WHY GROWING GOVERNMENT IS A GREATER
POLITICAL MENACE THAN GROWING INEQUALITY

ILyA SOMIN*

In his important new book, The Crisis of the Middle-Class Constitution,
Ganesh Sitaraman argues that growing economic inequality over the last several
decades and the resulting decline of the middle class is “the number one threat
to American constitutional government.”! He also contends that the American
Founding Fathers sought to establish a “middle-class constitution” in which the
avoidance of extremes of wealth and poverty would ensure the stability of
democratic government, and that the struggle to preserve and extend the middle-
class constitution is a major theme of American constitutional history.

These are bold and provocative claims, but large elements of them fail to
withstand scrutiny. Economic inequality is not as serious a threat to our political
system as the growing size and complexity of government. These forces make it
increasingly difficult for ordinary people to exercise effective control over
government—or even to understand what it is doing. Ironically, the policies
Sitaraman and others advocate as solutions to inequality would make this
problem worse.

In addition, Sitaraman’s focus on the Founders’ fear of excessive inequality
of wealth leads him to ignore their much stronger concern for protecting liberty
and property rights, and limiting and decentralizing government power. These
latter ideas can help us address the more dangerous elements of our present
situation.

While Sitaraman overstates the dangers of inequality, he is right to highlight
the perils of declining opportunity for the poor and lower-middle class, and the
ways in which the modern state offers all too many opportunities for the wealthy
and powerful to enrich themselves at the expense of the public interest. These
are difficult challenges to overcome. But there are ways to mitigate these
problems, while simultaneously reducing the size and complexity of government
that have undermined democratic accountability and empowered unscrupulous
elites.

In a series of insightful chapters early in the book, Sitaraman contrasts
America’s “middle-class constitution” with the “class warfare” constitutions of
ancient Rome and early modern political theorists such as Machiavelli, among
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others. The latter sought to balance economic classes by giving each control over
different institutions of government. By contrast, the U.S. Constitution does not
give over any branch of government to either the wealthy or any other class.
Rather, according to Sitaraman’s analysis, the Founders relied on the “relative”
economic equality of America to keep the wealthy in check. Sitaraman quotes
James Madison, Thomas Jefferson, and other Founders on the desirability of
avoiding extremes of wealth and poverty in order to ensure constitutional
stability. He also cites data from economic historians suggesting that early
America’s income distribution (at least among whites) was more equal than that
of European nations.

Whether the Constitution was really designed to constrain wealth disparities
by keeping the wealthy from accumulating too much income and property is
questionable. While many of the Founders indeed feared potential elite
domination in the event that inequality became too great, they also placed great
emphasis on the need to protect property rights and economic liberty. In an
otherwise thorough and penetrating analysis of Madison’s Federalist 10,
Sitaraman neglects to consider the famous passage where the “Father of the
Constitution” wrote that “the protection of different and unequal faculties of
acquiring property” is “the first object of government.”? Similarly, in his famous
1792 essay “On Property,” Madison wrote that “Government is instituted to
protect property of every sort. . . This being the end of government, that alone is
a just government, which impartially secures to every man, whatever is his
own.””

Other leading Founders, including Alexander Hamilton, John Adams, Robert
Morris, and others, made similar statements emphasizing the importance of
protecting property rights. To put it mildly, they do not come across as men
eager to use redistribution or regulation to constrain disparities of wealth and
income.

This is not to suggest, however, that they wanted to give the wealthy free rein
to control government power as they see fit. Some of the Founders feared not
just that the poor might expropriate or abuse the rich, but also that the latter
might oppress the former. They hoped that abuses of power—including both
those of the wealthy and those of majority public opinion—would be constrained
by elaborate systems of checks and balances such as the separation of powers,
federalism, and judicial review, among others. The fact that the powers of the
new federal government were intended to be strictly limited in scope (“few and
defined,” as Madison put it), was another important source of constraint.

Of course, what the Founders hoped or expected may not be fully relevant to
the present day, given vast changes in conditions. As Sitaraman notes, concern
about inequality and the power of the wealthy increased during the late
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nineteenth and early twentieth centuries, and has grown again during the present
era.

Still, inequality and the threat of domination by the wealthy is not as great a
threat as Sitaraman and others claim. In line with a great many other thinkers,
Sitaraman contends that the growth in income inequality since the early 1970s
has increased the relative political power of the wealthy, quite likely even to the
point where we are threatened with the establishment of an “oligarchy.”

So far at least, the evidence provides little support for such sweeping claims.
Like other commentators concerned about the political effects of economic
inequality, Sitaraman relies heavily on the work of political scientist Martin
Gilens in his important 2012 book Affluence and Influence,* and his later article
coauthored with Benjamin Page.’ Gilens’ and Page’s work does indeed show
that affluent Americans have far more influence than the poor and middle class.
But it also shows little or no increase in the influence gap between the mid-1960s
and mid-2000s (the period covered by their work). Indeed, Gilens’ book
indicates that, during that timeframe, the period when the federal government
was most responsive to the views of poor and lower-class Americans was the
administration of George W. Bush! While the wealthy do have greater per capita
influence than the poor, growing income inequality probably has not done much
to increase the gap.

Moreover, other studies indicate that the middle class and the wealthy actually
agree on most issues (over 90 percent of those analyzed by Gilens and Page),
and that the wealthy “win” only about half the time in the relatively rare
instances when the two groups differ.® American politics is currently in flux, and
it is possible there will be some sort of realignment in the next few years. But,
at least at the moment, it does not appear that conflict between economic classes
is anywhere close to being the main axis of divergence in our political system.
In the 2016 election, race, religion, and education’ were far more significant
determinants of vote choice than income.

On average, a wealthy person has greater influence per capita than a middle-
class one. But that is considerably mitigated by the fact that the wealthy are not
a unified bloc, are at odds with each other on many issues, and regularly
prioritize political agendas unrelated to economic class differences.

Nonetheless, Sitaraman is right to worry that the middle class—and ordinary
voters generally—have to a considerable degree lost meaningful control over
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government. The culprit is not income inequality, but the enormous size and
complexity of the modern state, combined with voter ignorance.

As of 2015, government spending at all levels amounted to 37.6% of GDP,?
and state and federal governments also regulate nearly every aspect of human
life. It is virtually impossible for voters to keep track of and effectively monitor
more than a small fraction of all this government activity. As James Madison
put it Federalist 62, “[i]t will be of little avail to the people, that the laws are
made by men of their own choice, if the laws be so voluminous that they cannot
be read, or so incoherent that they cannot be understood . . . .”°

Voters’ ability to monitor the modern state is further constrained by rational
ignorance.!? Because of the very low likelihood that any one vote will make a
difference to electoral outcomes, there is little incentive for most citizens to
devote more than a small amount of time to following political issues. Surveys
repeatedly show widespread ignorance about even basic political facts, such as
the names of the three branches of government,!! and the distribution of federal
spending (where most are ignorant of the crucial fact that entitlement spending
is, along with defense, by far the largest component of the budget).!?

In addition to having little incentive to acquire political knowledge, voters
also have little reason to evaluate the information they do get in a logical way.
Instead, most tend to be highly biased!? in their evaluation to political
knowledge, a tendency exacerbated in recent years by growing polarization and
partisan hatred.!

The combination of voter ignorance and large, complex government enables
organized interest groups to “capture” areas of public policy that voters are
largely unaware of. It also provides fertile ground for politicians and activists to
exploit political ignorance for their own benefit. Donald Trump’s 2016
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presidential campaign took such exploitation to new levels.!> But what he did
was just an extreme example of tactics that are also used by more conventional
politicians.!6

In the last part of his book, Sitaraman briefly outlines a series of tentative
policy proposals intended to protect our constitutional system by reducing
income inequality and the political influence of the rich. Whatever their other
merits, nearly all of them would expand the size and complexity of government.
Examples include new government regulation of the financial system, increased
political control of campaign speech and contributions, and expanded
application of antitrust law to break up firms that are supposedly too large, even
in cases where their size does not harm consumers.

If adopted, such an agenda would make it more difficult for ordinary voters
to exercise meaningful control over government, not less. And it would likely
provide both politicians and powerful interest groups new opportunities to
“capture” policy for their benefit, often at the expense of the general public.
Misdiagnosing the cause of the disease leads Sitaraman to suggest cures that
might well make it worse rather than better.

At the same time, Sitaraman is right to worry that opportunity has declined
for many poor and lower-middle class Americans. And he is also right to fear
that such an environment creates opportunities for dangerous demagogues.
Historically, periods of slow growth and declining opportunity have helped
foster xenophobia, intolerance, and scapegoating of minorities.!” Trump’s
unexpected electoral success is one of a number of developments suggesting that
our own time may not be an exception to these troubling patterns.

There is no easy solution for these problems—nor for the perils of political
ignorance. But there are steps we can take that will simultaneously expand
opportunity for the poor and middle class, and also constrain the size and scope
of government. For example, reducing zoning restrictions on housing
development could increase GDP by as much as 9.5% and greatly expand job
opportunities for the poor by enabling more to move to arecas with better
employment prospects.!® Major gains can also be achieved by cutting back on
licensing restrictions, which increase costs for consumers and close off job
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opportunities for millions of poor and lower-middle class Americans.!”
Decentralizing more power to the state and local level could expand
opportunities for Americans to “vote with their feet”?? (where they have stronger
incentives to make good decisions than with ballot box voting) and also help
mitigate the dangerous partisan hatred which is helping to poison the political
system.2!

These ideas are just a few of the many ways in which we can expand
opportunity and mitigate the dangers of unaccountable government. Many of
them would reduce income inequality, as well—especially in the case of zoning
reform.

It is a mistake to conclude we must grow government in order to combat
growing inequality. But we do need take steps to expand economic opportunity
and reform a government that has become dangerously unaccountable.
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