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PREFACE AND ACKNOWLEDGMENTS



For the first time in many decades, there is ongoing public discussion of income inequality and the legitimacy of taxing the rich; indeed the 2016 presidential election was partly a mandate on just such issues. The Occupy Wall Street movement, which was the first explicitly anti-inequality movement in recent US history, initially receded in the aftermath of the Great Recession but was then very explicitly invoked and reinvigorated by Bernie Sanders during his campaign. We also have a new term, the “one percent,” to denote the elite within the United States, a term with a valence that is not as straightforwardly worshipful as the elite have perhaps come to expect. The study of poverty and inequality is no longer a sleepy little enterprise confined to the halls of academia.


This growing public interest in matters of poverty and inequality make it especially important to bring to the public the best available scholarly research in a readable and distilled form. The simple purpose of this book is to do just that.


This is of course no small order. For all its virtues, academic writing is not known for its brevity and succinctness, and our task was thus to excerpt in ways that eliminated all inessential material while still preserving the integrity of the contributions. We have excised many clarifying and qualifying footnotes, almost all decorative theorizing and literature reviews, and much analysis that was not crucial in advancing the argument. Understandably, some of our readers and contributors would no doubt oppose all excerpting, yet the high cost of implementing such a radical stance would be a substantial reduction in the number of readings that could be reproduced. We apologize to our authors for being unable to present the selections in their entirety and encourage our readers to consult the original and full versions of our excerpted pieces. In some cases, we have alternatively asked the authors themselves to provide trimmed versions of articles that were originally published elsewhere, an approach that can yield more cohesive pieces when the excerpting would otherwise have to be very heavy.


The editing rules adopted here were in most cases conventional. For example, ellipses were used to indicate when content from the original was excised, and brackets were used to mark off a passage that was inserted for the purpose of clarifying meaning. It should be noted that in some cases ellipses were not used when the excised text was a footnote or when relatively minor phrases were omitted and ellipses proved too distracting. When necessary, tables and footnotes were renumbered, and all articles that were cited in excised passages were likewise omitted from the list of references at the end of each chapter. The spelling, grammar, and stylistic conventions of the original contributions were otherwise preserved.


This book is, as is typically the case for anthologies, the output of a complicated division of labor with many contributors. In selecting the new contributions, we relied on our own trusted advisors, especially Michelle Jackson. Over the course of a long production process, we also drew extensively on the excellent Westview staff, including Marco Pavia and Krista Anderson. Most importantly, we thank our Westview Press senior editor, James Sherman, for his spot-on advice at every stage of the process.


David B. Grusky and Jasmine Hill


Stanford, California 2017













1. Poverty and Inequality in the 21st Century



DAVID B. GRUSKY AND JASMINE HILL


It was not so long ago that many social scientists subscribed to a version of “modernization theory” in which racial inequalities, gender inequalities, and class-based discrimination were seen as premodern residues that were destined to wither away. Although there were always prominent dissenters, this benign understanding of history was the driving force behind much of the research on inequality until the late 1970s.


But that was then. Over the last twenty years, this benign understanding has been largely discredited, and a wide variety of alternative accounts are now contending to become the new lens through which we understand the forces making for change in inequality.


How did such a dramatic reversal in our understanding of the logic of history come about? It will be useful to organize our introduction to current research on inequality around a description of these forces that led to an unravelling of modernization theory and the rise of new worries about extreme income inequality, growing joblessness, persistent racism, and the stalling-out of historic declines in gender inequality.


The Modernization Narrative


It should not be too surprising that the modernization narrative of the 1950s, 1960s, and 1970s was a largely optimistic narrative about the inevitability of progress. The narrative of the day was likely to be benign, after all, because many of the key trends in inequality were in fact quite reassuring. This is especially so for trends in income inequality up to the mid-1970s. As is well known, there was a precipitous decline in income inequality in the 1930s, and thereafter the United States experienced approximately thirty years of stability in income inequality (Saez, Ch. 6; Piketty, Ch. 7).


As important as this decline in income inequality was, the modernization narrative was more concerned with trends in inequalities of opportunity. In the United States and other liberal welfare regimes, even extreme inequalities in income were seen as quite palatable insofar as the opportunities for getting ahead were widely available to children from all families, even relatively poor ones. The “race to get ahead” was the commonly used metaphor of this time: If that race was fairly run, then the resulting inequalities in outcomes were viewed as altogether legitimate.


The featured claim of the modernization narrative was precisely that this race was becoming ever fairer. This decline in “inequalities of opportunity” was partly attributed to the expansion of secondary and post-secondary schooling and the associated diffusion of loan and aid programs, such as the G. I. Bill, that reduced financial constraints on access to schooling. Although some scholars indeed emphasized this pathway, others showed that college was a “great equalizer” in the sense that all college graduates, those from rich and poor families alike, did equally well in the labor market (see Torche, Ch. 34). When a child from a poor family goes to college, the resulting degree becomes a “shield” of sorts, in effect protecting that child from class-based discrimination.


The more general point is that competitive market economies should work to reduce all forms of discrimination based on gender, race, or social class. In his “taste for discrimination” model, Gary Becker (1957) argued that such discrimination will gradually disappear because it entails paying a premium to the preferred class of labor, a premium that non-discriminating employers do not have to bear (thus giving them a competitive advantage). The latter economic account works in tandem with a sociological one that emphasizes the diffusion of modern personnel practices in the form of universalistic hiring practices (e.g., open hiring, credentialism) and bureaucratized pay scales and promotion procedures. The essence of such bureaucratic personnel practices is a formal commitment to universalism (i.e., treating all workers equally) and to meritocratic hiring and promotion (i.e., hiring and promoting on the basis of credentials).


The final component of the modernization narrative has one’s social class becoming a less important and encompassing identity. The “working class” within the early-industrial economy was an especially prominent identity because political parties and unions carried out the ideological work needed to convert the working class into a culturally coherent community. The key claim, however, is that this identity became less central as (a) political parties abandoned class-specific platforms in favor of “issue politics,” and (b) unions became narrowly instrumental by focusing on tangible benefits rather than some transformative and politicized class narrative. In the absence of organizations that explicitly trained members into a class-based worldview, social classes increasingly become purely statistical categories deployed by social scientists, not the deeply institutionalized communities of the past (see Weeden and Grusky 2005).


New Narratives


We have laid out the modernization narrative in some detail because it still plays the important role of a discredited approach lurking in the background. It also remains prominent partly because an alternative with all the reach of the old narrative has not yet emerged. In this sense, the contemporary literature remains unsettled and inchoate, with many accounts vying for the role of successor to modernization theory. We review some of these competing accounts below.


Rent and Income Inequality


The most prominent alternative to modernization theory, an account featuring “rent” and other forms of competition-restricting regulation, has as its backdrop the spectacular takeoff in income inequality in the United States. As Saez (Ch. 6) discusses, income inequality increased dramatically in the US in the late 1970s, with it now reaching levels as high as those prevailing in the 1920s.


There are, of course, many prominent accounts that understand this development as simply the expected playing-out of competitive market forces when confronted with the “exogenous shock” of computers and other technological innovations that raised the demand for skilled labor (see Goldin and Katz, Ch. 8). The theory of skill-biased technical change, for example, implies that the demand for skilled workers is rapidly increasing because of these innovations, that the existing supply of skilled workers cannot meet this rising demand, and that the resulting disequilibrium bids up the price for skilled labor and leads to an increase in inequality. Although the higher productivity of skilled workers will lock in some of this inequality, we should eventually see a reversal or slowdown in the trend because the high wages going to skilled workers should induce more workers to invest in skill (by going to college), which in turn increases the competition for skilled jobs and ultimately drives down the pay going to those jobs. The competitive market should, by this logic, correct some of the problem.


The “rent narrative” instead rests on the view that extreme inequality should be partly attributed to the many opportunities to collect rent. We adopt here the usual definition of rent as returns on an asset (e.g., labor) in excess of what is necessary to keep that asset in production in a fully competitive market. By this definition, rents exist (a) when demand for an asset exceeds supply, and (b) when the supply of that asset is fixed through “natural” means (e.g., a shortage of talent) or through social or political barriers that artificially restrict supply. The first condition implies that those holding some “asset,” like being tall and agile enough to be a center for a professional basketball team, are in short supply and that employers are therefore in pitched competition to secure that asset. The second condition, the “fixed supply” stricture, implies that labor cannot readily respond to the price increases that arise when demand exceeds supply. It is difficult, for example, for workers to respond to the high salaries paid to professional basketball centers by willing themselves to grow seven feet tall (and to become extraordinarily agile). We, of course, care more about rent that is generated by changing social institutional constraints than rent that is generated by largely constant and enduring genetic constraints. In contemporary labor markets, the former type of rent takes on many forms, including the wage premiums associated with the minimum wage, the wage premiums associated with the union wage, and the capacity of chief executive officers (CEOs) to extract better remuneration packages (see Red Bird and Grusky 2015; Piketty, Ch. 7; Hacker and Pierson, Ch. 10).


How does a rent-based account explain the takeoff? The story is a twofold one focusing on (a) a declining capacity to extract rent at the bottom of the income distribution, and (b) a growing capacity to extract rent at the top of the income distribution. At the bottom of the distribution, the weakening of labor unions and the decline in the real value of the minimum wage means that workers are less likely to benefit from rent, thus lowering their wages and increasing inequality (see Western and Rosenfeld, Ch. 11). The growing capacity to extract rent at the top arises because of the spread of competition-restricting norms and regulations. The returns to education are increasing, for example, because those with college degrees are increasingly protected from the competition that would occur under a system in which everyone, no matter how poor they were, had full and complete access to higher education. The highly educated are further advantaged insofar as they are in occupations that have increasingly erected barriers to entry (e.g., licensure, certification) that then protect them from competition. Finally, CEO pay takes off because board members are sitting on the board at the behest of the CEO, a setup that lends itself to board members favoring ample compensation packages (see Bebchuk and Fried, Ch. 73).


It follows that rent-destruction and rent-creation are asymmetric forces. That is, just as rent is gradually being destroyed for workers at the bottom of the income distribution, it is also gradually being created at the top of the distribution. By this logic, rent is a driving force behind the rise of inequality and an intrinsic part of modern economies, certainly not the simple vestige that modernization theorists typically assume.


The Perverse Effects of Slow Growth


The rent account thus locates the contemporary dilemma as proceeding from our relentless commitment to destroying rent at the bottom of the income distribution while at the same time supporting, at least implicitly, its equally relentless expansion at the top. The second main narrative on offer, one that instead focuses on the dynamics of wealth, plays out without making any assumptions about possible changes in market competitiveness. The dynamic on which it rests could in fact unfold in the context of perfectly competitive markets.


The starting point for this account (see Piketty, Ch. 7) is the recent increase in the amount of private wealth relative to total national income. In the middle of the 20th century, private wealth in Britain and France equaled about two or three years of national income, a relatively low share. This share then rose sharply to about five or six years of national income by 2010. The main reason for this change is declining growth rates: In slowly growing economies, past wealth becomes ever more important, as even a small flow of new savings among the already-wealthy will increase their wealth substantially. This means that inherited wealth will come to dominate the wealth that workers can amass from a lifetime of labor. It is here, then, that we see a very explicit return to Marx’s (Ch. 2) very famous worries about the growing concentration of wealth.


Why is this result so troubling? It is not that Piketty, like Marx, is pushing some iron law of accumulation that then culminates in an apocalyptic vision. Instead, Piketty is worried about the implications of this development for the legitimacy of capitalism, a legitimacy that rests in part on the premise that the race to get ahead should be a fair and open one. What Piketty (Ch. 7) shows is that this commitment can be undermined by relatively slow rates of economic growth. This is not, then, some conventional indictment of the unfair and “rigged” institutions (e.g., CEO pay institutions) by which labor is compensated. Although Piketty is also very troubled by such practices, his is instead an expose of the unanticipated consequences of slow economic growth.


It might be imagined that Piketty would therefore push for a pro-growth solution. The main problem with this solution, as Piketty stresses, is that there are real limits on the capacity of advanced economies to restore the high growth rates of the past. As a result, Piketty’s fallback solution is a progressive annual tax on capital, a tax that will then allow for new instances of “primitive accumulation” among those who are not born into wealth.


The Perverse Effects of Rising Income Inequality


The foregoing narrative thus lays out the perverse and underappreciated effects of slow economic growth. As a natural complement, we might next consider a narrative that again calls into question the capacity of contemporary economies to deliver on their commitment to openness and equal opportunity, although in this case it is rising inequality rather than slowing growth that is potentially undermining that commitment.


The main worry here is that, by virtue of the rise in income inequality, there is an unprecedented infusion of additional resources among the higher reaches of the class structure, an infusion that will work to increase the amount of reproduction. By this logic, inequality of condition and of opportunity are now understood as varying together, even though scholars have typically been at pains to stress that they are analytically distinct.


How might parents in privileged classes use their newfound income? The available evidence (e.g., Putnam 2015) suggests that they will increase the human, cultural, and social capital of their children via high-quality childcare and preschool, educational toys and books, after-school training and test preparation, science-related summer camps, elite preparatory schools, prestigious college degrees, a “finishing-school” vacation in Europe, and stipends or allowances that free them from the need to work during high school and college. As the takeoff plays out, privileged parents can also more readily afford privileged residential neighborhoods, with accordingly improved access to high-quality public schools, neighborhood amenities that assist in human-capital formation (e.g., libraries), and peers that can provide all manner of career advantages (see Mitnik, Cumberworth, and Grusky 2015).


The implication of this “infusion at the top” is that it undermines the capacity of liberal welfare regimes to deliver on their commitment to equal opportunity. The standard liberal mantra, as has been so frequently rehearsed, is that extreme inequality is quite unproblematic as long as it is the result of a fair and open race. The central dilemma of our time: How can a fair and open race be delivered when high incomes afford parents so many opportunities to assist their children? The readings in this book provide a range of approaches to resolving this defining conundrum of the 21st century.


Commodification


The “commodification narrative,” to which we next turn, again takes rising income inequality as its starting point (see Grusky and MacLean 2015). It emphasizes that extreme inequality not only makes it difficult for the poor to buy opportunity but also disadvantages them in a growing range of markets for goods and services. The key problem here is that access to all manner of goods and services increasingly depends on the simple capacity to pay for them. It follows that those at the bottom of the income distribution are now doubly disadvantaged: It is not just that they have less money (relative to others), but it is also that access to goods, services, and opportunities increasingly requires precisely the money that they do not have. It may be said, then, that relentless commodification is what gives rising inequality its teeth.


This process is playing out very broadly. The market is gradually replacing the nuclear family, extended family, and neighborhood as the go-to source for delivering childcare, domestic services, after-school education, financial services, old-age care, health care, and much more. The resulting commodification is closely related to the relentless differentiation and specialization of the sort that modernization theorists, such as Talcott Parsons (1994), so frequently stressed. The marketization narrative emphasizes, however, the very special way in which such functions are differentiating: Namely, they are differentiating out of the family and into the market, thus making the capacity to pay for these functions all important.


It follows that rising inequality is especially consequential because those at the bottom of the distribution are disadvantaged in the competition for ever more services. If early childhood education has differentiated out of the family and is now mainly delivered on the market, how will poor families be able to pay for it? If access to high-quality primary and secondary schooling, although nominally “free,” is in principle only available within rich neighborhoods with a high entry price, how will poor families be able to access them? If access to marriage (and the supplementary economic resources it provides) is increasingly a “luxury good” only available to the well-off, how will poor men and women gain access to those supplementary resources and the economies of scale that marriage affords? These are all simple–but consequential–examples of the growing neoliberal commitment to price goods and services at their market value rather than “give them away.”


There are two solutions to this fundamental dilemma. The first entails capitulation to commodification: We can acquiesce to the process but insist that, insofar as the poor increasingly need money to buy goods and services, we must then commit to an aggressively redistributive tax system. We can make commodification work, in other words, only if there is enough money at the bottom of the distribution to enable the poor to purchase the goods and services that are increasingly only available on the market. The second solution entails reversing commodification rather than acquiescing to it. This approach proceeds by reinstalling various types of public goods, including free college education, free high-quality childcare, and integrated neighborhoods (which amounts to “giving away” neighborhood amenities rather than selling them). If this approach were taken, a relatively high level of income inequality becomes more palatable, as so-called “basic needs” are now met through direct delivery rather than market mechanisms.


Automation


The next narrative that we review, again one that is increasingly popular, starts with the very troubling decline in prime-age employment. Because many people who would like to work will stop looking for work during economic downturns (and thus no longer register as unemployed), the economy’s capacity to provide jobs is best measured with the prime-age employment ratio, defined as the ratio of employed 25–54 year-olds to the population of that same age. For more than sixty years, the share of 25–54 year-old men in the labor force has been declining, with the current level (as of May 2016) down a full 10 percentage points from the peak of 98 percent in 1954 (see Council of Economic Advisors 2016). This “jobs problem,” which is especially prominent among low-skilled men, has led to a sharp rise in the number of poor households without any working adults, a trend that reverses the earlier declines in nonworking poverty under welfare reform.


The looming question of our time is whether technology and automation may push this rate yet lower. The pessimists understand the technologies of the future as mainly job-destroying with “robots in the operating room, self-driving cars snaking through the streets, and Amazon drones dotting the sky” (Thompson 2015, p. 3; Karabarbounis & Neiman 2014). These new technologies, so it is argued, will replace drivers, clerks, and untold other occupations and accordingly drive down prime-age employment far lower than it is today. Even now, the leading firms (e.g., Apple) are formed around the control of intellectual property rights, such as patents, copyrights, and trademarks, and any tasks unrelated to the production of such rights are subcontracted and performed overseas. We can continue to have record-high profits and declining employment insofar as (a) the main comparative advantage of the US is ferreting out and exploiting these rent-generating opportunities, and (b) the resulting employment effects are mainly felt overseas.


What can be done? The rise of nonworking poverty and the decline in the prime-age employment ratio have led to (a) renewed calls to provide public-sector jobs of last resort, (b) new efforts to ensure that anti-poverty programs successfully promote labor force attachment, and (c) new experiments with unconditional cash transfers to those in poverty. These and other potential reforms will be discussed in several of the readings that follow.


Camouflaging Ideologies


We have focused to this point on narratives pertaining to inequalities in economic outcomes and opportunities. It is useful to conclude our review with a discussion of narratives that are instead focused on understanding the contemporary dynamics of racial, ethnic, and gender inequalities. These new narratives may be understood as efforts to come to terms with (a) the extreme forms of inequality that continue to flourish under late industrialism (e.g., extreme racial disparities in criminal justice), and (b) recent slowdowns in the pace of change in many key forms of gender and racial inequality (e.g., slowing declines in the gender pay gap). The latter developments are difficult to reconcile with the long-standing view that competitive market economies and bureaucratic forms of organization should work to reduce inequalities based on gender, race, or ethnicity. The simple question here: If bureaucracy and competition indeed have such equalizing effects, why is it taking so long for those effects to be fully expressed?


We cannot possibly review within this short essay the wide range of contemporary answers to that question. Although there are a host of relevant economic and institutional narratives that have recently emerged (and that will be discussed throughout this book), we focus here on some of the key cultural forces in play, if only because we have not made much of them to this point. We are referring in particular to the important role of “camouflaging ideologies” in legitimating inequality as a just and fair outcome. In the US, the main camouflaging ideology is the widespread view that we remain a land of opportunity in which talent, merit, and effort are decisive in determining who wins the competition to get ahead. Because the labor market is viewed by much of the public as winnowing out talent in this fair and impersonal way, those who tend to do relatively well in this competition, such as white males, are then seen as competent, meritorious, and hence deserving of their fate. This process leads us to have certain expectations or “priors” about the relative competence of different groups (see Ridgeway, Ch. 64). Put differently, we tend not only to treat the individual winners of the race as especially competent, but we also go on to assume that the groups of which they are members are intrinsically more competent and meritorious.


This dynamic, which has the effect of slowing the rate of equalizing change, plays out across various types of racial, gender, and ethnic inequalities. How, for example, does this camouflaging ideology make sense of the disproportionate number of male CEOs? It implies that men are simply more likely to be “CEO material” and that the labor market is fairly recognizing this gender difference in intrinsic capacities to make good decisions, exert authority, or otherwise be a successful CEO. It is in this sense that equal-opportunity ideologies not only legitimate individual inequality but also propagate beliefs about intrinsic group differences in competence. These beliefs in turn lend legitimacy to existing inequalities and make them less vulnerable to critique.


It is useful in this context to distinguish between (a) the modernization narrative as a story about how inequality is generated, and (b) the modernization narrative as an adequate characterization of the way in which inequality is truly generated. This narrative has arguably proven to be a better story than factual account: That is, its great success is its widespread diffusion as a popular story about inequality, while its great failure is that the story is very incomplete and does not provide an adequate characterization of the actual processes in play. It is especially pernicious when a meritocratic story about the genesis of inequality is adopted without that story having adequate foundation in fact. This combination is pernicious because that story then serves to “lock in” illicit inequalities as if they were licit.


Conclusions


The foregoing narratives thus constitute a sea change relative to the sensibilities that prevailed after World War II and even into the 1960s and 1970s. To be sure, the standard-issue sociologist of the past also embraced the view that poverty and inequality were important social problems, but overlaid on that sensibility was an appreciation of various “logics of history” that operated in the main to reduce them, if only gradually and fitfully. The problem of inequality was understood, then, as a tractable moral problem, an unfortunate side effect of capitalism that would become yet more manageable with the transition into the increasingly affluent forms of advanced industrialism.


We have sought to show that the benign narrative of the past, which now mainly seems naive and quaint, has been supplanted by a host of new narratives that give far greater weight to the forces making for inequality of outcome and opportunity. As the above review reveals, there are a host of overlapping narratives in play, and it is unclear which of these, if any, will become an overarching narrative with all the force and sway of the earlier modernization narrative.


We cannot pretend to have exhausted all the pessimistic narratives under discussion (see Red Bird and Grusky 2016 for a wider discussion). We have focused on those pertaining to income, wealth, and opportunity only because they have proven to be especially prominent. The same pessimistic sensibility is, however, quite widely in play: We are referring, for example, to (a) narratives of “globalization” that describe how the liberalization of financial and capital markets has harmed poor countries (Cohen and Sabel, Ch. 71); (b) narratives of “deindustrialization” that describe the loss of inner-city jobs and the associated rise of an urban underclass (Wilson, Ch. 50); (c) narratives of “segmented assimilation” that describe the relatively bleak prospects for at least some new immigrant groups (Portes and Zhou, Ch. 45); (d) narratives of “opting out” that have highly trained women eschewing stressful careers in favor of recommitting to their children, spouses, and domestic responsibilities (see Percheski, Ch. 57); and (e) narratives of “essentialist segregation” that describe how sex-typed occupational ghettos continue to be built around presumed differences in male and female aptitudes (Levanon and Grusky, Ch. 58).


Although counternarratives of the more optimistic sort are also being developed, these seem not to be as frequently generated or as readily embraced; and the proponents of such narratives find themselves beleaguered, outnumbered, and on the defensive. Has the pendulum swung too far? It is child’s play to posit any number of nonempirical sources of our fascination, some might say obsession, with the pessimistic narrative. It is surely plausible, for example, that our exaggerated taste for pessimism might lead us to downplay the good news, ferret out the bad, and only rarely consider the silver lining. As important as these biases may be, it is undeniable that there are many big inequality transformations underway, at least some of which are troubling regardless of one’s normative priors.
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THE CLASSIC THEORY


 


The readings in this section make the case that class, race, and gender are the great fracturing forces of our time. Although we now often take it for granted that these are especially fundamental forms of inequality, it is revealing to return to the classic texts that were so instrumental in building that understanding.


Why, it might be asked, are class, race, and gender such prominent divides in industrial and late-industrial societies? The authors in this section—Karl Marx, Max Weber, W. E. B. Du Bois, and Charlotte Perkins Gilman—suggest that well-defined social groups based on class, race, or gender will emerge (a) when the groups play fundamentally different roles in the economy (the “division of labor”), (b) when these different roles allow one group to extract resources from another (“exploitation”); (c) when the groups enjoy different lifestyles, consumption practices, and patterns of association (“social inequality”), and (d) when the groups have different histories and worldviews (“cultural inequality”).


These four “structuring forces” are not of course equally drawn on by the four contributors to this section. If Gilman’s essay on gender focuses less, for example, on lifestyles as a differentiating force, it is no doubt because men and women often live together (and thus to some extent share a “lifestyle”), whereas blacks and whites or capitalists and workers are less likely to live in the same home or even neighborhood. At the same time, Gilman shows that other powerful forces work to produce well-defined “gender groups,” most notably a strictly enforced occupational division of labor in which men work in the formal economy while women work at home.


If the authors draw on these four forces in different ways, they nonetheless share the view that class, race, and gender are social constructions that are neither natural or inevitable and that—as a result—could conceivably become less prominent in the future. The key sociological question, indeed one that has animated the field over the 100–150 years since these classic texts were published, is whether the forces of class, race, and gender contain the seeds of their own demise. Although the key tenet of modernization theory, as reviewed in our introductory essay, is that “ascription” based on class, race, and gender will gradually wither away, recent developments have called that assumption into question and suggested that these forms of inequality may be more resistant to change than had before been imagined.


The rise of such “pessimistic” accounts, which will be in evidence throughout this book, often entails returning to and building on the seminal works of Marx, Weber, Du Bois, and Gilman. We have thus provided selections from these works that anticipate some of these recent worries and that reveal some of the reasons why class, race, and gender inequalities have proven very adaptive and can flourish even today.















2. Karl Marx*



Classes in Capitalism and Pre-Capitalism


The history of all hitherto existing society1 is the history of class struggles.


Freeman and slave, patrician and plebeian, lord and serf, guild-master2 and journeyman, in a word, oppressor and oppressed, all stood in constant opposition to one another, carried on an uninterrupted, now hidden, now open fight, a fight that each time ended, either in a revolutionary re-constitution of society at large, or in the common ruin of the contending classes.


In the earlier epochs of history, we find almost everywhere a complicated arrangement of society into various orders, a manifold gradation of social rank. In ancient Rome, we have patricians, knights, plebeians, slaves; in the Middle Ages, feudal lords, vassals, guildmasters, journeymen, apprentices, serfs; in almost all of these classes, again, subordinate gradations.


The modern bourgeois society that has sprouted from the ruins of feudal society has not done away with class antagonisms. It has but established new classes, new conditions of oppression, and new forms of struggle in place of the old ones.


Our epoch, the epoch of the bourgeoisie, possesses, however, this distinctive feature: it has simplified the class antagonisms. Society as a whole is more and more splitting up into two great hostile camps, two great classes directly facing each other: Bourgeoisie and Proletariat.


From the serfs of the Middle Ages sprang the chartered burghers of the earliest towns. From these burgesses the first elements of the bourgeoisie were developed.


The discovery of America, the rounding of the Cape, opened up fresh ground for the rising bourgeoisie. The East-Indian and Chinese markets, the colonisation of America, trade with the colonies, the increase in the means of exchange and in commodities generally, gave to commerce, to navigation, to industry, an impulse never before known, and thereby, to the revolutionary element in the tottering feudal society, a rapid development.


The feudal system of industry, under which industrial production was monopolised by closed guilds, now no longer sufficed for the growing wants of the new markets. The manufacturing system took its place. The guild-masters were pushed on one side by the manufacturing middle class; division of labour between the different corporate guilds vanished in the face of division of labour in each single workshop.


Meanwhile the markets kept ever growing, the demand ever rising. Even manufacture no longer sufficed. Thereupon, steam and machinery revolutionised industrial production. The place of manufacture was taken by the giant, Modern Industry, the place of the industrial middle class, by industrial millionaires, the leaders of whole industrial armies, the modern bourgeois.


Modern industry has established the world-market, for which the discovery of America paved the way. This market has given an immense development to commerce, to navigation, to communication by land. This development has, in its turn, reacted on the extension of industry; and in proportion as industry, commerce, navigation, railways extended, in the same proportion the bourgeoisie developed, increased its capital, and pushed into the background every class handed down from the Middle Ages.


We see, therefore, how the modern bourgeoisie is itself the product of a long course of development, of a series of revolutions in the modes of production and of exchange.


Each step in the development of the bourgeoisie was accompanied by a corresponding political advance of that class. An oppressed class under the sway of the feudal nobility, an armed and self-governing association in the mediaeval commune3; here, independent urban republic (as in Italy and Germany), there taxable “third estate” of the monarchy (as in France), afterwards, in the period of manufacture proper, serving either the semi-feudal or the absolute monarchy as a counterpoise against the nobility, and, in fact, cornerstone of the great monarchies in general, the bourgeoisie has at last, since the establishment of Modern Industry and of the world-market, conquered for itself, in the modern representative State, exclusive political sway. The executive of the modern State is but a committee for managing the common affairs of the whole bourgeoisie.


The bourgeoisie, historically, has played a most revolutionary part. The bourgeoisie, wherever it has the upper hand, has put an end to all feudal, patriarchal, and idyllic relations. It has pitilessly torn asunder the motley feudal ties that bound man to his “natural superiors,” and has left remaining no other nexus between man and man than naked self-interest, callous “cash payment.” It has drowned the most heavenly ecstasies of religious fervour, chivalrous enthusiasm, philistine sentimentalism, in the icy water of egotistical calculation. It has resolved personal worth into exchange value, and in place of the numberless indefeasible chartered freedoms, has set up that single, unconscionable freedom—Free Trade. For exploitation, veiled by religious and political illusions, it has substituted naked, shameless, direct, and brutal exploitation.


The bourgeoisie has stripped of its halo every occupation hitherto honoured and looked up to with reverent awe. It has converted the physician, the lawyer, the priest, the poet, the man of science, into its paid wage-labourers.


The bourgeoisie has torn away from the family its sentimental veil and has reduced the family relation to a mere money relation.


The bourgeoisie has disclosed how it came to pass that the brutal display of vigour in the Middle Ages, which Reactionists so much admire, found its fitting complement in the most slothful indolence. It has been the first to show what man’s activity can bring about. It has accomplished wonders far surpassing Egyptian pyramids, Roman aqueducts, and Gothic cathedrals; it has conducted expeditions that put in the shade all former Exoduses of nations and crusades.


The bourgeoisie cannot exist without constantly revolutionising the instruments of production, and thereby the relations of production, and with them the whole relations of society. Conservation of the old modes of production in unaltered form, was, on the contrary, the first condition of existence for all earlier industrial classes. Constant revolutionising of production, uninterrupted disturbance of all social conditions, and everlasting uncertainty and agitation distinguish the bourgeois epoch from all earlier ones. All fixed, fast-frozen relations, with their train of ancient and venerable prejudices and opinions, are swept away, and all new-formed ones become antiquated before they can ossify. All that is solid melts into air, all that is holy is profaned, and man is at last compelled to face with sober senses, his real conditions of life and his relations with his kind.


The need of a constantly expanding market for its products chases the bourgeoisie over the whole surface of the globe. It must nestle everywhere, settle everywhere, and establish connexions everywhere.


The bourgeoisie has, through its exploitation of the world-market, given a cosmopolitan character to production and consumption in every country. To the great chagrin of Reactionists, it has drawn from under the feet of industry the national ground on which it stood. All old-established national industries have been destroyed or are daily being destroyed. They are dislodged by new industries, whose introduction becomes a life-and-death question for all civilised nations, by industries that no longer work up indigenous raw material, but raw material drawn from the remotest zones; industries whose products are consumed, not only at home, but in every quarter of the globe. In place of the old wants, satisfied by the productions of the country, we find new wants, requiring for their satisfaction the products of distant lands and climes. In place of the old local and national seclusion and self-sufficiency, we have intercourse in every direction and universal inter-dependence of nations. And as in material, so also in intellectual production. The intellectual creations of individual nations become common property. National one-sidedness and narrow-mindedness become more and more impossible, and from the numerous national and local literatures, there arises a world literature.


The bourgeoisie, by the rapid improvement of all instruments of production, by the immensely facilitated means of communication, draws all, even the most barbarian, nations into civilisation. The cheap prices of its commodities are the heavy artillery with which it batters down all Chinese walls and forces the barbarians’ intensely obstinate hatred of foreigners to capitulate. It compels all nations, on pain of extinction, to adopt the bourgeois mode of production; it compels them to introduce what it calls civilisation into their midst, i.e., to become bourgeois themselves. In one word, it creates a world after its own image.


The bourgeoisie has subjected the country to the rule of the towns. It has created enormous cities, has greatly increased the urban population as compared with the rural and has thus rescued a considerable part of the population from the idiocy of rural life. Just as it has made the country dependent on the towns, so it has made barbarian and semibarbarian countries dependent on the civilised ones, nations of peasants on nations of bourgeois, the East on the West.


The bourgeoisie keeps more and more doing away with the scattered state of the population of the means of production and of property. It has agglomerated population, centralised means of production, and has concentrated property in few hands. The necessary consequence of this was political centralisation. Independent, or loosely connected provinces, with separate interests, laws, governments, and systems of taxation, became lumped together into one nation, with one government, one code of laws, one national class-interest, one frontier, and one customs-tariff.


The bourgeoisie, during its rule of scarce one hundred years, has created more massive and more colossal productive forces than all preceding generations together. Subjection of Nature’s forces to man, machinery, application of chemistry to industry and agriculture, steam-navigation, railways, electric telegraphs, clearing of whole continents for cultivation, canalisation of rivers, whole populations conjured out of the ground—what earlier century had even a presentiment that such productive forces slumbered in the lap of social labour?


We see then: the means of production and of exchange, on whose foundation the bourgeoisie built itself up, were generated in feudal society. At a certain stage in the development of these means of production and of exchange, the conditions under which feudal society produced and exchanged, the feudal organisation of agriculture and manufacturing industry, the feudal relations of property became no longer compatible with the already developed productive forces; they became so many fetters. They had to be burst asunder; and so they were burst asunder.


Into their place stepped free competition, accompanied by a social and political constitution adapted to it and by the economical and political sway of the bourgeois class.


A similar movement is going on before our own eyes. Modern bourgeois society with its relations of production, of exchange and of property, a society that has conjured up such gigantic means of production and of exchange, is like the sorcerer, who is no longer able to control the powers of the nether world whom he has called up by his spells. For many a decade past the history of industry and commerce is but the history of the revolt of modern productive forces against modern conditions of production, against the property relations that are the conditions for the existence of the bourgeoisie and of its rule. It is enough to mention the commercial crises that by their periodical return put on its trial, each time more threateningly, the existence of the entire bourgeois society. In these crises a great part not only of the existing products, but also of the previously created productive forces, are periodically destroyed. In these crises, an epidemic emerges that, in all earlier epochs, would have seemed an absurdity—the epidemic of over-production. Society suddenly finds itself put back into a state of momentary barbarism; it appears as if a famine, a universal war of devastation had cut off the supply of every means of subsistence; industry and commerce seem to be destroyed; and why? Because there is too much civilisation, too much means of subsistence, too much industry, too much commerce. The productive forces at the disposal of society no longer tend to further the development of the conditions of bourgeois property; on the contrary, they have become too powerful for these conditions, by which they are fettered, and so soon as they overcome these fetters, they bring disorder into the whole of bourgeois society, endanger the existence of bourgeois property. The conditions of bourgeois society are too narrow to comprise the wealth created by them. And how does the bourgeoisie get over these crises? On the one hand by enforced destruction of a mass of productive forces; on the other, by the conquest of new markets, and by the more thorough exploitation of the old ones. That is to say, by paving the way for more extensive and more destructive crises, and by diminishing the means whereby crises are prevented.


The weapons with which the bourgeoisie felled feudalism to the ground are now turned against the bourgeoisie itself.


But not only has the bourgeoisie forged the weapons that bring death to itself; it has also called into existence the men who are to wield those weapons—the modern working class—the proletarians.


In proportion as the bourgeoisie, i.e., capital, is developed, in the same proportion is the proletariat, the modern working class, developed—a class of labourers, who live only so long as they find work, and who find work only so long as their labour increases capital. These labourers, who must sell themselves piecemeal, are a commodity, like every other article of commerce, and are consequently exposed to all the vicissitudes of competition, to all the fluctuations of the market.


Owing to the extensive use of machinery and to division of labour, the work of the proletarians has lost all individual character, and, consequently, all charm for the workman. He becomes an appendage of the machine, and it is only the most simple, most monotonous, and most easily acquired knack that is required of him. Hence, the cost of production of a workman is restricted, almost entirely, to the means of subsistence that he requires for his maintenance and for the propagation of his race. But the price of a commodity, and therefore also of labour, is equal to its cost of production. In proportion, therefore, as the repulsiveness of the work increases, the wage decreases. Nay more, in proportion as the use of machinery and division of labour increases, in the same proportion the burden of toil also increases, whether by prolongation of the working hours, by increase of the work exacted in a given time or by increased speed of the machinery, etc.


Modern industry has converted the little workshop of the patriarchal master into the great factory of the industrial capitalist. Masses of labourers, crowded into the factory, are organised like soldiers. As privates of the industrial army, they are placed under the command of a perfect hierarchy of officers and sergeants. Not only are they slaves of the bourgeois class and of the bourgeois State; they are daily and hourly enslaved by the machine, by the overlooker, and above all, by the individual bourgeois manufacturer himself. The more openly this despotism proclaims gain to be its end and aim, the more petty, the more hateful and the more embittering it is.


The less the skill and exertion of strength implied in manual labour, the more modern industry becomes developed, the more is the labour of men superseded by that of women. Differences of age and sex have no longer any distinctive social validity for the working class. All are instruments of labour, more or less expensive to use, according to their age and sex.


No sooner is the exploitation of the labourer by the manufacturer, so far, at an end, and he receives his wages in cash, than he is set upon by the other portions of the bourgeoisie, the landlord, the shopkeeper, the pawnbroker, etc.


The lower strata of the middle class—the small tradespeople, shopkeepers, and retired tradesmen generally, the handicraftsmen and peasants—all these sink gradually into the proletariat, partly because their diminutive capital does not suffice for the scale on which Modern Industry is carried on, and is swamped in the competition with the large capitalists, partly because their specialised skill is rendered worthless by new methods of production. Thus the proletariat is recruited from all classes of the population.


The proletariat goes through various stages of development. With its birth begins its struggle with the bourgeoisie. At first the contest is carried on by individual labourers, then by the workpeople of a factory, then by the operatives of one trade, in one locality, against the individual bourgeois who directly exploits them. They direct their attacks, not against the bourgeois conditions of production, but against the instruments of production themselves: they destroy imported wares that compete with their labour, they smash machinery to pieces, they set factories ablaze, they seek to restore by force the vanished status of the workman of the Middle Ages.


At this stage the labourers still form an incoherent mass scattered over the whole country, and broken up by their mutual competition. If anywhere they unite to form more compact bodies, this is not yet the consequence of their own active union but of the union of the bourgeoisie, the class, in order to attain its own political ends, that is compelled to set the whole proletariat in motion, and is moreover yet, for a time, able to do so. At this stage, therefore, the proletarians do not fight their enemies, but the enemies of their enemies, the remnants of absolute monarchy, the landowners, the non-industrial bourgeois, and the petty bourgeoisie. Thus the whole historical movement is concentrated in the hands of the bourgeoisie; every victory so obtained is a victory for the bourgeoisie.


But with the development of industry, the proletariat not only increases in number; it becomes concentrated in greater masses, its strength grows, and it feels that strength more. The various interests and conditions of life within the ranks of the proletariat are more and more equalised, in proportion as machinery obliterates all distinctions of labour, and nearly everywhere reduces wages to the same low level. The growing competition among the bourgeois, and the resulting commercial crises, make the wages of the workers ever more fluctuating. The unceasing improvement of machinery, ever more rapidly developing, makes their livelihood more and more precarious; the collisions between individual workmen and individual bourgeois take more and more the character of collisions between two classes. Thereupon the workers begin to form combinations (Trades’ Unions) against the bourgeois; they club together in order to keep up the rate of wages; they found permanent associations in order to make provision beforehand for these occasional revolts. Here and there the contest breaks out into riots.


Now and then the workers are victorious, but only for a time. The real fruit of their battles lies, not in the immediate result, but in the ever-expanding union of the workers. This union is helped by the improved means of communication that are created by modern industry and that places the workers of different localities in contact with one another. This contact was needed to centralise the numerous local struggles, all of the same character, into one national struggle between classes. But every class struggle is a political struggle. And that union, to attain the burghers of the Middle Ages, with their miserable highways, required centuries, the modern proletarians, thanks to railways, achieve in a few years.


This organisation of the proletarians into a class, and consequently into a political party, is continually being upset again by the competition between the workers themselves. But it rises up again, stronger, firmer, mightier. It compels legislative recognition of particular interests of the workers by taking advantage of the divisions among the bourgeoisie itself. Thus the ten-hours’ bill in England was carried.


Altogether collisions between the classes of the old society in many ways further the course of development of the proletariat. The bourgeoisie finds itself involved in a constant battle. At first with the aristocracy and, later on, with those portions of the bourgeoisie itself, whose interests have become antagonistic to the progress of industry; at all times with the bourgeoisie of foreign countries. In all these battles, it sees itself compelled to appeal to the proletariat, to ask for its help, and thus, to drag it into the political arena. The bourgeoisie itself, therefore, supplies the proletariat with its own elements of political and general education, and it furnishes the proletariat with weapons for fighting the bourgeoisie.


Further, as we have already seen, entire sections of the ruling classes are, by the advance of industry, precipitated into the proletariat, or are at least threatened in their conditions of existence. These also supply the proletariat with fresh elements of enlightenment and progress.


Finally, in times when the class struggle nears the decisive hour, the process of dissolution going on within the ruling class, and within the whole range of old society, assumes such a violent, glaring character, that a small section of the ruling class cuts itself adrift and joins the revolutionary class, the class that holds the future in its hands. Just as in an earlier period, a section of the nobility went over to the bourgeoisie; so now a portion of the bourgeoisie goes over to the proletariat, and in particular, a portion of the bourgeois ideologists, who have raised themselves to the level of comprehending theoretically the historical movement as a whole.


Of all the classes that stand face to face with the bourgeoisie today, the proletariat alone is a really revolutionary class. The other classes decay and finally disappear in the face of Modern Industry; the proletariat is its special and essential product.


The lower middle class, the small manufacturer, the shopkeeper, the artisan, the peasant: all these fight against the bourgeoisie, to save from extinction their existence as fractions of the middle class. They are therefore not revolutionary, but conservative. Nay more, they are reactionary, for they try to roll back the wheel of history. If by chance they are revolutionary, they are only so in view of their impending transfer into the proletariat; they defend not their present, but their future interests, and they desert their own standpoint to place themselves at that of the proletariat.


The “dangerous class,” the social scum, that passively rotting mass thrown off by the lowest layers of old society, may, here and there, be swept into the movement by a proletarian revolution; its conditions of life, however, prepare it far more for the part of a bribed tool of reactionary intrigue.


In the conditions of the proletariat, those of old society at large are already virtually swamped. The proletarian is without property; his relation to his wife and children has no longer anything in common with the bourgeois family-relations; modern, industrial labour, modern subjection to capital, the same in England as in France, in America as in Germany, has stripped him of every trace of national character. Law, morality, and religion, are to him so many bourgeois prejudices, behind which lurk in ambush just as many bourgeois interests.


All the preceding classes that got the upper hand sought to fortify their already acquired status by subjecting society at large to their conditions of appropriation. The proletarians cannot become masters of the productive forces of society, except by abolishing their own previous mode of appropriation, and thereby also every other previous mode of appropriation. They have nothing of their own to secure and to fortify; their mission is to destroy all previous securities for, and insurances of, individual property.


All previous historical movements were movements of minorities, or in the interests of minorities. The proletarian movement is the self-conscious, independent movement of the immense majority, in the interests of the immense majority. The proletariat, the lowest stratum of our present society, cannot stir and cannot raise itself up without the whole superincumbent strata of official society being sprung into the air.


Though not in substance, yet in form, the struggle of the proletariat with the bourgeoisie is at first a national struggle. The proletariat of each country must, of course, first settle matters with its own bourgeoisie.


In depicting the most general phases of the development of the proletariat, we traced the more or less veiled civil war, raging within existing society, up to the point where that war breaks out into open revolution, and where the violent overthrow of the bourgeoisie lays the foundation for the sway of the proletariat.


Hitherto, every form of society has been based, as we have already seen, on the antagonism of oppressing and oppressed classes. But in order to oppress a class, certain conditions must be assured to it under which it can, at least, continue its slavish existence. The serf, in the period of serfdom, raised himself to membership in the commune, just as the petty bourgeois, under the yoke of feudal absolutism, managed to develop into a bourgeois. The modern labourer, on the contrary, instead of rising with the progress of industry, sinks deeper and deeper below the conditions of existence of his own class. He becomes a pauper, and pauperism develops more rapidly than population and wealth. And here it becomes evident, that the bourgeoisie is unfit any longer to be the ruling class in society and to impose its conditions of existence upon society as an overriding law. It is unfit to rule because it is incompetent to assure an existence to its slave within his slavery, because it cannot help letting him sink into such a state, that it has to feed him, instead of being fed by him. Society can no longer live under this bourgeoisie, in other words, its existence is no longer compatible with society.


The essential condition for the existence, and for the sway of the bourgeois class, is the formation and augmentation of capital; the condition for capital is wage-labour. Wage-labour rests exclusively on competition between the labourers. The advance of industry, whose involuntary promoter is the bourgeoisie, replaces the isolation of the labourers, due to competition, by their revolutionary combination, due to association. The development of Modern Industry, therefore, cuts from under its feet the very foundation on which the bourgeoisie produces and appropriates products. What the bourgeoisie, therefore, produces, above all, is its own grave-diggers. Its fall and the victory of the proletariat are equally inevitable.


The first attempts of workers to associate among themselves always take place in the form of combinations.


Large-scale industry concentrates in one place as a crowd of people unknown to one another. Competition divides their interests. But the maintenance of wages, this common interest with which they have against their boss, unites them in a common thought of resistance—combination. Thus combination always has a double aim;stopping competition among the workers so that they can carry on general competition with the capitalist. If the first aim of resistance was merely the maintenance of wages, combinations, at first isolated, constitute themselves into groups as the capitalists in their turn unite for the purpose of repression, and in face of always united capital, the maintenance of the association becomes more necessary to them than that of wages. This is so true that English economists are amazed to see the workers sacrifice a good part of their wages in favour of associations, which, in the eyes of these economists, are established solely in favour of wages. In this struggle—a veritable civil war—all the elements necessary for a coming battle unite and develop. Once it has reached this point, association takes on a political character.


Economic conditions had first transformed the mass of the people of the country into workers. The combination of capital has created a common situation for this mass: common interests. This mass is thus already a class as against capital, but not yet for itself. In the struggle, of which we have noted only a few phases, this mass becomes united, and constitutes itself as a class for itself. The interests it defends become class interests. But the struggle of class against class is a political struggle.


In the bourgeoisie we have two phases to distinguish: that in which it constituted itself as a class under the regime of feudalism and absolute monarchy, and that in which, already constituted as a class, it overthrew feudalism and monarchy to make society into a bourgeois society. The first of these phases was longer and necessitated the greater efforts. This, too, began by partial combinations against the feudal lords.


Much research has been carried out to trace the different historical phases that the bourgeoisie has passed through from the commune up to its constitution as a class.


But when it is a question of making a precise study of strikes, combinations and other forms in which the proletarians carry out their organization as a class, some are seized with real fear and others display a transcendental disdain.


An oppressed class is the vital condition for every society founded on the antagonism of classes. The emancipation of the oppressed class thus implies necessarily the creation of a new society. For the oppressed class to be able to emancipate itself, it is necessary that the productive powers already acquired and the existing social relations should no longer be capable of existing side by side. Of all the instruments of production, the greatest productive power is the revolutionary class itself. The organization of revolutionary elements as a class supposes the existence of all the productive forces which could be engendered in the bosom of the old society.


Does this mean that after the fall of the old society there will be a new class domination culminating in a new political power? No.


The condition for the emancipation of the working class is the abolition of every class, just as the condition for the liberation of the third estate, of the bourgeois order, was the abolition of all estates1 and all orders.


The working class, in the course of its development, will substitute for the old civil society an association which will exclude classes and their antagonism, and there will be no more political power properly so-called, since political power is precisely the official expression of antagonism in civil society.


Meanwhile, the antagonism between the proletariat and the bourgeoisie is a struggle of class against class, a struggle which carried to its highest expression is a total revolution. Indeed, is it at all surprising that a society founded on the opposition of classes should culminate in brutal contradiction, the shock of body against body, as its final dénouement?


Do not say that social movement excludes political movement. There is never a political movement which is not at the same time social.


It is only in an order of things in which there are no more classes and class antagonisms that social evolutions will cease to be political revolutions. Till then, on the eve of every general reshuffling of society, the last word of social science will always be:


“Le combat ou la mort; la lutte sanguinaire ou le néant. C’est ainsi que la question est invinciblement posée.”2


The small-holding peasants form a vast mass, the members of which live in similar conditions but without entering into manifold relations with one another. Their mode of production isolates them from one another instead of bringing them into mutual intercourse. The isolation is increased by France’s bad means of communication and by the poverty of the peasants. Their field of production, the small holding, admits of no division of labour in its cultivation, no application of science, and therefore, no diversity of development, no variety of talent, and no wealth of social relationships. Each individual peasant family is almost self-sufficient; it itself directly produces the major part of its consumption and thus acquires its means of life more through exchange with nature than in intercourse with society. A small holding, a peasant and his family; alongside them another small holding, another peasant and another family. A few score of these make up a village, and a few score of villages make up a Department. In this way, the great mass of the French nation is formed by simple addition of homologous magnitudes, much as potatoes in a sack form a sack of potatoes. In so far as millions of families live under economic conditions of existence that separate their mode of life, their interests and their culture from those of the other classes, and put them in hostile opposition to the latter, they form a class. In so far as there is merely a local interconnection among these small-holding peasants, and the identity of their interests begets no community, no national bond, and no political organisation among them, they do not form a class. They are consequently incapable of enforcing their class interests in their own name, whether through a parliament or through a convention. They cannot represent themselves; they must be represented. Their representative must at the same time appear as their master, as an authority over them, as an unlimited governmental power that protects them against the other classes and sends them rain and sunshine from above. The political influence of the small-holding peasants, therefore, finds its final expression in the executive power subordinating society to itself.


The Eighteenth Brumaire of Louis Bonaparte, pp. 478–479


The owners merely of labour-power, owners of capital, and landowners, whose respective sources of income are wages, profit and ground-rent, in other words, wage-labourers, capitalists and landowners, constitute then three big classes of modern society based upon the capitalist mode of production.


In England, modern society is indisputably most highly and classically developed in economic structure. Nevertheless, even here the stratification of classes does not appear in its pure form. Middle and intermediate strata obliterate lines of demarcation everywhere (although incomparably less in rural districts than in the cities). However, this is immaterial for our analysis. We have seen that the continual tendency and law of development of the capitalist mode of production is more to divorce the means of production from labour, and more to concentrate the scattered means of production into large groups, thereby transforming labour into wage-labour and the means of production into capital. And to this tendency, on the other hand, corresponds the independent separation of landed property from capital and labour, or the transformation of all landed property into the form of landed property corresponding to the capitalist mode of production.


The first question to be answered is this: What constitutes a class?—and the reply to this follows naturally from the reply to another question, namely: What makes wage-labourers, capitalists and landlords constitute the three great social classes?


At first glance—the identity of revenues and sources of revenue. There are three great social groups whose members, the individuals forming them, live on wages, profit and ground-rent respectively, on the realisation of their labour-power, their capital, and their landed property.


However, from this standpoint, physicians and officials, e.g., would also constitute two classes, for they belong to two distinct social groups, the members of each of these groups receiving their revenue from one and the same source. The same would also be true of the infinite fragmentation of interest and rank into which the division of social labour splits labourers as well as capitalists and landlords—the latter, e.g., into owners of vineyards, farm owners, owners of forests, mine owners and owners of fisheries.


Capital, Vol. III, pp. 885–886





NOTES


1. That is, all written history. In 1847, the prehistory of society, the social organisation existing previous to recorded history, was all but unknown. [Note by Engels to the English edition of 1888.]


2. Guild-master, that is, a full member of a guild, a master within, not a head of a guild. [Note by Engels to the English edition of 1888.]


3. “Commune” was the name taken, in France, by the nascent towns even before they had conquered from their feudal lords’ and masters’ local self-government and political rights as the “Third Estate.” Generally speaking, for the economical development of the bourgeoisie, England is here taken as the typical country; for its political development, France. [Note by Engels to the English edition of 1888.]


This was the name given their urban communities by the townsmen of Italy and France after they had purchased or wrested their initial rights of self-government from their feudal lords. [Note by Engels to the German edition of 1890.]


The Communist Manifesto, pp. 108–119


NOTES


1. Estates here in the historical sense of the estates of feudalism, estates with definite and limited privileges. The revolution of the bourgeoisie abolished the estates and their privileges. Bourgeois society knows only classes. It was, therefore, absolutely in contradiction with history to describe the proletariat as the “fourth estate.” [Note by F. Engels to the German edition, 1885.]


2. “Combat or death; bloody struggle or extinction. It is thus that the question is inexorably put.” George Sand, Jean Ziska.


The Poverty of Philosophy, pp. 172–175















3. Max Weber*



Class, Status, Party


Economically Determined Power and the Social Order


Law exists when there is a probability that an order will be upheld by a specific staff of men who will use physical or psychical compulsion with the intention of obtaining conformity with the order, or of inflicting sanctions for infringement of it.1 The structure of every legal order directly influences the distribution of power, economic or otherwise, within its respective community. This is true of all legal orders and not only that of the state. In general, we understand by ‘power’ the chance of a man or of a number of men to realize their own will in a communal action even against the resistance of others who are participating in the action.


‘Economically conditioned’ power is not, of course, identical with ‘power’ as such. On the contrary, the emergence of economic power may be the consequence of power existing on other grounds. Man does not strive for power only in order to enrich himself economically. Power, including economic power, may be valued ‘for its own sake.’ Very frequently, the striving for power is also conditioned by the social ‘honor’ it entails. Not all power, however, entails social honor: The typical American Boss, as well as the typical big speculator, deliberately relinquishes social honor. Quite generally, ‘mere economic’ power, and especially ‘naked’ money power, is by no means a recognized basis of social honor, nor is power the only basis of social honor. Indeed, social honor, or prestige, may even be the basis of political or economic power, and very frequently has been. Power, as well as honor, may be guaranteed by the legal order, but, at least normally, it is not their primary source. The legal order is rather an additional factor that enhances the chance to hold power or honor; but it cannot always secure them.


The way in which social honor is distributed in a community between typical groups participating in this distribution we may call the ‘social order.’ The social order and the economic order are, of course, similarly related to the ‘legal order.’ However, the social and the economic order are not identical. The economic order is for us merely the way in which economic goods and services are distributed and used. The social order is, of course, conditioned by the economic order to a high degree, and in its turn reacts upon it.


Now: ‘classes,’ ‘status groups,’ and ‘parties’ are phenomena of the distribution of power within a community.


Determination of Class-Situation by Market-Situation


In our terminology, ‘classes’ are not communities; they merely represent possible, and frequent, bases for communal action. We may speak of a ‘class’ when (1) a number of people have in common a specific causal component of their life chances, in so far as (2) this component is represented exclusively by economic interests in the possession of goods and opportunities for income, and (3) is represented under the conditions of the commodity or labor markets. [These points refer to ‘class situation,’ which we may express more briefly as the typical chance for a supply of goods, external living conditions, and personal life experiences, in so far as this chance is determined by the amount and kind of power, or lack of such, to dispose of goods or skills for the sake of income in a given economic order. The term ‘class’ refers to any group of people that is found in the same class situation.]


It is the most elemental economic fact that the way in which the disposition over material property is distributed among a plurality of people, meeting competitively in the market for the purpose of exchange, in itself creates specific life chances. According to the law of marginal utility, this mode of distribution excludes the non-owners from competing for highly valued goods; it favors the owners, and in fact, gives to them a monopoly to acquire such goods. Other things being equal, this mode of distribution monopolizes the opportunities for profitable deals for all those who, provided with goods, do not necessarily have to exchange them. It increases, at least generally, their power in price wars with those who, being propertyless, have nothing to offer but their services in native form or goods in a form constituted through their own labor, and who above all are compelled to get rid of these products in order barely to subsist. This mode of distribution gives to the propertied a monopoly on the possibility of transferring property from the sphere of use as a ‘fortune,’ to the sphere of ‘capital goods’; that is, it gives them the entrepreneurial function and all chances to share directly or indirectly in returns on capital. All this holds true within the area in which pure market conditions prevail. ‘Property’ and ‘lack of property’ are, therefore, the basic categories of all class situations. It does not matter whether these two categories become effective in price wars or in competitive struggles.


Within these categories, however, class situations are further differentiated: on the one hand, according to the kind of property that is usable for returns; and, on the other hand, according to the kind of services that can be offered in the market. Ownership of domestic buildings; productive establishments; warehouses; stores; agriculturally usable land, large and small holdings—quantitative differences with possibly qualitative consequences; ownership of mines; cattle; men (slaves); disposition over mobile instruments of production, or capital goods of all sorts, especially money or objects that can be exchanged for money easily and at any time; disposition over products of one’s own labor or of others’ labor differing according to their various distances from consumability; disposition over transferable monopolies of any kind—all these distinctions differentiate the class situations of the propertied just as does the ‘meaning’ which they can and do give to the utilization of property, especially to property which has money equivalence. Accordingly, the propertied, for instance, may belong to the class of rentiers or to the class of entrepreneurs.


Those who have no property but who offer services are differentiated just as much according to their kinds of services as according to the way in which they make use of these services, in a continuous or discontinuous relation to a recipient. But always this is the generic connotation of the concept of class: that the kind of chance in the market is the decisive moment which presents a common condition for the individual’s fate. ‘Class situation’ is, in this sense, ultimately ‘market situation.’ The effect of naked possession per se, which among cattle breeders gives the non-owning slave or serf into the power of the cattle owner, is only a forerunner of real ‘class’ formation. However, in the cattle loan and in the naked severity of the law of debts in such communities, for the first time mere ‘possession’ as such emerges as decisive for the fate of the individual. This is very much in contrast to the agricultural communities based on labor. The creditor-debtor relation becomes the basis of ‘class situations’ only in those cities where a ‘credit market,’ however primitive, with rates of interest increasing according to the extent of dearth and a factual monopolization of credits, is developed by a plutocracy. Therewith ‘class struggles’ begin.


Those men whose fate is not determined by the chance of using goods or services for themselves on the market, e.g. slaves, are not, however, a ‘class’ in the technical sense of the term. They are, rather, a ‘status group.’


Communal Action Flowing from Class Interest


According to our terminology, the factor that creates ‘class’ is unambiguously economic interest, and indeed, only those interests involved in the existence of the ‘market.’ Nevertheless, the concept of ‘class-interest’ is an ambiguous one: even as an empirical concept, it is ambiguous as soon as one understands it as something other than the factual direction of interests following with a certain probability from the class situation for a certain ‘average’ of those people subjected to the class situation. The class situation and other circumstances remaining the same, the direction in which the individual worker, for instance, is likely to pursue his interests may vary widely, according to whether he is constitutionally qualified for the task at hand to a high, to an average, or to a low degree. In the same way, the direction of interests may vary according to whether or not a communal action of a larger or smaller portion of those commonly affected by the ‘class situation,’ or even an association among them, e.g. a ‘trade union,’ has grown out of the class situation from which the individual may or may not expect promising results. [Communal action refers to that action which is oriented to the feeling of the actors that they belong together. Societal action, on the other hand, is oriented to a rationally motivated adjustment of interests.] The rise of societal or even of communal action from a common class situation is by no means a universal phenomenon.


The class situation may be restricted in its effects to the generation of essentially similar reactions, that is to say, within our terminology, of ‘mass actions.’ However, it may not have even this result. Furthermore, often merely an amorphous communal action emerges. For example, consider the ‘murmuring’ of the workers known in ancient oriental ethics: the moral disapproval of the work-master’s conduct, which in its practical significance was probably equivalent to an increasingly typical phenomenon of precisely the latest industrial development, namely, the ‘slow down’ (the deliberate limiting of work effort) of laborers by virtue of tacit agreement. The degree in which ‘communal action’ and possibly ‘societal action,’ emerges from the ‘mass actions’ of the members of a class is linked to general cultural conditions, especially to those of an intellectual sort. It is also linked to the extent of the contrasts that have already evolved, and is especially linked to the transparency of the connections between the causes and the consequences of the ‘class situation.’ For however different life chances may be, this fact in itself, according to all experience, by no means gives birth to ‘class action’ (communal action by the members of a class). The fact of being conditioned and the results of the class situation must be distinctly recognizable. For only then the contrast of life chances can be felt not as an absolutely given fact to be accepted, but as a resultant from either (1) the given distribution of property, or (2) the structure of the concrete economic order. It is only then that people may react against the class structure not only through acts of an intermittent and irrational protest, but in the form of rational association. There have been ‘class situations’ of the first category (1), of a specifically naked and transparent sort, in the urban centers of Antiquity and during the Middle Ages; especially then, when great fortunes were accumulated by factually monopolized trading in industrial products of these localities or in foodstuffs, and furthermore, under certain circumstances, in the rural economy of the most diverse periods, when agriculture was increasingly exploited in a profit-making manner. The most important historical example of the second category (2) is the class situation of the modern ‘proletariat.’



Types of ‘Class Struggle’


Thus every class may be the carrier of any one of the possibly innumerable forms of ‘class action,’ but this is not necessarily so: In any case, a class does not in itself constitute a community. To treat ‘class’ conceptually as having the same value as ‘community’ leads to distortion. That men in the same class situation regularly react in mass actions to such tangible situations as economic ones in the direction of those interests that are most adequate to their average number is an important and after all simple fact for the understanding of historical events. Above all, this fact must not lead to that kind of pseudo-scientific operation with the concepts of ‘class’ and ‘class interests’ so frequently found these days, and which has found its most classic expression in the statement of a talented author, that the individual may be in error concerning his interests, but that the ‘class’ is ‘infallible’ about its interests. Yet, if classes as such are not communities, nevertheless class situations emerge only on the basis of communalization. The communal action that brings forth class situations, however, is not basically action between members of the identical class; it is an action between members of different classes. Communal actions that directly determine the class situation of the worker and the entrepreneur are: the labor market, the commodities market, and the capitalistic enterprise. But, in its turn, the existence of a capitalistic enterprise presupposes that a very specific communal action exists and that it is specifically structured to protect the possession of goods per se, and especially the power of individuals to dispose, in principle freely, over the means of production. The existence of a capitalistic enterprise is preconditioned by a specific kind of ‘legal order.’ Each kind of class situation, and above all when it rests upon the power of property per se, will become most clearly efficacious when all other determinants of reciprocal relations are, as far as possible, eliminated in their significance. It is in this way that the utilization of the power of property in the market obtains its most sovereign importance.


Now ‘status groups’ hinder the strict carrying through of the sheer market principle. In the present context they are of interest to us only from this one point of view. Before we briefly consider them, note that not much of a general nature can be said about the more specific kinds of antagonism between ‘classes’ (in our meaning of the term). The great shift, which has been going on continuously in the past, and up to our times, may be summarized, although at the cost of some precision: the struggle in which class situations are effective has progressively shifted from consumption credit toward, first, competitive struggles in the commodity market, and then, toward price wars on the labor market. The ‘class struggles’ of antiquity—to the extent that they were genuine class struggles and not struggles between status groups—were initially carried on by indebted peasants, and perhaps also by artisans threatened by debt bondage and struggling against urban creditors. For debt bondage is the normal result of the differentiation of wealth in commercial cities, especially in seaport cities. A similar situation has existed among cattle breeders. Debt relationships as such produced class action up to the time of Cataline. Along with this, and with an increase in provision of grain for the city by transporting it from the outside, the struggle over the means of sustenance emerged. It centered in the first place around the provision of bread and the determination of the price of bread. It lasted throughout antiquity and the entire Middle Ages. The propertyless as such flocked together against those who actually and supposedly were interested in the dearth of bread. This fight spread until it involved all those commodities essential to the way of life and to handicraft production. There were only incipient discussions of wage disputes in antiquity and in the Middle Ages. But they have been slowly increasing up into modern times. In the earlier periods they were completely secondary to slave rebellions as well as to fights in the commodity market.


The propertyless of antiquity and of the Middle Ages protested against monopolies, pre-emption, forestalling, and the withholding of goods from the market in order to raise prices. Today the central issue is the determination of the price of labor.


This transition is represented by the fight for access to the market and for the determination of the price of products. Such fights went on between merchants and workers in the putting-out system of domestic handicraft during the transition to modern times. Since it is quite a general phenomenon, we must mention here that the class antagonisms that are conditioned through the market situation are usually most bitter between those who actually and directly participate as opponents in price wars. It is not the rentier, the share-holder, and the banker who suffer the ill will of the worker, but almost exclusively the manufacturer and the business executives who are the direct opponents of workers in price wars. This is so in spite of the fact that it is precisely the cash boxes of the rentier, the share-holder, and the banker into which the more or less ‘unearned’ gains flow, rather than into the pockets of the manufacturers or of the business executives. This simple state of affairs has very frequently been decisive for the role the class situation has played in the formation of political parties. For example, it has made possible the varieties of patriarchal socialism and the frequent attempts—formerly, at least—of threatened status groups to form alliances with the proletariat against the ‘bourgeoisie.’



Status Honor


In contrast to classes, status groups are normally communities. They are, however, often of an amorphous kind. In contrast to the purely economically determined ‘class situation’ we wish to designate as ‘status situation’ every typical component of the life fate of men that is determined by a specific, positive or negative, social estimation of honor. This honor may be connected with any quality shared by a plurality, and, of course, it can be knit to a class situation: class distinctions are linked in the most varied ways with status distinctions. Property as such is not always recognized as a status qualification, but in the long run it is, and with extraordinary regularity. In the subsistence economy of the organized neighborhood, very often the richest man is simply the chieftain. However, this often means only an honorific preference. For example, in the so-called pure modern ‘democracy,’ that is, one devoid of any expressly ordered status privileges for individuals, it may be that only the families coming under approximately the same tax class dance with one another. This example is reported of certain smaller Swiss cities. But status honor need not necessarily be linked with a ‘class situation.’ On the contrary, it normally stands in sharp opposition to the pretensions of sheer property.


Both propertied and propertyless people can belong to the same status group, and frequently they do with very tangible consequences. This ‘equality’ of social esteem may, however, in the long run become quite precarious. The ‘equality’ of status among the American ‘gentlemen,’ for instance, is expressed by the fact that outside the subordination determined by the different functions of ‘business,’ it would be considered strictly repugnant—wherever the old tradition still prevails—if even the richest ‘chief,’ while playing billiards or cards in his club in the evening, would not treat his ‘clerk’ as in every sense fully his equal in birthright. It would be repugnant if the American ‘chief’ would bestow upon his ‘clerk’ the condescending ‘benevolence’ marking a distinction of ‘position,’ which the German chief can never dissever from his attitude. This is one of the most important reasons why in America the German ‘clubby-ness’ has never been able to attain the attraction that the American clubs have.


Guarantees of Status Stratification


In content, status honor is normally expressed by the fact that above all else a specific style of life can be expected from all those who wish to belong to the circle. Linked with this expectation are restrictions on ‘social’ intercourse (that is, intercourse which is not subservient to economic or any other of business’s ‘functional’ purposes). These restrictions may confine normal marriages to within the status circle and may lead to complete endogamous closure. As soon as there is not a mere individual and socially irrelevant imitation of another style of life, but an agreed-upon communal action of this closing character, the ‘status’ development is under way.


In its characteristic form, stratification by ‘status groups’ on the basis of conventional styles of life evolves at the present time in the United States out of the traditional democracy. For example, only the resident of a certain street (‘the street’) is considered as belonging to ‘society,’ is qualified for social intercourse, and is visited and invited. Above all, this differentiation evolves in such a way as to make for strict submission to the fashion that is dominant at a given time in society. This submission to fashion also exists among men in America to a degree unknown in Germany. Such submission is considered to be an indication of the fact that a given man pretends to qualify as a gentleman. This submission decides, at least prima facie, that he will be treated as such. And this recognition becomes just as important for his employment chances in ‘swank’ establishments, and above all, for social intercourse and marriage with ‘esteemed’ families, as the qualification for dueling among Germans in the Kaiser’s day. As for the rest: certain families resident for a long time, and of course, correspondingly wealthy, e.g. ‘F. F. V., i.e. First Families of Virginia,’ or the actual or alleged descendants of the ‘Indian Princess’ Pocahontas, of the Pilgrim fathers, or of the Knickerbockers, the members of almost inaccessible sects and all sorts of circles setting themselves apart by means of any other characteristics and badges… all these elements usurp ‘status’ honor. The development of status is essentially a question of stratification resting upon usurpation. Such usurpation is the normal origin of almost all status honor. But the road from this purely conventional situation to legal privilege, positive or negative, is easily traveled as soon as a certain stratification of the social order has in fact been ‘lived in’ and has achieved stability by virtue of a stable distribution of economic power.



‘Ethnic’ Segregation and ‘Caste’


Where the consequences have been realized to their full extent, the status group evolves into a closed ‘caste.’ Status distinctions are then guaranteed not merely by conventions and laws, but also by rituals. This occurs in such a way that every physical contact with a member of any caste that is considered to be ‘lower’ by the members of a ‘higher’ caste is considered as making for a ritualistic impurity and to be a stigma which must be expiated by a religious act. Individual castes develop quite distinct cults and gods.


In general, however, the status structure reaches such extreme consequences only where there are underlying differences which are held to be ‘ethnic.’ The ‘caste’ is, indeed, the normal form in which ethnic communities usually live side-by-side in a ‘societalized’ manner. These ethnic communities believe in blood relationship and exclude exogamous marriage and social intercourse. Such a caste situation is part of the phenomenon of ‘pariah’ peoples and is found all over the world. These people form communities, acquire specific occupational traditions of handicrafts or of other arts, and cultivate a belief in their ethnic community. They live in a ‘diaspora,’ strictly segregated from all personal intercourse, except that of an unavoidable sort, and their situation is legally precarious. Yet, by virtue of their economic indispensability, they are tolerated, indeed, frequently privileged, and they live in interspersed political communities. The Jews are the most impressive historical example.


A ‘status’ segregation grown into a ‘caste’ differs in its structure from a mere ‘ethnic’ segregation: the caste structure transforms the horizontal and unconnected coexistences of ethnically segregated groups into a vertical social system of super- and subordination. Correctly formulated: a comprehensive societalization integrates the ethnically divided communities into specific political and communal action. In their consequences they differ precisely in this way: ethnic coexistences condition a mutual repulsion and disdain but allow each ethnic community to consider its own honor as the highest one; the caste structure brings about a social subordination and an acknowledgment of ‘more honor’ in favor of the privileged caste and status groups. This is due to the fact that in the caste structure ethnic distinctions as such have become ‘functional’ distinctions within the political societalization (warriors, priests, artisans that are politically important for war and for building, and so on). But even pariah people who are most despised are usually apt to continue cultivating in some manner that which is equally peculiar to ethnic and to status communities: the belief in their own specific ‘honor.’ This is the case with the Jews.


Only with the negatively privileged status groups does the ‘sense of dignity’ take a specific deviation. A sense of dignity is the precipitation in individuals of social honor and of conventional demands which a positively privileged status group raises for the deportment of its members. The sense of dignity that characterizes positively privileged status groups is naturally related to their ‘being’ which does not transcend itself, that is, it is to their ‘beauty and excellence.’ Their kingdom is ‘of this world.’ They live for the present and by exploiting their great past. The sense of dignity of the negatively privileged strata naturally refers to a future lying beyond the present, whether it is of this life or of another. In other words, it must be nurtured by the belief in a providential ‘mission’ and by a belief in a specific honor before God. The ‘chosen people’s’ dignity is nurtured by a belief either that in the beyond ‘the last will be the first,’ or that in this life a Messiah will appear to bring forth into the light of the world which has cast them out the hidden honor of the pariah people. This simple state of affairs, and not the ‘resentment’ which is so strongly emphasized in Nietzsche’s much-admired construction in the Genealogy of Morals, is the source of the religiosity cultivated by pariah status groups. In passing, we may note that resentment may be accurately applied only to a limited extent; for one of Nietzsche’s main examples, Buddhism, it is not at all applicable.


Incidentally, the development of status groups from ethnic segregations is by no means the normal phenomenon. On the contrary, since objective ‘racial differences’ are by no means basic to every subjective sentiment of an ethnic community, the ultimately racial foundation of status structure is rightly and absolutely a question of the concrete individual case. Very frequently a status group is instrumental in the production of a thoroughbred anthropological type. Certainly a status group is to a high degree effective in producing extreme types, for they select personally qualified individuals (e.g. the Knighthood selects those who are fit for warfare, physically and psychically). But selection is far from being the only, or the predominant, way in which status groups are formed: Political membership or class situation has at all times been at least as frequently decisive. And today the class situation is by far the predominant factor, for of course the possibility of a style of life expected for members of a status group is usually conditioned economically.



Status Privileges


For all practical purposes, stratification by status goes hand-in-hand with a monopolization of ideal and material goods or opportunities, in a manner we have come to know as typical. Besides the specific status honor, which always rests upon distance and exclusiveness, we find all sorts of material monopolies. Such honorific preferences may consist of the privilege of wearing special costumes, of eating special dishes taboo to others, of carrying arms—which is most obvious in its consequences—the right to pursue certain non-professional dilettante artistic practices, e.g. to play certain musical instruments. Of course, material monopolies provide the most effective motives for the exclusiveness of a status group; although, in themselves, they are rarely sufficient, and almost always they come into play to some extent. Within a status circle there is the question of intermarriage: the interest of the families in the monopolization of potential bridegrooms is at least of equal importance and is parallel to the interest in the monopolization of daughters. The daughters of the circle must be provided for. With an increased inclosure of the status group, the conventional preferential opportunities for special employment grow into a legal monopoly of special offices for the members. Certain goods become objects for monopolization by status groups. In the typical fashion these include ‘entailed estates’ and frequently also the possessions of serfs or bondsmen, and finally, special trades. This monopolization occurs positively when the status group is exclusively entitled to own and to manage them; and negatively when, in order to maintain its specific way of life, the status group must not own and manage them.


The decisive role of a ‘style of life’ in status ‘honor’ means that status groups are the specific bearers of all ‘conventions.’ In whatever way it may be manifest, all ‘stylization’ of life either originates in status groups or is at least conserved by them. Even if the principles of status conventions differ greatly, they reveal certain typical traits, especially among those strata which are most privileged. Quite generally, among privileged status groups there is a status disqualification that operates against the performance of common physical labor. This disqualification is now ‘setting in’ in America against the old tradition of esteem for labor. Very frequently every rational economic pursuit, and especially ‘entrepreneurial activity,’ is looked upon as a disqualification of status. Artistic and literary activity is also considered as degrading work as soon as it is exploited for income, or at least when it is connected with hard physical exertion. An example is the sculptor working like a mason in his dusty smock as over against the painter in his salon-like ‘studio’ and those forms of musical practice that are acceptable to the status group.


Economic Conditions and Effects of Status Stratification


The frequent disqualification of the gainfully employed as such is a direct result of the principle of status stratification peculiar to the social order, and of course, of this principle’s opposition to a distribution of power which is regulated exclusively through the market. These two factors operate along with various individual ones, which will be touched upon below.


We have seen above that the market and its processes ‘knows no personal distinctions’: ‘functional’ interests dominate it. It knows nothing of ‘honor.’ The status order means precisely the reverse, viz.: stratification in terms of ‘honor’ and of styles of life peculiar to status groups as such. If mere economic acquisition and naked economic power still bearing the stigma of its extra-status origin could bestow upon anyone who has won it the same honor as those who are interested in status by virtue of style of life claim for themselves, the status order would be threatened at its very root. This is the more so as, given equality of status honor, property per se represents an addition even if it is not overtly acknowledged to be such. Yet if such economic acquisition and power gave the agent any honor at all, his wealth would result in his attaining more honor than those who successfully claim honor by virtue of style of life. Therefore all groups having interests in the status order react with special sharpness precisely against the pretensions of purely economic acquisition. In most cases they react the more vigorously the more they feel themselves threatened. Calderon’s respectful treatment of the peasant, for instance, as opposed to Shakespeare’s simultaneous and ostensible disdain of the canaille illustrates the different way in which a firmly structured status order reacts as compared with a status order that has become economically precarious. This is an example of a state of affairs that recurs everywhere. Precisely because of the rigorous reactions against the claims of property per se, the ‘parvenu’ is never accepted, personally and without reservation, by the privileged status groups, no matter how completely his style of life has been adjusted to theirs. They will only accept his descendants who have been educated in the conventions of their status group and who have never besmirched its honor by their own economic labor.


As to the general effect of the status order, only one consequence can be stated, but it is a very important one: the hindrance of the free development of the market occurs first for those goods which status groups directly withheld from free exchange by monopolization, which may be effected either legally or conventionally. For example, in many Hellenic cities during the epoch of status groups, and also originally in Rome, the inherited estate (as is shown by the old formula for indication against spendthrifts) was monopolized just as were the estates of knights, peasants, priests, and especially the clientele of the craft and merchant guilds. The market is restricted, and the power of naked property per se, which gives its stamp to ‘class formation,’ is pushed into the background. The results of this process can be most varied. Of course, they do not necessarily weaken the contrasts in the economic situation. Frequently they strengthen these contrasts, and in any case, where stratification by status permeates a community as strongly as was the case in all political communities of antiquity and of the Middle Ages, one can never speak of a genuinely free market competition as we understand it today. There are wider effects than this direct exclusion of special goods from the market. From the contrariety between the status order and the purely economic order mentioned above, it follows that in most instances the notion of honor peculiar to status absolutely abhors that which is essential to the market: higgling. Honor abhors higgling among peers and occasionally it taboos higgling for the members of a status group in general. Therefore, everywhere some status groups, and usually the most influential, consider almost any kind of overt participation in economic acquisition as absolutely stigmatizing.


With some over-simplification, one might thus say that ‘classes’ are stratified according to their relations to the production and acquisition of goods, whereas ‘status groups’ are stratified according to the principles of their consumption of goods as represented by special ‘styles of life.’


An ‘occupational group’ is also a status group. For normally, it successfully claims social honor only by virtue of the special style of life which may be determined by it. The differences between classes and status groups frequently overlap. It is precisely those status communities most strictly segregated in terms of honor (viz. the Indian castes) who today show, though within very rigid limits, a relatively high degree of indifference to pecuniary income. However, the Brahmins seek such income in many different ways.


As to the general economic conditions making for the predominance of stratification by ‘status,’ only very little can be said. When the bases of the acquisition and distribution of goods are relatively stable, stratification by status is favored. Every technological repercussion and economic transformation threatens stratification by status and pushes the class situation into the foreground. Epochs and countries in which the naked class situation is of predominant significance are regularly the periods of technical and economic transformations. And every slowing down of the shifting of economic stratifications leads, in due course, to the growth of status structures and makes for a resuscitation of the important role of social honor.


Parties


Whereas the genuine place of ‘classes’ is within the economic order, the place of ‘status groups’ is within the social order, that is, within the sphere of the distribution of ‘honor.’ From within these spheres, classes and status groups influence one another and they influence the legal order and are in turn influenced by it. But ‘parties’ live in a house of ‘power.’


Their action is oriented toward the acquisition of social ‘power,’ that is to say, toward influencing a communal action no matter what its content may be. In principle, parties may exist in a social ‘club’ as well as in a ‘state.’ As over against the actions of classes and status groups, for which this is not necessarily the case, the communal actions of ‘parties’ always mean a societalization, for party actions are always directed toward a goal which is striven for in planned manner. This goal may be a ‘cause’ (the party may aim at realizing a program for ideal or material purposes), or the goal may be ‘personal’ (sinecures, power, and from these, honor for the leader and the followers of the party). Usually the party action aims at all these simultaneously. Parties are, therefore, only possible within communities that are societalized, that is, which have some rational order and a staff of persons available who are ready to enforce it, for parties aim precisely at influencing this staff, and if possible, to recruit it from party followers.


In any individual case, parties may represent interests determined through ‘class situation’ or ‘status situation,’ and they may recruit their following respectively from one or the other. But they need be neither purely ‘class’ nor purely ‘status’ parties. In most cases they are partly class parties and partly status parties, but sometimes they are neither. They may represent ephemeral or enduring structures. Their means of attaining power may be quite varied, ranging from naked violence of any sort to canvassing for votes with coarse or subtle means: money, social influence, the force of speech, suggestion, clumsy hoax, and so on to the rougher or more artful tactics of obstruction in parliamentary bodies.


The sociological structure of parties differs in a basic way according to the kind of communal action which they struggle to influence. Parties also differ according to whether or not the community is stratified by status or by classes. Above all else, they vary according to the structure of domination within the community. For their leaders normally deal with the conquest of a community. They are, in the general concept which is maintained here, not only products of specially modern forms of domination. We shall also designate as parties the ancient and medieval ‘parties,’ despite the fact that their structure differs basically from the structure of modern parties. By virtue of these structural differences of domination it is impossible to say anything about the structure of parties without discussing the structural forms of social domination per se. Parties, which are always structures struggling for domination, are very frequently organized in a very strict ‘authoritarian’ fashion.…


Concerning ‘classes,’ ‘status groups,’ and ‘parties,’ it must be said in general that they necessarily presuppose a comprehensive societalization, and especially a political framework of communal action, within which they operate. This does not mean that parties would be confined by the frontiers of any individual political community. On the contrary, at all times it has been the order of the day that the societalization (even when it aims at the use of military force in common) reaches beyond the frontiers of politics. This has been the case in the solidarity of interests among the Oligarchs and among the democrats in Hellas, among the Guelfs and among Ghibellines in the Middle Ages, and within the Calvinist party during the period of religious struggles. It has been the case up to the solidarity of the landlords (international congress of agrarian landlords), and has continued among princes (holy alliance, Karlsbad decrees), socialist workers, conservatives (the longing of Prussian conservatives for Russian intervention in 1850). But their aim is not necessarily the establishment of new international political, i.e. territorial, dominion. In the main they aim to influence the existing dominion.2


NOTES


1. Wirtschaft und Gesellschaft, part III, chap. 4, pp. 631–40. The first sentence in paragraph one and the several definitions in this chapter which are in brackets do not appear in the original text. They have been taken from other contexts of Wirtschaft und Gesellschaft.


2. The posthumously published text breaks off here. We omit an incomplete sketch of types of ‘warrior estates.’















4. W. E. B Du Bois*



The Conservation of Races


The American Negro has always felt an intense personal interest in discussions as to the origins and destinies of races: primarily because back of most discussions of race with which he is familiar, have lurked certain assumptions as to his natural abilities, as to his political, intellectual and moral status, which he felt were wrong. He has, consequently, been led to deprecate and minimize race distinctions, to believe intensely that out of one blood God created all nations, and to speak of human brotherhood as though it were the possibility of an already dawning tomorrow.


Nevertheless, in our calmer moments we must acknowledge that human beings are divided into races; that in this country the two most extreme types of the world’s races have met, and the resulting problem as to the future relations of these types is not only of intense and living interest to us, but forms an epoch in the history of mankind.


It is necessary, therefore, in planning our movements, in guiding our future development, that at times we rise above the pressing, but smaller questions of separate schools and cars, wage-discrimination and lynch law, to survey the whole questions of race in human philosophy and to lay, on a basis of broad knowledge and careful insight, those large lines of policy and higher ideals which may form our guiding lines and boundaries in the practical difficulties of every day.… The question, then, which we must seriously consider is this: What is the real meaning of Race; what has, in the past, been the law of race development, and what lessons has the past history of race development to teach the rising Negro people?


When we thus come to inquire into the essential difference of races, we find it hard to come at once to any definite conclusion. Many criteria of race differences have in the past been proposed, such as color, hair, cranial measurements, and language. And manifestly, in each of these respects, human beings differ widely.… Unfortunately for scientists, however, these criteria of race are most exasperatingly intermingled. Color does not agree with texture of hair, for many of the dark races have straight hair; nor does color agree with the breadth of the head, for the yellow Tartar has a broader head than the German; nor, again, has the science of language as yet succeeded in clearing up the relative authority of these various and contradictory criteria.…


Although the wonderful developments of human history teach that the grosser physical differences of color, hair, and bone go but a short way toward explaining the different roles which groups of men have played in Human Progress, yet there are differences—subtle, delicate, and elusive though they may be—which have silently but definitely separated men into groups.… What, then, is a race? It is a vast family of human beings, generally of common blood and language, always of common history, traditions, and impulses, who are both voluntarily and involuntarily striving together for the accomplishment of certain more or less vividly conceived ideals of life.


Turning to real history, there can be no doubt, first, as to the widespread, nay, universal, prevalence of the race idea, the race spirit, the race ideal, and as to its efficiency as the vastest and most ingenious invention of human progress. We, who have been reared and trained under the individualistic philosophy of the Declaration of Independence and the laissez-faire philosophy of Adam Smith, are loath to see and loath to acknowledge this patent fact of human history. We see the Pharaohs, Caesars, Toussaints, and Napoleons of history and forget the vast races of which they were but epitomized expressions. We are apt to think in our American impatience, that while it may have been true in the past that closed race groups made history, that here in conglomerate America, nous avons changer tout cela—we have changed all that and have no need of this ancient instrument of progress.…


The question now is: What is the real distinction between these nations? Is it the physical differences of blood, color, and cranial measurements? Certainly we must all acknowledge that physical differences play a great part.… But while race differences have followed mainly physical race lines, yet no mere physical distinctions would really define or explain the deeper differences—the cohesiveness and continuity of these groups. The deeper differences are spiritual and psychical differences—undoubtedly based on the physical, but infinitely transcending them. The forces that bind together the Teuton nations are, then, first, their race identity and common blood, and secondly, and more important, a common history, common laws and religion, similar habits of thought, and a conscious striving together for certain ideals of life.…


The English nation stood for constitutional liberty and commercial freedom; the German nation for science and philosophy; the Romance nations stood for literature and art; and the other race groups are striving, each in its own way, to develop for civilization its particular message, its particular ideal, which shall help to guide the world nearer to that perfection of human life for which we all long, that “one far off Divine event.”…


Manifestly some of the great races of today—particularly the Negro race—have not as yet given to civilization the full spiritual message which they are capable of giving. I will not say that the Negro-race has yet given no message to the world, for it is still a mooted question among scientists as to just how far Egyptian civilization was Negro in its origin; if it was not wholly Negro, it was certainly very closely allied. Be that as it may, however, the fact still remains that the full, complete Negro message of the whole Negro race has not as yet been given to the world: that the messages and ideal of the yellow race have not been completed, and that the striving of the mighty Slavs has but begun. The question is, then: How shall this message be delivered?; how shall these various ideals be realized? The answer is plain: by the development of these race groups, not as individuals, but as races. For the development of Japanese genius, Japanese literature and art, and Japanese spirit, only Japanese, bound and welded together, Japanese inspired by one vast ideal, can work out in its fullness the wonderful message which Japan has for the nations of the earth. For the development of Negro genius, of Negro literature and art, of Negro spirit, only Negroes bound and welded together, Negroes inspired by one vast ideal, can work out in its fullness that great message we have for humanity. We cannot reverse history; we are subject to the same natural laws as other races, and if the Negro is ever to be a factor in the world’s history—if among the gaily-colored banners that deck the broad ramparts of civilizations is to hang one uncompromising black, then it must be placed there by black hands, fashioned by black heads, and hallowed by the travail of 200,000,000 black hearts beating in one glad song of jubilee.


For this reason, the advance guard of the Negro people—the 8,000,000 people of Negro blood in the United States of America—must soon come to realize that if they are to take their just place in the van of Pan-Negroism, then their destiny is not absorption by the white Americans. That if in America it is to be proven for the first time in the modern world that not only Negroes are capable of evolving individual men like Toussaint, the Saviour, but are a nation stored with wonderful possibilities of culture, then their destiny is not a servile imitation of Anglo-Saxon culture, but a stalwart originality which shall unswervingly follow Negro ideals.


It may, however, be objected here that the situation of our race in America renders this attitude impossible; that our sole hope of salvation lies in our being able to lose our race identity in the commingled blood of the nation; and that any other course would merely increase the friction of races which we call race prejudice, and against which we have so long and so earnestly fought.


Here, then, is the dilemma, and it is a puzzling one, I admit. No Negro who has given earnest thought to the situation of his people in America has failed, at some time in life, to find himself at these cross-roads; has failed to ask himself at some time: What, after all, am I? Am I an American, or am I a Negro? Can I be both? Or is it my duty to cease to be a Negro as soon as possible and be an American? If I strive as a Negro, am I not perpetuating the very cleft that threatens and separates Black and White America? Is not my only possible practical aim the subduction of all that is Negro in me to the American? Does my black blood place upon me any more obligation to assert my nationality than German, or Irish, or Italian blood would?


It is such incessant self-questioning and the hesitation that arises from it that is making the present period a time of vacillation and contradiction for the American Negro; combined race action is stifled, race responsibility is shirked, race enterprises languish, and the best blood, the best talent, the best energy of the Negro people cannot be marshalled to do the bidding of the race. They stand back to make room for every rascal and demagogue who chooses to cloak his selfish deviltry under the veil of race pride.


Is this right? Is it rational? Is it good policy? Have we in America a distinct mission as a race—a distinct sphere of action and an opportunity for race development, or is self-obliteration the highest end to which Negro blood dare aspire?


If we carefully consider what race prejudice really is, we find it, historically, to be nothing but the friction between different groups of people; it is the difference in aim, in feeling, in ideals of two different races; if, now, this difference exists touching territory, laws, language, or even religion, it is manifest that these people cannot live in the same territory without fatal collision; but if, on the other hand, there is substantial agreement in laws, language, and religion; if there is a satisfactory adjustment of economic life, then there is no reason why, in the same country and on the same street, two or three great national ideals might not thrive and develop, that men of different races might not strive together for their race ideals as well, perhaps even better, than in isolation. Here, it seems to me, is the reading of the riddle that puzzles so many of us. We are Americans, not only by birth and by citizenship, but by our political ideals, our language, our religion. Farther than that, our Americanism does not go. At that point, we are Negroes, members of a vast historic race that from the very dawn of creation has slept, but half awakening in the dark forests of its African fatherland. We are the first fruits of this new nation, the harbinger of that black tomorrow which is yet destined to soften the whiteness of the Teutonic today. We are that people whose subtle sense of song has given America its only American music, its only American fairy tales, its only touch of pathos and humor amid its mad money-getting plutocracy. As such, it is our duty to conserve our physical powers, our intellectual endowments, our spiritual ideals; as a race, we must strive by race organization, by race solidarity, by race unity to the realization of that broader humanity that freely recognizes differences in men, but sternly deprecates inequality in their opportunities of development.
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After the Egyptian and Indian, the Greek and Roman, the Teuton and Mongolian, the Negro is a sort of seventh son, born with a veil, and gifted with second-sight in this American world, a world which yields him no true self-consciousness, but only lets him see himself through the revelation of the other world. It is a peculiar sensation, this double-consciousness, this sense of always looking at one’s self through the eyes of others, of measuring one’s soul by the tape of a world that looks on in amused contempt and pity. One ever feels his twoness, an American, a Negro; two souls, two thoughts, two unreconciled strivings; two warring ideals in one dark body, whose dogged strength alone keeps it from being torn asunder.


The history of the American Negro is the history of this strife, this longing to attain self-conscious manhood, to merge his double self into a better and truer self. In this merging he wishes neither of the older selves to be lost. He would not Africanize America, for America has too much to teach the world and Africa. He would not bleach his Negro soul in a flood of white Americanism, for he knows that Negro blood has a message for the world. He simply wishes to make it possible for a man to be both a Negro and an American, without being cursed and spit upon by his fellows, without having the doors of Opportunity closed roughly in his face.


This, then, is the end of his striving: to be a co-worker in the kingdom of culture, to escape both death and isolation, to husband and use his best powers and his latent genius. These powers of body and mind have in the past been strangely wasted, dispersed, or forgotten.















5. Charlotte Perkins Gilman*



Women and Economics


We are the only animal species in which the female depends on the male for food, the only animal species in which the sex-relation is also an economic relation. With us an entire sex lives in a relation of economic dependence upon the other sex, and the economic relation is combined with the sex-relation. The economic status of the human female is relative to the sex-relation.


It is commonly assumed that this condition also obtains among other animals, but such is not the case.… The female bee and ant are economically dependent, but not on the male. The workers are females, too, specialized to economic functions solely. And with the carnivora, if the young are to lose one parent, it might far better be the father: the mother is quite competent to take care of them herself. With many species, as in the case of the common cat, she not only feeds herself and her young, but has to defend the young against the male as well. In no case is the female throughout her life supported by the male.


In the human species the condition is permanent and general, though there are exceptions, and though the present century is witnessing the beginnings of a great change in this respect. We have not been accustomed to face this fact beyond our loose generalization that it was “natural,” and that other animals did so, too.…


In studying the economic position of the sexes collectively, the difference is most marked. As a social animal, the economic status of man rests on the combined and exchanged services of vast numbers of progressively specialized individuals. The economic progress of the race, its maintenance at any period, its continued advance, involve the collective activities of all the trades, crafts, arts, manufactures, inventions, discoveries, and all the civil and military institutions that go to maintain them. The economic status of any race at any time, with its involved effect on all the constituent individuals, depends on their world-wide labors and their free exchange. Economic progress, however, is almost exclusively masculine. Such economic processes as women have been allowed to exercise are of the earliest and most primitive kind. Were men to perform no economic services save such as are still performed by women, our racial status in economics would be reduced to most painful limitations.…


This is not owing… to any inherent disability of sex, but to the present condition of woman, forbidding the development of this degree of economic ability. The male human being is thousands of years in advance of the female in economic status. Speaking collectively, men produce and distribute wealth; and women receive it at their hands.…


Studied individually, the facts are even more plainly visible, more open and familiar.… The comfort, the luxury, the necessities of life itself, which the woman receives, are obtained by the husband, and given to her by him. And, when the woman, left alone with no man to “support” her, tries to meet her own economic necessities, the difficulties which confront her prove conclusively what the general economic status of the woman is.… But we are instantly confronted by the commonly received opinion that, although it must be admitted that men make and distribute the wealth of the world, women earn their share of it as wives. This assumes either that the husband is in the position of employer and the wife as employee, or that marriage is a “partnership,” and the wife an equal factor with the husband in producing wealth.


Economic independence is a relative condition at best. In the broadest sense, all living things are economically dependent upon others.… But in the closest interpretation, individual economic independence among human beings means that the individual pays for what he gets, works for what he gets, gives to the other an equivalent for what the other gives him. I depend on the shoemaker for shoes and the tailor for coats, but, if I give the shoemaker and the tailor enough of my own labor as a house-builder to pay for the shoes and coats they give me, I retain my personal independence. I have not taken of their product, and given nothing of mine. As long as what I get is obtained by what I give, I am economically independent.


Women consume economic goods. What economic product do they give in exchange for what they consume? The claim that marriage is a partnership, in which the two persons married produce wealth which neither of them, separately, could produce, will not bear examination. A man happy and comfortable can produce more than one unhappy and uncomfortable, but this is as true of a father or son as of a husband. To take from a man any of the conditions which make him happy and strong is to cripple his industry, generally speaking. But those relatives who make him happy are not therefore his business partners and entitled to share his income.


Grateful return for happiness conferred is not the method of exchange in a partnership. The comfort a man takes with his wife is not in the nature of a business partnership, nor are her frugality and industry. A housekeeper, in her place, might be as frugal, as industrious, but would not therefore be a partner. Man and wife are partners truly in their mutual obligation to their children—their common love, duty, and service. But a manufacturer who marries, or a doctor, or a lawyer, does not take a partner in his business, when he takes a partner in parenthood, unless his wife is also a manufacturer, a doctor, or a lawyer. In his business, she cannot even advise wisely without training and experience. To love her husband, the composer, does not enable her to compose; and the loss of a man’s wife, though it may break his heart, does not cripple his business, unless his mind is affected by grief. She is in no sense a business partner, unless she contributes capital or experience or labor, as a man would in like relation. Most men would hesitate very seriously before entering a business partnership with any woman, wife or not.


If the wife is not, then, truly a business partner, in what way does she earn from her husband the food, clothing, and shelter she receives at his hands? By house service, it will be instantly replied. This is the general misty idea upon the subject—that women earn all they get, and more, by house service. Here we come to a very practical and definite economic ground. Although not producers of wealth, women serve in the final processes of preparation and distribution. Their labor in the household has a genuine economic value.


For a certain percentage of persons to serve other persons, in order that the ones so served may produce more, is a contribution not to be overlooked. The labor of women in the house, certainly, enables men to produce more wealth than they otherwise could; and in this way women are economic factors in society. But so are horses. The labor of horses enables men to produce more wealth than they otherwise could. The horse is an economic factor in society. But the horse is not economically independent, nor is the woman. If a man plus a valet can perform more useful service than he could minus a valet, then the valet is performing useful service. But, if the valet is the property of the man, is obliged to perform this service, and is not paid for it, he is not economically independent.


The labor which the wife performs in the household is given as part of her functional duty, not as employment. The wife of the poor man, who works hard in a small house, doing all the work for the family, or the wife of the rich man, who wisely and gracefully manages a large house and administers its functions, each is entitled to fair pay for services rendered.


To take this ground and hold it honestly, wives, as earners through domestic service, are entitled to the wages of cooks, housemaids, nursemaids, seamstresses, or housekeepers, and to no more. This would of course reduce the spending money of the wives of the rich, and put it out of the power of the poor man to “support” a wife at all.… But nowhere on earth would there be “a rich woman” by these means. Even the highest class of private housekeeper, useful as her services are, does not accumulate a fortune.…


But the salient fact in this discussion is that, whatever the economic value of the domestic industry of women is, they do not get it. The women who do the most work get the least money, and the women who have the most money do the least work. Their labor is neither given nor taken as a factor in economic exchange. It is held to be their duty as women to do this work; and their economic status bears no relation to their domestic labors, unless an inverse one.…


Without going into either the ethics or the necessities of the case, we have reached so much common ground: the female of genus homo is supported by the male. Whereas, in other species of animals, male and female alike graze and browse, hunt and kill, climb, swim, dig, run, and fly for their livings; in our species the female does not seek her own living in the specific activities of our race, but is fed by the male.…


Knowing how important a factor in the evolution of species is the economic relation, and finding in the human species an economic relation so peculiar, we may naturally look to find effects peculiar to our race. We may expect to find phenomena in the sex-relation and in the economic relation of humanity of a unique character, phenomena not traceable to human superiority, but singularly derogatory to that superiority; phenomena so marked, so morbid, as to give rise to much speculation as to their cause. Are these natural inferences fulfilled? Are these peculiarities in the sex-relation and in the economic relation manifested in human life? Indisputably these are, so plain, so prominent, so imperiously demanding attention, that human thought has been occupied from its first consciousness in trying some way to account for them. To explain and relate these phenomena, separating what is due to normal race-development from what is due to this abnormal sexuo-economic relation, is the purpose of the line of study here suggested.…


We, as a race, manifest an excessive sex-attraction, followed by its excessive indulgence, and the inevitable evil consequence. It urges us to a degree of indulgence which bears no relation to the original needs of the organism, and which is even so absurdly exaggerated as to react unfavorably on the incidental gratification involved; an excess which tends to pervert and exhaust desire as well as to injure reproduction.


The human animal manifests an excess in sex-attraction which not only injures the race through its morbid action on the natural processes of reproduction, but which injures the happiness of the individual through its morbid reaction on his own desires.


What is the cause of this excessive sex-attraction in the human species? The immediately acting cause of sex-attraction is sex-distinction. The more widely the sexes are differentiated, the more forcibly they are attracted to each other. The more highly developed becomes the distinction of sex in either organism, the more intense is its attraction for the other. In the human species we find sex-distinction carried to an excessive degree. Sex-distinction in humanity is so marked as to retard and confuse race-distinction, to check individual distinction, seriously to injure the race. Accustomed as we are simply to accept the facts of life as we find them, to consider people as permanent types instead of seeing them and the whole race in continual change according to the action of many forces, it seems strange at first to differentiate between familiar manifestations of sex distinction, and to say, “This is normal and should not be disturbed. This is abnormal and should be removed.” But that is precisely what must be done.


Normal sex-distinction manifests itself in all species in what are called primary and secondary sex-characteristics. The primary are those organs and functions essential to reproduction; the secondary, those modifications of structure and function which subserve the uses of reproduction ultimately, but are not directly essential, such as the horns of the stag, of use in sex-combat; the plumage of the peacock, of use in sex-competition. All the minor characteristics of beard or mane, comb, wattles, spurs, gorgeous color or superior size, which distinguish the male from the female, these are distinctions of sex. These distinctions are of use to the species through reproduction only, the processes of race-preservation. They are not of use in self-preservation. The creature is not profited personally by his mane or crest or tail-feathers: they do not help him get his dinner or kill his enemies.


On the contrary, they react unfavorably upon his personal gains, if, through too great development, they interfere with his activity or render him a conspicuous mark for enemies. Such development would constitute excessive sex-distinction, and this is precisely the condition of the human race. Our distinctions of sex are carried to such a degree as to be disadvantageous to our progress as individuals and as a race. The sexes in our species are differentiated not only enough to perform their primal functions; not only enough to manifest all sufficient secondary sexual characteristics and fulfil their use in giving rise to sufficient sex-attraction; but so much as seriously to interfere with the processes of self-preservation on the one hand; and, more conspicuous still, so much as to react unfavorably upon the very processes of race-preservation which they are meant to serve. Our excessive sex-distinction, manifesting the characteristics of sex to an abnormal degree, has given rise to a degree of attraction which demands a degree of indulgence that directly injures motherhood and fatherhood. We are not better as parents, nor better as people, for our existing degree of sex-distinction, but visibly worse.…


When, then, it can be shown that sex-distinction in the human race is so excessive as not only to affect injuriously its own purposes, but to check and pervert the progress of the race, it becomes a matter for most serious consideration. Nothing could be more inevitable, however, under our sexuo-economic relation. By the economic dependence of the human female upon the male, the balance of forces is altered. Natural selection no longer checks the action of sexual selection, but co-operates with it. Where both sexes obtain their food through the same exertions, from the same sources, under the same conditions, both sexes are acted upon alike, and developed alike by their environment. Where the two sexes obtain their food under different conditions, and where that difference consists in one of them being fed by the other, then the feeding sex becomes the environment of the fed. Man, in supporting woman, has become her economic environment. Under natural selection, every creature is modified to its environment, developing perforce the qualities needed to obtain its livelihood under that environment. Man, as the feeder of woman, becomes the strongest modifying force in her economic condition. Under sexual selection the human creature is of course modified to its mate, as with all creatures. When the mate becomes also the master, when economic necessity is added to sex-attraction, we have the two great evolutionary forces acting together to the same end; namely, to develop sex-distinction in the human female. For, in her position of economic dependence in the sex-relation, sex-distinction is with her not only as means of attracting a mate, as with all creatures, but as means of getting her livelihood, as is the case with no other creature under heaven. Because of the economic dependence of the human female on her mate, she is modified to sex to an excessive degree. This excessive modification she transmits to her children; and so is steadily implanted in the human constitution the morbid tendency to excess in this relation, which has acted so universally upon us in all ages, in spite of our best efforts to restrain it.… This is the immediate effect upon individuals of the peculiar sexuo-economic relation which obtains among us.















PART II
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THE GREAT TAKEOFF IN INCOME AND WEALTH INEQUALITY


 


This section addresses the rapid takeoff in economic inequalities in the US and many other countries. Although social scientists are often critiqued for failing to predict the recent market crash and the Great Recession that followed, in fact they also failed—just as spectacularly—to predict the takeoff in income inequality some four decades ago. The field has, however, been scrambling ever since, and we now have a good understanding of why the takeoff happened (see Saez, Ch. 6; Piketty, Ch. 7).


At the risk of some oversimplification, the main explanations on offer can be categorized into two key types: (a) those that understand rising inequality in terms of the operation of competitive market forces, and (b) those that instead understand it as the outcome of rent creation and destruction (see Hacker and Pierson, Ch. 10). Within the “competitive market” camp, the single most famous account starts with the claim that technological changes, like the computerization of the economy, were the key exogenous shock that started the takeoff. These technological changes were skill-biased in the sense that they increased the productivity of and demand for highly skilled workers. If the workplace is suddenly chock-full of computers, the employer now needs skilled workers to operate them, and those workers will of course be more productive than their pen-and-paper predecessors were.


How does this technological shock affect wages? The underlying mechanism is very simple: As the productivity of workers in the new computerized economy increases, and as the demand for these workers increases, their wages will increase as well. If this account is on the mark, we should expect further increases in inequality as long as educated workers continue to become more productive and the demand for them continues to outstrip the supply. The takeoff is in this sense expressing nothing more than the inexorable logic of a competitive market (see Goldin and Katz, Ch. 8, for details).


Although most scholars of the takeoff would agree that market forces are part of the story behind the takeoff, hardly anyone now regards this competitive-market account as full and complete. The key alternative accounts instead rely on the concept of rent. By “rent,” we mean returns on an asset, like labor, that are in excess of what would be needed to keep that asset in production in a fully competitive market. If a chief executive officer (CEO), for example, is paid more than they would obtain in a truly competitive market, then that executive is securing rent.


Why might CEOs be overpaid? It is ultimately because those at the top have the power to extract more for themselves: The members of a CEO’s pay-setting board might favor ample compensation packages for the CEO because their interests are served by pleasing someone who is so powerful (see Bebchuk and Fried, Ch. 73, for details). The CEO’s capacity to extract rent is of course but one example of how contemporary economies, far from being highly competitive, are instead rife with opportunities for those at the top to secure ever more for themselves. If rent of this sort is indeed behind the takeoff, it means that extreme inequality is not simply the unfortunate price of running a competitive economy. It is instead an indirect signal of an uncompetitive economy.


These new opportunities for rent among managers, executives, and others at the top are, however, just one side of a rent-based account of the takeoff. It is also important to appreciate that many of the opportunities for less privileged workers to collect rent are withering away. When scholars refer, for example, to the “union wage,” they are simply acknowledging the rent that is collected when those outside the union cannot compete for union jobs and thereby undercut that wage. Although the union wage is therefore a classic form of rent, it is also a declining form because the number of unionized workers is rapidly shrinking in the US (see Western and Rosenfeld, Ch. 11). The simple upshot: The takeoff in income inequality proceeds from the rise of rent at the top and the decline of rent at the bottom.


We do not mean to suggest that all accounts of the takeoff may be neatly characterized as either market-based or rent-based. Although some of the accounts presented in this section take a more hybrid form, this organizing frame is nonetheless useful in bringing some order to one of the richest and most complicated fields in social science.















6. Emmanuel Saez*



Striking It Richer: The Evolution of Top Incomes in the United States


The recent dramatic rise in income inequality in the United States is well documented. But we know less about which groups are winners and which are losers, or how this may have changed over time. Is most of the income growth being captured by an extremely small income elite? Or is a broader upper middle class profiting?…


I explore these questions with a uniquely long-term historical view that allows me to place current developments in deeper context than is typically the case.


Efforts at analyzing long-term trends are often hampered by a lack of good data. In the United States, and most other countries, household income surveys virtually did not exist prior to 1960. The only data source consistently available on a long-run basis is tax data. The U.S. government has published detailed statistics on income reported for tax purposes since 1913, when the modern federal income tax started. These statistics report the number of taxpayers and their total income and tax liability for a large number of income brackets. Combining these data with population census data and aggregate income sources, one can estimate the share of total personal income accruing to various upper-income groups, such as the top 10 percent or top 1 percent.


We define income as the sum of all income components reported on tax returns (wages and salaries, pensions received, profits from businesses, capital income such as dividends, interest, or rents, and realized capital gains) before individual income taxes. We exclude government transfers such as Social Security retirement benefits or unemployment compensation benefits from our income definition. Therefore, our income measure is defined as cash market income before individual income taxes.


Figure 6.1 presents the pre-tax income share of the top decile since 1917 in the United States. In 2015, the top decile includes all families with market income above $124,800. The overall pattern of the top decile share over the century is U-shaped. The share of the top decile is around 45 percent from the mid-1920s to 1940. It declines substantially to just above 32.5 percent in four years during World War II and stays fairly stable around 33 percent until the 1970s. Such an abrupt decline, concentrated exactly during the war years, cannot easily be reconciled with slow technological changes and suggests instead that the shock of the war played a key and lasting role in shaping income concentration in the United States. After decades of stability in the post-war period, the top decile share has increased dramatically over the last twenty-five years and has now regained its pre-war level. Indeed, the top decile share in 2012 is equal to 50.6 percent, a level higher than any other year since 1917 and even surpasses 1928, the peak of stock market bubble in the “roaring” 1920s.
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FIGURE 6.1 The Top Decile Income Share, 1917-2015


Note: [Much of the discussion in this note is based on previous work with Thomas Piketty. All the data described here are available in excel format at http://elsa.berkeley.edu/~saez/TabFig2014prel.xls.] Income is defined as market income (and excludes government transfers). In 2015, top decile includes all families with annual income above $124,800.
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FIGURE 6.2 Decomposing the Top Decile US Income Share into 3 Groups, 1913-2015


Note: Income is defined as market income including capital gains.


Figure 6.2 decomposes the top decile into the top percentile (families with income above $443,000 in 2015) and the next 4 percent (families with income between $180,500 and $443,000), and the bottom half of the top decile (families with income between $124,800 and $180,500). Interestingly, most of the fluctuations of the top decile are due to fluctuations within the top percentile. The drop in the next two groups during World War II is far less dramatic, and they recover from the WWII shock relatively quickly. Finally, their shares do not increase much during the recent decades. In contrast, the top percentile has gone through enormous fluctuations along the course of the twentieth century, from about 18 percent before WWI, to a peak to almost 24 percent in the late 1920s, to only about 9 percent during the 1960s–1970s, and back to almost 23.5 percent by 2007. Those at the very top of the income distribution therefore play a central role in the evolution of U.S. inequality over the course of the twentieth century.


The implications of these fluctuations at the very top can also be seen when we examine trends in real income growth per family between the top 1 percent and the bottom 99 percent in recent years, as illustrated in Table 6.1. From 1993 to 2015, for example, average real incomes per family grew by only 25.7 percent over this 22-year period. However, if one excludes the top 1 percent, average real incomes of the bottom 99 percent grew only by 14.3 percent from 1993 to 2015. Top 1 percent incomes grew by 94.5 percent from 1993 to 2015. This implies that top 1 percent incomes captured 52 percent of the overall economic growth of real incomes per family over the period 1993–2015.


The 1993–2015 period encompasses, however, a dramatic shift in how the bottom 99 percent of the income distribution fared. Table 6.1 next distinguishes between five sub-periods: (1) the 1993–2000 expansion of the Clinton administrations, (2) the 2000-2002 recession, (3) the 2002-2007 expansion of the Bush administrations, (4) the 2007-2009 Great Recession, and (5) 2009-2015. During both expansions, the incomes of the top 1 percent grew extremely quickly by 98.7 percent and 61.8 percent respectively. However, while the bottom 99 percent of incomes grew at a solid pace of 20.3 percent from 1993 to 2000, these incomes grew only 6.8 percent percent from 2002 to 2007. As a result, in the economic expansion of 2002-2007, the top 1 percent captured two thirds of income growth. Those results may help explain the disconnect between the economic experiences of the public and the solid macroeconomic growth posted by the U.S. economy from 2002 to 2007. Those results may also help explain why the dramatic growth in top incomes during the Clinton administration did not generate much public outcry while there has been a great level of attention to top incomes in the press and in the public debate since 2005.
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During both recessions, the top 1 percent incomes fell sharply, by 30.8 percent from 2000 to 2002, and by 36.3 percent from 2007 to 2009. The primary driver of the fall in top incomes during those recessions was the stock market crash, which reduced realized capital gains, and, especially in the 2000–2002 period, the value of executive stock-options. However, bottom 99 percent incomes fell by 11.6 percent from 2007 to 2009 while they fell only by 6.5 percent from 2000 to 2002. Therefore, the top 1 percent absorbed a larger fraction of losses in the 2000-2002 recession (57 percent) than in the Great recession (49 percent). The 11.6 percent fall in bottom 99 percent incomes is the largest fall on record in any two-year period since the Great Depression of 1929–1933.


From 2009 to 2015, average real income per family grew by 13.0 percent (Table 6.1) but the gains were very uneven. Top 1 percent incomes grew by 37.4 percent while bottom 99 percent incomes grew only by 7.6 percent. Hence, the top 1 percent captured 52 percent of the income gains [over this period].…


The top percentile share declined during WWI, recovered during the 1920s boom, and declined again during the Great Depression and WWII. This very specific timing, together with the fact that very high incomes account for a disproportionate share of the total decline in inequality, strongly suggests that the shocks incurred by capital owners during 1914 to 1945 (depression and wars) played a key role. Indeed, from 1913 and up to the 1970s, very top incomes were mostly composed of capital income (mostly dividend income) and to a smaller extent business income, the wage income share being very modest. Therefore, the large decline of top incomes observed during the 1914–1960 period is predominantly a capital income phenomenon.


Interestingly, the income composition pattern at the very top has changed considerably over the century. The share of wage and salary income has increased sharply from the 1920s to the present, and especially since the 1970s. Therefore, a significant fraction of the surge in top incomes since 1970 is due to an explosion of top wages and salaries. Indeed, estimates based purely on wages and salaries show that the share of total wages and salaries earned by the top 1 percent wage income earners has jumped from 5.1 percent in 1970 to 12.4 percent in 2007.


Evidence based on the wealth distribution is consistent with those facts. Estimates of wealth concentration, measured by the share of total wealth accruing to top 1 percent wealth holders, constructed by Wojciech Kopczuk and myself from estate tax returns for the 1916-2000 period in the United States, show a precipitous decline in the first part of the century with only fairly modest increases in recent decades. The evidence suggests that top incomes earners today are not “rentiers” deriving their incomes from past wealth but rather are “working rich,” highly paid employees or new entrepreneurs who have not yet accumulated fortunes comparable to those accumulated during the Gilded Age. Such a pattern might not last for very long. The drastic cuts of the federal tax on large estates could certainly accelerate the path toward the reconstitution of the great wealth concentration that existed in the U.S. economy before the Great Depression.


The labor market has been creating much more inequality over the last thirty years, with the very top earners capturing a large fraction of macroeconomic productivity gains. A number of factors may help explain this increase in inequality, not only underlying technological changes but also the retreat of institutions developed during the New Deal and World War II—such as progressive tax policies, powerful unions, corporate provision of health and retirement benefits, and changing social norms regarding pay inequality. We need to decide as a society whether this increase in income inequality is efficient and acceptable and, if not, what mix of institutional and tax reforms should be developed to counter it.















7. Thomas Piketty*



Capital in the 21st Century


The distribution of wealth is one of today’s most widely discussed and controversial issues. But what do we really know about its evolution over the long term? Do the dynamics of private capital accumulation inevitably lead to the concentration of wealth in ever fewer hands, as Karl Marx believed in the nineteenth century? Or do the balancing forces of growth, competition, and technological progress lead in later stages of development to reduced inequality and greater harmony among the classes, as Simon Kuznets thought in the twentieth century? What do we really know about how wealth and income have evolved since the eighteenth century, and what lessons can we derive from that knowledge for the century now under way?


These are the questions I attempt to answer. Let me say at once that the answers contained herein are imperfect and incomplete. But they are based on much more extensive historical and comparative data than were available to previous researchers, data covering three centuries and more than twenty countries.… Before turning in greater detail to the sources I tried to assemble in preparation for this study, I want to give a quick historical overview of previous thinking about these issues.…


Marx: The Principle of Infinite Accumulation


The most striking fact of [Marx’s] day was the misery of the industrial proletariat. Despite the growth of the economy, or perhaps in part because of it, and because, as well, of the vast rural exodus owing to both population growth and increasing agricultural productivity, workers crowded into urban slums. The working day was long, and wages were very low. A new urban misery emerged, more visible, more shocking, and in some respects, even more extreme than the rural misery of the Old Regime.…


In 1848, on the eve of the “spring of nations” (that is, the revolutions that broke out across Europe that spring), [Marx] published The Communist Manifesto, a short, hard-hitting text, whose first chapter began with the famous words, “A specter is haunting Europe—the specter of communism.” The text ended with the equally famous prediction of revolution: “The development of Modern Industry, therefore, cuts from under its feet the very foundation on which the bourgeoisie produces and appropriates products. What the bourgeoisie therefore produces, above all, are its own gravediggers. Its fall and the victory of the proletariat are equally inevitable.”


Over the next two decades, Marx labored over the voluminous treatise that would justify this conclusion and propose the first scientific analysis of capitalism and its collapse.… His principal conclusion was what one might call the “principle of infinite accumulation,” that is, the inexorable tendency for capital to accumulate and become concentrated in ever fewer hands, with no natural limit to the process. This is the basis of Marx’s prediction of an apocalyptic end to capitalism: either the rate of return on capital would steadily diminish (thereby killing the engine of accumulation and leading to violent conflict among capitalists), or capital’s share of national income would increase indefinitely (which sooner or later would unite the workers in revolt). In either case, no stable socioeconomic or political equilibrium was possible.…


Like his predecessors, Marx totally neglected the possibility of durable technological progress and steadily increasing productivity, which is a force that can to some extent serve as a counterweight to the process of accumulation and concentration of private capital. He no doubt lacked the statistical data needed to refine his predictions. He probably suffered as well from having decided on his conclusions in 1848, before embarking on the research needed to justify them. Marx evidently wrote in great political fervor, which at times led him to issue hasty pronouncements from which it was difficult to escape. That is why economic theory needs to be rooted in historical sources that are as complete as possible, and in this respect Marx did not exploit all the possibilities available to him. What is more, he devoted little thought to the question of how a society in which private capital had been totally abolished would be organized politically and economically—a complex issue if ever there was one, as shown by the tragic totalitarian experiments undertaken in states where private capital was abolished.


Despite these limitations, Marx’s analysis remains relevant in several respects. First, he began with an important question (concerning the unprecedented concentration of wealth during the Industrial Revolution) and tried to answer it with the means at his disposal: economists today would do well to take inspiration from his example. Even more important, the principle of infinite accumulation that Marx proposed contains a key insight, as valid for the study of the twenty-first century as it was for the nineteenth.… If the rates of population and productivity growth are relatively low, then accumulated wealth naturally takes on considerable importance, especially if it grows to extreme proportions and becomes socially destabilizing. In other words, low growth cannot adequately counterbalance the Marxist principle of infinite accumulation: the resulting equilibrium is not as apocalyptic as the one predicted by Marx but is nevertheless quite disturbing. Accumulation ends at a finite level, but that level may be high enough to be destabilizing. In particular, the very high level of private wealth that has been attained since the 1980s and 1990s in the wealthy countries of Europe and in Japan, measured in years of national income, directly reflects the Marxian logic.


From Marx to Kuznets, or Apocalypse to Fairy Tale


Turning from the nineteenth-century analyses of Marx to the twentieth-century analyses of Simon Kuznets, we might say that economists’ no doubt overly developed taste for apocalyptic predictions gave way to a similarly excessive fondness for fairy tales, or at any rate happy endings. According to Kuznets’s theory, income inequality would automatically decrease in advanced phases of capitalist development, regardless of economic policy choices or other differences between countries, until eventually it stabilized at an acceptable level. Proposed in 1955, this was really a theory of the magical postwar years referred to in France as the “Trente Glorieuses,” the thirty glorious years from 1945 to 1975. For Kuznets, it was enough to be patient, and before long, growth would benefit everyone. The philosophy of the moment was summed up in a single sentence: “Growth is a rising tide that lifts all boats.” A similar optimism can also be seen in Robert Solow’s 1956 analysis of the conditions necessary for an economy to achieve a “balanced growth path,” that is, a growth trajectory along which all variables—output, incomes, profits, wages, capital, asset prices, and so on—would progress at the same pace, so that every social group would benefit from growth to the same degree, with no major deviations from the norm. Kuznets’s position was thus diametrically opposed to the Ricardian and Marxist idea of an inegalitarian spiral and antithetical to the apocalyptic predictions of the nineteenth century.


In order to properly convey the considerable influence that Kuznets’s theory enjoyed in the 1980s and 1990s and to a certain extent still enjoys today, it is important to emphasize that it was the first theory of this sort to rely on a formidable statistical apparatus. It was not until the middle of the twentieth century, in fact, that the first historical series of income distribution statistics became available with the publication in 1953 of Kuznets’s monumental Shares of Upper Income Groups in Income and Savings. Kuznets’s series dealt with only one country (the United States) over a period of thirty-five years (1913–1948).…


What did he find? He noted a sharp reduction in income inequality in the United States between 1913 and 1948. More specifically, at the beginning of this period, the upper decile of the income distribution (that is, the top 10 percent of US earners) claimed 45–50 percent of annual national income. By the late 1940s, the share of the top decile had decreased to roughly 30–35 percent of national income. This decrease of nearly 10 percentage points was considerable: for example, it was equal to half the income of the poorest 50 percent of Americans. The reduction of inequality was clear and incontrovertible. This was news of considerable importance, and it had an enormous impact on economic debate in the postwar era in both universities and international organizations.…


In fact, Kuznets himself was well aware that the compression of high US incomes between 1913 and 1948 was largely accidental. It stemmed in large part from multiple shocks triggered by the Great Depression and World War II and had little to do with any natural or automatic process. In his 1953 work, he analyzed his series in detail and warned readers not to make hasty generalizations. But in December 1954, at the Detroit meeting of the American Economic Association, of which he was president, he offered a far more optimistic interpretation of his results than he had given in 1953. It was this lecture, published in 1955 under the title “Economic Growth and Income Inequality,” that gave rise to the theory of the “Kuznets curve.”


According to this theory, inequality everywhere can be expected to follow a “bell curve.” In other words, it should first increase and then decrease over the course of industrialization and economic development. According to Kuznets, a first phase of naturally increasing inequality associated with the early stages of industrialization, which in the United States meant, broadly speaking, the nineteenth century, would be followed by a phase of sharply decreasing inequality, which in the United States allegedly began in the first half of the twentieth century.


Kuznets’s 1955 paper is enlightening. After reminding readers of all the reasons for interpreting the data cautiously and noting the obvious importance of exogenous shocks in the recent reduction of inequality in the United States, Kuznets suggests, almost innocently in passing, that the internal logic of economic development might also yield the same result, quite apart from any policy intervention or external shock. The idea was that inequalities increase in the early phases of industrialization, because only a minority is prepared to benefit from the new wealth that industrialization brings. Later, in more advanced phases of development, inequality automatically decreases as a larger and larger fraction of the population partakes of the fruits of economic growth.


The “advanced phase” of industrial development is supposed to have begun toward the end of the nineteenth or the beginning of the twentieth century in the industrialized countries, and the reduction of inequality observed in the United States between 1913 and 1948 could therefore be portrayed as one instance of a more general phenomenon, which should theoretically reproduce itself everywhere, including underdeveloped countries then mired in postcolonial poverty. The data Kuznets had presented in his 1953 book suddenly became a powerful political weapon.…


The Sources Used in This Study


The World Top Incomes Database (WTID), which is based on the joint work of some thirty researchers around the world, is the largest historical database available concerning the evolution of income inequality; it is the primary source of data here.


The second most important source of data… concerns wealth, including both the distribution of wealth and its relation to income. Wealth also generates income and is therefore important on the income study side of things as well. Indeed, income consists of two components: income from labor (wages, salaries, bonuses, earnings from nonwage labor, and other remuneration statutorily classified as labor-related) and income from capital (rent, dividends, interest, profits, capital gains, royalties, and other income derived from the mere fact of owning capital in the form of land, real estate, financial instruments, industrial equipment, etc., again regardless of its precise legal classification). The WTID contains a great deal of information about the evolution of income from capital over the course of the twentieth century.


It is nevertheless essential to complete this information by looking at sources directly concerned with wealth.… In the first place, just as income tax returns allow us to study changes in income inequality, estate tax returns enable us to study changes in the inequality of wealth.… We can also use data that allow us to measure the total stock of national wealth (including land, other real estate, and industrial and financial capital) over a very long period of time. We can measure this wealth for each country in terms of the number of years of national income required to amass it.…


The Major Results of This Study


What are the major conclusions to which these novel historical sources have led me? The first is that one should be wary of any economic determinism in regard to inequalities of wealth and income. The history of the distribution of wealth has always been deeply political, and it cannot be reduced to purely economic mechanisms. In particular, the reduction of inequality that took place in most developed countries between 1910 and 1950 was above all a consequence of war and of policies adopted to cope with the shocks of war. Similarly, the resurgence of inequality after 1980 is due largely to the political shifts of the past several decades, especially in regard to taxation and finance. The history of inequality is shaped by the way economic, social, and political actors view what is just and what is not, as well as by the relative power of those actors and the collective choices that result. It is the joint product of all relevant actors combined.


The second conclusion… is that the dynamics of wealth distribution reveal powerful mechanisms pushing alternately toward convergence and divergence. Furthermore, there is no natural, spontaneous process to prevent destabilizing, inegalitarian forces from prevailing permanently.


Consider first the mechanisms pushing toward convergence, that is, toward reduction and compression of inequalities. The main forces for convergence are the diffusion of knowledge and investment in training and skills. The law of supply and demand, as well as the mobility of capital and labor, which is a variant of that law, may always tend toward convergence as well, but the influence of this economic law is less powerful than the diffusion of knowledge and skill and is frequently ambiguous or contradictory in its implications. Knowledge and skill diffusion is the key to overall productivity growth as well as the reduction of inequality both within and between countries. We see this at present in the advances made by a number of previously poor countries, led by China. These emergent economies are now in the process of catching up with the advanced ones. By adopting the modes of production of the rich countries and acquiring skills comparable to those found elsewhere, the less developed countries have leapt forward in productivity and increased their national incomes. The technological convergence process may be abetted by open borders for trade, but it is fundamentally a process of the diffusion and sharing of knowledge—the public good par excellence—rather than a market mechanism.…


Forces of Convergence, Forces of Divergence


I will pay particular attention in this study to certain worrisome forces of divergence—particularly worrisome in that they can exist even in a world where there is adequate investment in skills and where all the conditions of “market efficiency” (as economists understand that term) appear to be satisfied. What are these forces of divergence? First, top earners can quickly separate themselves from the rest by a wide margin (although the problem to date remains relatively localized). More importantly, there is a set of forces of divergence associated with the process of accumulation and concentration of wealth when growth is weak and the return on capital is high. This second process is potentially more destabilizing than the first, and it no doubt represents the principal threat to an equal distribution of wealth over the long run.


To cut straight to the heart of the matter: in Figures 7.1 and 7.2 I show two basic patterns that I will try to explain in what follows. Each graph represents the importance of one of these divergent processes. Both graphs depict “U-shaped curves,” that is, a period of decreasing inequality followed by one of increasing inequality. One might assume that the realities the two graphs represent are similar. In fact, they are not. The phenomena underlying the various curves are quite different and involve distinct economic, social, and political processes. Furthermore, the curve in Figure 7.1 represents income inequality in the United States, while the curves in Figure 7.2 depict the capital/income ratio in several European countries (Japan, though not shown, is similar). It is not out of the question that the two forces of divergence will ultimately come together in the twenty-first century. This has already happened to some extent and may yet become a global phenomenon, which could lead to levels of inequality never before seen, as well as to a radically new structure of inequality. Thus far, however, these striking patterns reflect two distinct underlying phenomena.


The US curve, shown in Figure 7.1, indicates the share of the upper decile of the income hierarchy in US national income from 1910 to 2010. It is nothing more than an extension of the historical series Kuznets established for the period 1913–1948. The top decile claimed as much as 45–50 percent of national income in the 1910s–1920s before dropping to 30–35 percent by the end of the 1940s. Inequality then stabilized at that level from 1950 to 1970. We subsequently see a rapid rise in inequality in the 1980s, until by 2000 we have returned to a level on the order of 45–50 percent of national income. The magnitude of the change is impressive. It is natural to ask how far such a trend might continue.
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FIGURE 7.1 Income Inequality in the US, 1910-2010


The top decile share in U.S. national income dropped from 45-50% in the 1910s–1920s to less than 35% in the 1950s. (This is the fall documented by Kuznets); it then rose from less than 35% in the 1970s to 45-50% in the 2000s–2010s. Sources and series: see piketty. pse. ens. fr/capital21c.


This spectacular increase in inequality largely reflects an unprecedented explosion of very elevated incomes from labor, a veritable separation of the top managers of large firms from the rest of the population. One possible explanation of this is that the skills and productivity of these top managers rose suddenly in relation to those of other workers. Another explanation, which to me seems more plausible and turns out to be much more consistent with the evidence, is that these top managers by and large have the power to set their own remuneration, in some cases without limit, and in many cases without any clear relation to their individual productivity, which in any case is very difficult to estimate in a large organization. This phenomenon is seen mainly in the United States and to a lesser degree in Britain, and it may be possible to explain it in terms of the history of social and fiscal norms in those two countries over the past century. The tendency is less marked in other wealthy countries (such as Japan, Germany, France, and other continental European states), but the trend is in the same direction.…


The Fundamental Force for Divergence: r > g



The second pattern, represented in Figure 7.2, reflects a divergence mechanism that is in some ways simpler and more transparent and no doubt exerts greater influence on the long-run evolution of the wealth distribution. Figure 7.2 shows the total value of private wealth (in real estate, financial assets, and professional capital, net of debt) in Britain, France and Germany, expressed in years of national income, for the period 1870–2010. Note, first of all, the very high level of private wealth in Europe in the late nineteenth century: the total amount of private wealth hovered around six or seven years of national income, which is a lot. It then fell sharply in response to the shocks of the period 1914–1945: the capital/income ratio decreased to just 2 or 3. We then observe a steady rise from 1950 on, a rise so sharp that private fortunes in the early twenty-first century seem to be on the verge of returning to five or six years of national income in both Britain and France. (Private wealth in Germany, which started at a lower level, remains lower, but the upward trend is just as clear.)


This “U-shaped curve” reflects an absolutely crucial transformation.… In particular, the return of high capital/income ratios over the past few decades can be explained in large part by the return to a regime of relatively slow growth. In slowly growing economies, past wealth naturally takes on disproportionate importance because it takes only a small flow of new savings to increase the stock of wealth steadily and substantially.
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FIGURE 7.2 The capital/income ratio in Europe, 1870-2010


Aggregate private wealth was worth about 6–7 years of national income in Europe in 1910, between 2 and 3 years in 1950, and between 4 and 6 years in 2010. Sources and series: see piketty. pse. ens. fr/capital21c.


If, moreover, the rate of return on capital remains significantly above the growth rate for an extended period of time (which is more likely when the growth rate is low, though not automatic), then the risk of divergence in the distribution of wealth is very high.


This fundamental inequality, which I will write as r > g (where r stands for the average annual rate of return on capital, including profits, dividends, interest, rents, and other income from capital, expressed as a percentage of its total value, and g stands for the rate of growth of the economy, that is, the annual increase in income or output), plays a crucial role. In a sense, it sums up the overall logic of my conclusions.


When the rate of return on capital… significantly exceeds the growth rate of the economy (as it did through much of history until the nineteenth century and as is likely to be the case again in the twenty-first century), then it logically follows that inherited wealth grows faster than output and income. People with inherited wealth need save only a portion of their income from capital to see that capital grow more quickly than the economy as a whole. Under such conditions, it is almost inevitable that inherited wealth will dominate wealth amassed from a lifetime’s labor by a wide margin, and the concentration of capital will attain extremely high levels—levels potentially incompatible with the meritocratic values and principles of social justice fundamental to modern democratic societies.…


To sum up what has been said thus far: the process by which wealth is accumulated and distributed contains powerful forces pushing toward divergence, or at any rate toward an extremely high level of inequality. Forces of convergence also exist, and in certain countries at certain times, these may prevail, but the forces of divergence can at any point regain the upper hand, as seems to be happening now, at the beginning of the twenty-first century. The likely decrease in the rate of growth of both the population and the economy in coming decades makes this trend all the more worrisome.


My conclusions are less apocalyptic than those implied by Marx’s principle of infinite accumulation and perpetual divergence (since Marx’s theory implicitly relies on a strict assumption of zero productivity growth over the long run). In the model I propose, divergence is not perpetual and is only one of several possible future directions for the distribution of wealth. But the possibilities are not heartening. Specifically, it is important to note that the fundamental r > g inequality, the main force of divergence in my theory, has nothing to do with any market imperfection. Quite the contrary: the more perfect the capital market (in the economist’s sense), the more likely r is to be greater than g.…



Conclusion


The problem is enormous, and there is no simple solution. Growth can of course be encouraged by investing in education, knowledge, and nonpolluting technologies. But none of these will raise the growth rate to 4 or 5 percent a year. History shows that only countries that are catching up with more advanced economies—such as Europe during the three decades after World War II or China and other emerging economies today—can grow at such rates. For countries at the technological frontier—and thus ultimately for the planet as a whole—there is ample reason to believe that the growth rate will not exceed 1–1.5 percent in the long run, no matter what economic policies are adopted.


With an average return on capital of 4–5 percent, it is therefore likely that r > g will again become the norm in the twenty-first century, as it had been throughout history until the eve of World War I. In the twentieth century, it took two world wars to wipe away the past and significantly reduce the return on capital, thereby creating the illusion that the fundamental structural contradiction of capitalism (r > g) had been overcome.


To be sure, one could tax capital income heavily enough to reduce the private return on capital to less than the growth rate. But if one did that indiscriminately and heavy-handedly, one would risk killing the motor of accumulation and thus further reducing the growth rate. Entrepreneurs would then no longer have the time to turn into rentiers, since there would be no more entrepreneurs.


The right solution is a progressive annual tax on capital. This will make it possible to avoid an endless inegalitarian spiral while preserving competition and incentives for new instances of primitive accumulation.… The difficulty is that this solution, the progressive tax on capital, requires a high level of international cooperation and regional political integration. It is not within the reach of the nation-states in which earlier social compromises were hammered out. Many people worry that moving toward greater cooperation and political integration within, say, the European Union only undermines existing achievements (starting with the social states that the various countries of Europe constructed in response to the shocks of the twentieth century) without constructing anything new other than a vast market predicated on ever purer and more perfect competition. Yet pure and perfect competition cannot alter the inequality r > g, which is not the consequence of any market “imperfection.” On the contrary. Although the risk is real, I do not see any genuine alternative: if we are to regain control of capitalism, we must bet everything on democracy—and in Europe, democracy on a European scale. Larger political communities, such as in the United States and China, have a wider range of options, but for the small countries of Europe, which will soon look very small indeed in relation to the global economy, national withdrawal can only lead to even worse frustration and disappointment than currently exists with the European Union. The nation-state is still the right level at which to modernize any number of social and fiscal policies and to develop new forms of governance and shared ownership intermediate between public and private ownership, which is one of the major challenges for the century ahead. But only regional political integration can lead to effective regulation of the globalized patrimonial capitalism of the twenty-first century.
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TABLE 6.1 Real Income Growth by Groups

Average Top 1% Bottom 99% Fraction of total
Income Incomes Incomes growth (or loss)
Real Growth Real Growth Real Growth captured by top 1%
(1) (2) (3) (4)

Full period 1993-2015 25.7% 94.5% 14.3% 52%

Clinton Expansion 1993-2000 31.5% 98.7% 20.3% 45%

2001 Recession 2000-2002 11.7% -30.8% -6.5% 57%

Bush Expansion 2002-2007 16.1% 61.8% 6.8% 65%

Great Recession 2007-2009 -17.4% -36.3% -11.6% 49%

Recovery 2009-2015 13.0% 37.4% 7.6% 52%

Computations based on family market income including realized capital gains (before individual taxes). Incomes exclude government transfers
(such as unemployment insurance and social security) and non-taxable fringe benefits. Incomes are deflated using the Consumer Price Index.
Column (4) reports the fraction of total real family income growth (or loss) captured by the top 1%. For example, from 2002 to 2007, average real
family incomes grew by 16.1% but 65% of that growth accrued to the top 1% while only 35% of that growth accrued to the bottom 99% of US

families.

Source: Piketty and Saez (2003), series updated to 2015.
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