would have to outorganize their employers.


To do so, Skoglund and a handful of other organizers devised a masterful and intricate strategy. They started a daily newspaper, called The Northwest Organizer, to create an alternative to the city’s pro-management press. The organizers agreed to an informal pact with local unemployed workers: The strikers promised to add expanded public relief to their list of demands if unemployed workers agreed to become de facto members of the union. As union members, the unemployed workers would refuse to serve as replacement drivers and instead join the flying squads trying to halt coal deliveries.


The strikers, who were by then calling themselves members of Local 574 of the Teamsters, also opened a headquarters in a large garage just outside of downtown Minneapolis that doubled as a community center for the drivers and their families. It included a dispatchers’ room, with four telephones, to receive reports about coal trucks making deliveries and to dispatch flying squads to stop those trucks. The headquarters housed a kitchen to serve ten thousand meals a day, often with food donated by sympathetic farmers or shopkeepers, and a medical clinic, staffed by volunteer nurses and doctors. In the main area of the garage was a twenty-foot-wide platform, where strike leaders gave speeches and musicians performed for evening dances.


As part of their planning, Skoglund and his colleagues made the then unusual decision to include women formally in the strike. Minneapolis truckers were virtually all men, and Skoglund believed that previous labor leaders had made a mistake by ignoring women, especially workers’ wives, who often made a family’s most important decisions—including when a striker should give up and return to work. “Strikes were lost in the homes of the strikers as desperate wives saw the last of the grocery money go down the drain or the landlord had served a dispossess notice,” Skoglund said to Marvel Scholl Dobbs, who was married to one of his fellow Local 574 leaders. To avoid that outcome, Dobbs and Clara Dunne, the wife of another union leader, organized the Ladies’ Auxiliary. The two women first tried to convince striking drivers of the wisdom of the idea, and Marvel Dobbs later recalled that the men responded to their pitch with smirks and sneers. But then they went home and told their wives about it. “Much to their surprise, the women liked the idea,” Dobbs said. The Auxiliary eventually grew to about seventy-five core members, with another few hundred women involved at times. The group helped run the strike headquarters and daily newspaper, and some members worked on the flying squads.


*


EVEN WITH THE infrastructure that the drivers had built, they lacked an obvious path to victory. The coal companies held firm. They refused to acknowledge that the drivers had voted to form a union and refused to negotiate with Local 574. In response, the union persuaded other truck drivers to join the strike and expanded the work stoppage beyond coal, shutting down major parts of the Minneapolis economy. Their rallying cry became “Make Minneapolis a union town.” The employers responded with their own slogan: “Keep Minneapolis an open-shop city.” The companies portrayed the union organizers as radicals trying to bring socialism to Minneapolis (and were not entirely wrong about that). “How Do You Like Having Our Minneapolis Streets in the Control of Communists?” asked an advertisement that ran in local newspapers.


Business executives may have lost the battle over whether Section 7(a) would be included in Roosevelt’s recovery act, but they still believed they could prevent unions from forming. And if they could keep out unions, they could maintain the northwest empire’s highly unequal economy through the Depression and into the future.


This intransigence was common across the country in 1933 and 1934. The National Association of Manufacturers, as usual, led the way. Its legal department sent a bulletin to its members with advice for subverting Section 7(a). The bulletin claimed that employers could still refuse to hire union members, could still tell workers not to join unions, and could still refuse to negotiate after workers had voted for a union, as Minneapolis’s coal companies were doing. In Pennsylvania, steel mills ignored a union vote by their workers and announced they would negotiate with only a company-controlled union. At the Labor Department in Washington, steel executives attending a meeting in Perkins’s office refused to talk or shake hands with Green, the AFL president, lest they seem to be legitimizing unions. In Michigan, automakers fired workers who attended organizing meetings. “The motor manufacturers have a good system,” a writer for The New Yorker magazine wryly explained. “They keep the A.F. of L. unions out of the plants and then denounce them for being outsiders.”


Executives were unyielding because they expected to win. They believed they continued to hold two crucial advantages that they had long enjoyed: time and government support.


Time tended to be on an employer’s side because businesses had more resources with which to endure a strike than a union did. A company had cash reserves and lines of bank credit. By contrast, workers often lived paycheck to paycheck, and few unions could underwrite a long strike. When a strike ground on, many workers decided that a low wage was better than no wage.


The second advantage—government support for companies—was even more important. For decades, when a company and its workers became locked in unresolvable disputes, the government typically backed the company. Employers, with all their resources, had more to offer politicians, be it a campaign donation, a well-paying job in the future, help winning election to a higher office, or, in some cases, outright bribes. Many elected officials and judges during the late 1800s and early 1900s also agreed philosophically with employers. Political leaders and business executives were members of society’s elite, with an interest in preserving the status quo. Again and again, mayors, governors, and presidents sided with employers during extended strikes and, when necessary, called on armed troops or police officers to stop the strikes.


In a 1919 essay, Max Weber, the German philosopher, noted that a defining characteristic of government was its monopoly on the legitimate use of violence. Over the course of American labor history, government officials had repeatedly chosen to use this monopoly on behalf of employers, rather than serve as a neutral arbiter during workplace disputes. National Guard troops and police officers worked closely with private agents hired by employers, like the Pinkerton agency. Some states removed the distinction entirely, allowing employers to pay the salaries of special sheriff deputies appointed to quell labor strife. In Pennsylvania, the Coal and Iron Police Act, which lasted from the Civil War until the Depression, permitted railroads, coal mines, and steel mills to appoint and arm their own police, with the power to arrest.


Rather than minimizing violence, this system stoked it. “The United States has had the bloodiest and most violent labor history of any industrial nation in the world,” wrote two scholars in a history of labor conflict that the federal government commissioned in the 1960s. The most common scenario leading to violence, the scholars explained, occurred when a company simply refused to recognize a union. In some instances, the company tried to suppress unions violently, including through the lynching of labor organizers, like Frank Little in Montana in 1917 and E. C. McGregor in Arkansas in 1923. On dozens of occasions, troops and company agents killed workers. The victims included Pennsylvania railroad workers in 1877; Pennsylvania coal workers in 1897; textile workers in Ipswich, Massachusetts, in 1913; coal miners in Ludlow, Colorado, in 1914; and lumber workers in Everett, Washington, in 1916.


Other times, unions responded to the lack of recognition by initiating the violence. Many union tactics depended on physical force, or at least the threat of it, to prevent companies from operating normally during a strike. The flying squads that prevented coal deliveries in Minneapolis were an example. So were the sit-down strikes that idled factories or the picket lines that tried to keep replacement workers from entering a workplace.


Adjudicating these situations was tricky. But elected officials rarely tried to achieve a balance during the 1800s and early 1900s. They acted as an extension of company management. “Employers and unions were both guilty of violence,” the 1960s federal commission concluded. The difference was that “employer violence had the cover of law.” Decades earlier, William Howard Taft, the future president and chief justice, captured the prevailing attitude in a letter to his wife, when he was a judge and had just heard a report that federal troops had killed thirty striking railroad workers. “Though it is a bloody business,” Taft wrote, “everybody hopes that it is true.” In the highly unequal American economy, the forceful suppression of unions was the ultimate expression of political power.


*


IN THE SPRING of 1934, the Minneapolis strike became yet another labor dispute that descended into violence. The employers, with help from the police, attacked first. One night in May, a double agent posing as a union supporter used the loudspeaker inside strike headquarters to dispatch three truckloads of workers to an alley in downtown Minneapolis, supposedly to stop a delivery. When they arrived, private agents working for the employers and police officers trapped the workers in the alley and began beating them with saps and nightsticks. A few workers were left unconscious. Others had broken bones.


The union responded by escalating the violence. Two days after the alley attack, people on both sides of the strike gathered near the city’s market area, expecting a fight over trucks attempting to deliver market goods. Photographs that ran in newspapers around the country the next day showed men in workmen’s clothes and business attire slugging one another. Some carried wooden bats and iron pipes. During the brawl, workers beat two Citizens Alliance supporters so viciously that they died.
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Teamsters and police clash in the streets of Minneapolis, 1934.


The employers and police then went even further. “You have shotguns and you know how to use them,” the city’s police chief told his officers. When a group of union supporters tried to block a truck from making a delivery one Friday afternoon that summer, officers fired on the group. The police continued firing as the workers fled, hitting sixty-seven of them and killing two. The day became known as Bloody Friday. Many of the victims had been shot in the back, according to Eric Sevareid, a young local journalist who would later become a national television correspondent. The initial stories in the city’s major newspapers covered the attack accurately, Sevareid noted, but later editions switched to a false retelling, claiming that the strikers had attacked the police and the officers fired in self-defense. The Northwest Organizer, the union newspaper, covered the event more accurately and urged readers to attend a funeral march. Forty thousand people did so.


A major American city was throbbing with open violence between management and workers.


Governor Olson now found himself in an almost impossible position. His sympathies lay with the strikers. When the union first attempted to organize drivers, Olson wrote a public letter supporting the effort. Unions had their roots in the ancient human need to cooperate for survival, he argued. Roosevelt’s recovery act gave workers the right to organize, he explained, and workers should seize it. “You should follow the sensible course and band together for your own protection and welfare,” he wrote. Doing so could end the “reign of exploitation of the working man and woman.” Once the violence began, however, Olson needed to restore order. He declared martial law in Minneapolis, even though the move seemed likely to help the employers by allowing replacement drivers to restart deliveries under the protection of the National Guard. Carl Skoglund and the other union leaders, knowing that Olson’s move could doom the strike, announced that they would defy martial law. If need be, strikers would battle the National Guard to continue blocking deliveries.


“You’re crazy,” Olson told the union leaders during a negotiating session. “I won’t even argue with you.”


The strike appeared to be following a familiar trajectory. Workers went on strike for better pay and working conditions. Employers refused to recognize the union or negotiate. Conflict erupted. The government intervened. The workers seemed destined to lose.


Yet this strike ended up being different. It was different because of how the political atmosphere had changed by 1934 and because of who held power. While previous governors and presidents had used the government’s authority to resolve strikes on behalf of employers, Olson and Roosevelt chose to use their authority on behalf of workers. Their approach was audacious and new, but less because of their tactics than because of the beneficiaries of those tactics.


Olson’s first step was to get rid of the local union leaders defying martial law. One August morning before dawn, the National Guard burst into the strike headquarters on Olson’s order and arrested the leaders. (Skoglund, traveling that night in Illinois to raise money for the union, avoided arrest.) Olson had tired of the leaders’ politics. They sometimes seemed to care more about building a socialist movement than winning a raise for the city’s drivers, and their radicalism was alienating Minneapolis residents who might otherwise support the workers’ cause. Privately, Olson referred to the union leaders as “ritualists.” Skoglund and others returned the scorn, describing Olson as a capitalist tool.


Olson’s next step belied that description. He told the National Guard to raid the headquarters of the Citizens Alliance, and he released embarrassing Alliance records that demonstrated its history of underhanded tactics, including an effort to portray Eleanor Roosevelt as belonging to a “red network.” Olson had exposed the Alliance as the self-interested, anti-democratic organization that it was. With the raids having weakened both sides, he announced that he would impose a settlement that included pay increases for the drivers. It was the same settlement that federal mediators had suggested weeks earlier and that the employers had rejected. Olson said that only those employers accepting the settlement terms would be allowed to operate in Minneapolis. He had chosen to follow a path that virtually no previous governor, in Minnesota or any other state, had: He used his authority to resolve a strike in favor of higher pay, better working conditions, and union recognition.
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Senate campaign poster for Floyd Olson, 1936.


His final step was to involve the federal government. Roosevelt happened to be on a cross-country train trip that would take him through Minnesota days after Olson’s imposed settlement. White House officials were careful to keep the president out of the Twin Cities, except for a brief nighttime stop, so that he would not be tainted by the chaos of the strike. Roosevelt instead stopped in the smaller city of Rochester and attended a celebration honoring the Mayo brothers, two doctors who had built their father’s medical practice into a renowned clinic.


The major players in the strike—top business executives, leading union officials, and Olson—all traveled from the Twin Cities to Rochester to lobby Roosevelt and his aides. But the aides granted a one-on-one meeting with Roosevelt only to Olson. The two men had become fond of each other while they were fellow governors fighting the Depression in 1931 and 1932. They exchanged public praise and private letters. Some liberal Democrats viewed Olson as a potential successor to Roosevelt in 1940, after the president finished his presumed two terms. (Instead, Olson died of stomach cancer in 1936, at age forty-four, while he was governor and running for a seat in the United States Senate. He almost certainly would have won the Senate election.)


Roosevelt and Olson left no record of their conversation in Rochester, but subsequent events were clear enough. Almost immediately, the federal government intervened to help the workers win the strike.


The Roosevelt administration had leverage over Minneapolis businesses because many relied on loans from a federal agency, the Reconstruction Finance Corporation, to stay afloat during the Depression. The day after Roosevelt and Olson met, officials from the agency summoned Minneapolis business executives to a meeting in the city. These executives had spent months refusing to negotiate with Local 574 and doing everything possible to keep unions from gaining a foothold in Minneapolis. Their resolve suddenly disintegrated after the meeting with the Reconstruction Finance Corporation officials. The companies announced that they would negotiate with the union and made an initial settlement offer. Hundreds of previous strikes had failed when workers faced the prospect of running out of money. Now that Minneapolis’s employers faced the same prospect, they too yielded to the realities of political power.


Over the next two weeks, their settlement offer became steadily more generous to the drivers. Finally, A. W. Strong, a longtime Citizens Alliance leader, told the trucking companies that it was time to accept reality and end the fight. The employers did. They agreed to establish a minimum wage, rehire striking drivers, hold union elections, and submit to collective bargaining in the future.


The head of the Reconstruction Finance Corporation, Jesse Jones, sent a telegram to Roosevelt with the news. “Glad to report Minneapolis strike settled,” Jones wrote. “Employers have made substantial concessions in the general interest.”


A banner headline in the next edition of the strikers’ newspaper was more succinct: “VICTORY!”


Workers at about five hundred local companies voted to join Local 574 in the next two years, and the average weekly wage in the region’s transportation sector roughly doubled. Workers in many other industries around Minnesota also formed unions. The low-wage northwest empire was crumbling.


Around the country, workers at thousands of companies would stage strikes during the mid-1930s. Some failed, including a textile strike up and down the East Coast that was happening at the same time as the truckers’ strike in Minnesota. But many succeeded, often with support from elected politicians.


Perhaps the most famous strike of the era took place at a General Motors factory in Flint, Michigan, in 1937, by the United Auto Workers, which was part of the CIO. Trying to overcome the automobile industry’s longtime hostility to unions, workers staged a sit-down strike, refusing to leave their workstations and shutting down the factory. Historically, politicians had responded to such tactics by sending in armed law enforcement to remove the workers, and John Nance Garner, Roosevelt’s conservative vice president, advocated this approach in Flint. But Michigan’s governor, Frank Murphy, rejected it. Murphy instead ordered the National Guard to keep the peace by preventing company agents and local police officers from attacking the strikers. He then helped negotiate a settlement favorable to workers. In doing so, Murphy was following a path that Olson had pioneered three years earlier in neighboring Minnesota. Murphy was using government power on behalf of workers. He was enforcing democratic capitalism.


On Capitol Hill, labor-friendly lawmakers also took steps to protect unions. Early in Roosevelt’s presidency, the Supreme Court had continued its long history of siding with business and overturned major parts of the New Deal, including Roosevelt’s recovery act and, with it, Section 7(a). In response, Wagner, the New York senator, helped pass a law in 1935 that codified workers’ right to collective bargaining. Many observers expected the Supreme Court to throw out the Wagner Act, officially called the National Labor Relations Act. But by the time the justices heard the case in 1937, Roosevelt had been reelected by a record margin, and they upheld the law, evidently wary of confronting a popular president who had begun to criticize the court as undemocratic. The Wagner Act almost immediately caused labor-related violence to decline, never again to reach its earlier levels. The federal government had created a bureaucratic process through which management and workers could resolve disputes peacefully, rather than with fists, bats, and guns.


Together, Washington’s new friendliness to labor unions and the successful Flint strike led to a surge of labor activity. Flint legitimized the United Auto Workers, and other parts of the automobile workforce soon unionized. The strike also legitimized the CIO and its inclusive strategy of industrial unionism. Union membership grew more rapidly in 1937 than in any other year in American history. It grew in part because the CIO abandoned the AFL’s longtime support of segregated unions and welcomed Black workers. “He who hates Negroes and wishes to curtail their rights also hates labor and wishes to curtail its rights,” read a CIO pamphlet aimed at Black workers. “Your enemies are our enemies: and your friends are our friends.” An article in the NAACP’s main publication advised, “Negro workers ought to flock to the CIO, unhesitatingly,” because CIO organizers are known “far and wide for their absolute equality, regardless of color.”


The start of World War II provided the final big push toward unionization. Roosevelt’s desire for domestic tranquility during the war made him an even more aggressive advocate for union formation. When awarding defense contracts, the government often insisted that employers accept collective bargaining. More than 30 percent of American workers were union members by the mid-1940s, up from just over 10 percent in the mid-1930s. Even nonunionized workers benefited from the change because many companies without unions raised wages and improved working conditions to attract workers. In the span of a single decade, the power dynamic in the economy had changed.


*


IN TODAY’S PESSIMISTIC political climate, Americans distrust many of society’s institutions, be they labor unions, large corporations, the government, the news media, or organized religion. This broader pessimism has fed a specific skepticism, still aggressively promoted by business groups, about whether unions have a record of delivering on their central promise: to raise wages. Mistakes and misconduct by unions contribute to the skepticism. When you first saw the word “Teamsters” in this chapter, I imagine your initial reaction may have been negative, with thoughts of Jimmy Hoffa and corruption.


Over the course of their history, however, the legacy of unions is not a cause for cynicism. Unions have a clear record of increasing workers’ pay and improving working conditions. Business executives have understood as much, which is why they have often fought so hard to keep their workers from forming unions. Adam Smith and John Stuart Mill, as mentioned earlier, also recognized the power of unions. So have some of the most celebrated American civil rights activists. Susan B. Anthony advised: “Join the union, girls, and together say, ‘Equal pay for equal work.’ ” Martin Luther King, Jr., who was assassinated while participating in a sanitation workers’ strike in Memphis, described the labor movement as “the principal force that transformed misery and despair into hope and progress.”


Academic researchers who have analyzed the economic effects of unions have reached similar conclusions. In recent years, the digital revolution has allowed economists to refine these conclusions by examining a much larger pool of data than they could before. With help from computers, the economists can scan thousands of old records, such as tax returns and polling responses, analyzing information that had languished in file cabinets. This change is part of the “big data” revolution in social science, and this book will describe several such studies. Raj Chetty’s analysis of upward mobility, which I discussed in the introduction, is one such study. Another, conducted by a different team of economists, examines how unions have affected workers’ pay since the 1930s.


That project began when the researchers discovered a set of records that allowed for a more complete answer than previous studies provided. Since 1936, the Gallup poll has asked Americans about both their pay and their union status; many other data sets have only one of those two pieces of information. The Gallup surveys allowed the researchers to build a database that ultimately included almost a million observations, which made it possible to answer all kinds of fascinating questions: Which types of workers belonged to a union? How has this changed over the years? How does the pay of a union member compare with that of a nonunionized worker of the same education level, age, experience, race, and gender?


Going back to the 1930s—whether the economy was booming or busting, whether unions were growing or shrinking—the typical member of a labor union earned roughly 10 percent to 20 percent more on average than an otherwise similar worker. The finding confirms that the range of indeterminacy for wages is large and that unions lift wages out of the low end of that range. As a result, unions have had a profound impact on economic inequality in the United States. At the beginning of the study’s timeline, unions had not fully left behind their history as elite guilds, made up disproportionately of White men with higher skill levels. During the Depression and World War II, however, the rise of industrial unionism led to a more egalitarian approach. The Minneapolis strike was part of this trend, as was the organization of Black and White autoworkers in Michigan, Latino cannery workers in California, and immigrant workers in many industries in the Northeast. By the 1950s, the makeup of unions had flipped. Non-White workers and relatively unskilled workers were more likely to be in unions than other workers.


This change, together with the large wage premium for union members, played a vital role in lifting the pay of the poor and middle class. Scholars refer to the mid-twentieth century as a time of economic compression because lower-income workers enjoyed even larger raises, in percentage terms, than the rich. Median family income more than doubled between the mid-1940s and mid-1970s, after accounting for inflation. The White-Black pay gap shrank (the focus of an upcoming chapter). The world’s largest middle class was forged.


The economists analyzing the Gallup data—Henry Farber, Daniel Herbst, Ilyana Kuziemko, and Suresh Naidu—asked one other vital question as part of their research: When union members received raises, where did the money come from? That is, did the raises prevent employers from hiring as many workers as they needed, thereby raising unemployment, or did the raises mostly reduce company profits? Economists who believe in a smoothly functioning market have long argued that union pay increases must come at the expense of overall employment and the economy’s health. The market sets a worker’s pay at the efficient level, according to this view; any higher wage will necessarily increase unemployment and reduce economic growth. The theory sounds plausible, but the experience of the past century suggests that it is wrong. The evidence indicates that the raises won by unions most often reduced profits without damaging the economy.
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