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Introduction

In the richest country on earth at the peak of prosperity, one family
in seven—if not more—lives in poverty. In a country that has the
capacity to assure every one of its citizens a continuing income, the
future for millions is insecure. In a nation that professes its devotion
to democracy, an eighth of the people, members of racial minorities,
are denied equality of opportunity. This is America in the last third
of the 20th century. These are its social problems: poverty, insecurity,
and inequality of opportunity.

Measures designed to solve these problems are frequently denounced
as instruments of a welfare state. Concern for social welfare, it is said,
makes men dependent on government and thus is alien to the American
tradition of self-reliance, industry, and thrift. But it is difficult to
accept the view that welfare is unworthy as a goal of policy—that its
alternative, illfare, is to be preferred. And it certainly is not true that
concern for social welfare is un-American. From the initiation of free
public education, the abolition of slavery, the enactment of protective
labor legislation, and the provision of public charity to the needy, all in
the 19th century, to the inauguration of the social security system in
the 20th, action to ease the lot of the less fortunate has sprung from the
American soil. Measures proposed today may differ in detail from
those adopted a century or more ago. But the purpose that inspires
them is the same.

Advances in welfare provisions come by fits and starts as social crises
impress the need for action on the public consciousness. It was a crisis
of major proportions that produced the social reforms of the Roosevelt
New Deal. The nation’s economy had broken down. The national
product had dropped from $80 billion in 1929 to $40 billion in 1932.
Fifteen million workers were unemployed. Wage payments had de-
clined by three fifths. Nine million savings accounts had been wiped
out. Between 1932 and 1938, the average number of families living on
public charity was more than six million, nearly a fifth of the nation’s
households. During the period as a whole, 20 million families were
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2 Introduction

dependent for a time on public aid. It was against this background that
Congress moved to enact a program of social reform. In these circam-
stances, its emphasis was on social security.

During the forties, attention shifted to the war and to the problems of
international reconstruction. In the fifties, the existence of social prob-
lems was generally ignored or denied. It was not until the sixties that
social reform again moved to the center of the stage. Now the situation
was different than in the thirties. The economy as a whole was func-
tioning successfully. Business depressions had been brought under con-
trol. Unemployment was of minor proportions. Poverty was far less
extensive than before. The problems of social welfare were now prob-
lems of particular groups. But these problems were persistent. Despite
continued prosperity, there remained, year after year, a hard core of
the unemployed. Despite pervasive affluence, there remained a hard
core of the poor. And among the groups presenting these problems,
there were disproportionate numbers from racial minorities.

In this situation, under the Johnson administration in 1965 and 1966,
there came the greatest rush of social legislation in the nation’s history.
There were measures to extend and strengthen existing programs
(social security, urban renewal), new programs affording opportuni-
ties for employment (area redevelopment, vocational retraining), pro-
grams embodying new policies (federal scholarships for higher educa-
tion, rental subsidies for the poor), and programs that had long been
bitterly opposed (health insurance for the aged, federal aid to local
schools). There was the declaration of a “war on poverty” with
federal support for varied programs developed by local bodies, their
membership including representatives of the poor. And finally, there
were measures designed to put an end to racial discrimination in edu-
cation, in employment, and in the field of civil rights.

How was this rush of reform to be explained? The country was
prosperous. Jobs were plentiful. Levels of living were high. Most
people felt reasonably secure. The troubles that led to the reforms of
the Roosevelt New Deal were virtually unknown. But there was one
new driving force that demanded change. A century after his emanci-
pation from slavery, the Negro was asserting his right to equality. A
host of other problems were allied with the problem of race: the
deterioration of the cities, the failure of urban education, growing
child dependency, youthful unemployment, increasing delinquency,
violence in the city streets. All of this stirred the conscience of the
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white community and aroused its fears. Something had to be done. In
addition, there was the fact that President Johnson, elected in 1964
with large majorities in both houses of the Congress, now exerted his
leadership to move the country toward the eradication of poverty and
the assurance to every American of an equal chance.

This brave beginning came to an untimely end with the escalation of
the war in Vietnam. Attention was diverted from America to Asia.
Guns were given priority over butter. The programs inaugurated in
the earlier years were continued, but not expanded. The zeal that had
inspired them was gone. But the problems they sought to solve re-
mained. These problems are still with us. They will have to be faced
again someday, some way, somehow.

A great variety of measures have been adopted or proposed for the
purpose of ameliorating poverty, assuring security, and providing
equality of opportunity. Some of them, however well intentioned, may
operate to do more harm than good. Some of them may serve only as
palliatives, lightening the burdens of those who are less fortunate, but
not preventing their misfortune. By attacking the causes of misfortune,
some of the measures may prevent its recurrence.

There are certain questions that must be asked of every program for
social reform, adopted or proposed. What will be its economic effects?
Will it be politically acceptable? Can it be efficiently administered?
How is it to be brought about? These are the questions that will be
asked in this volume concerning programs that attack the social prob-
lems of poverty, insecurity, and inequality of opportunity.






PART |

The problems






Inequality in income
and wealth

I n no country at no time have income and wealth been distributed
equally. Everywhere and always there have been some people who
were relatively rich, others who were relatively poor. The extent of
inequality has varied from place to place and from time to time. In
some cases, the disparity has been extreme: the rich living at the
height of luxury, the poor enduring the deepest misery. In others,
the disparity has been moderate, with no one enjoying great luxury,
no one condemned to misery. But even here some people have been
better off than others: income and wealth have been distributed un-
equally.

In this chapter, we shall examine the extent of inequality in the distri-
bution of income and wealth in the United States, comparing it with
that found in other countries and observing its changing pattern
over time. Then we shall go on to consider the consequences of
inequality—its disadvantages and its advantages.

The extent of inequality

There is substantial inequality in the distribution of income in the
United States, but greater inequality in the ownership of wealth. The
degree of inequality, however, is about the same in this country as in
other advanced countries of the West and much lower than in the less
developed countries of the world. And inequality is far less marked in
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