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PREFACE

One of the central questions of comparative political economy is why
there is so much more poverty in the United States than in any other de-
veloped country. In any way that we can measure poverty, the United
States fares worse than other countries, even if we control for factors
such as the different racial composition and immigration history of the
American population. For almost a century scholars in sociology, politi-
cal science, and economics have studied this question, and they invari-
ably come to the same conclusion: the United States, they tell us, has
more poverty because the American government does not do anything
about it. Market inequality is similar in the United States and other
countries, and only after the intervention of the state through taxes and
transfers do we see a marked divergence in poverty rates. In other words,
we know how to solve poverty, or at least to reduce it to European levels,
but we decide against doing so. The centuries-long tradition of compara-
tive political economy has produced a range of theories that attempt to
explain this situation by pointing to the racial fragmentation of Ameri-
can society, the culture committed to the free market, the weakness of
labor, or the political strength of business. These theories disagree on par-
ticulars, but they all agree that American political economy is character-
ized by minimal state intervention or by state intervention that reinforces
market differences, that the United States is a “liberal” or laissez-faire
country that distrusts the state and favors the free market.

At the same time, research in the past two decades in history and the
historically oriented social sciences has thoroughly dismantled any pos-
sibility of believing that the United States is a minimally interventionist
state. The interdisciplinary research program termed “American political
development,” for example, has taken apart what William Novak refers
to as “the tired myth of the ‘weak’ American state” (2008, 754). But if
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PREFACE

comparative political economy ignores this historically oriented scholar-
ship, it is also true that the historical literature cannot explain why there
is more poverty in the United States and why capitalism looks so differ-
ent in different countries. If the United States is and always has been inter-
ventionist, the relevant differences between the countries become harder
to explain.

This book is an attempt to make a fresh start in comparative political
economy by acknowledging what the historical scholarship has to teach
us but using this knowledge to answer the question posed by the com-
parative literature—why are there such differences between the United
States and Europe? Why does the American state intervene so heavily in
some ways that help workers, consumers, and the poor—such as con-
sumer regulation and taxation—but not in other ways—such as a wel-
fare state?

In this book I argue that the United States has greater poverty because
a set of progressive interventions backfired. The American state is not
less interventionist in general, but rather, American intervention took a
different form, one that has been less successful in the fight against pov-
erty. To explain why American intervention took this peculiar form and
exactly how it backfired, this book develops a “demand-side” theory of
comparative political economy that focuses on how states structure mass
consumption. The argument begins with the observation that the key dif-
ference between Europe and the United States from the mid-nineteenth
to the mid-twentieth centuries was the explosive economic growth of the
United States compared to the economic difficulties of Europe. When
American productivity and the size of the American market caused price
declines throughout the world, particularly in agricultural products,
most European countries responded by closing their borders from the
American invasion through protectionism; while Americans also turned
to protection, tariff barriers were not enough, because the problem was
the productivity of American farmers themselves. Consequently, the
United States saw a powerful agrarian movement aimed at reordering
the political economy. The nineteenth century populists set down impor-
tant precedents for this reordering, but the crucial moment in this new
economic order was the Great Depression, which at the time many diag-
nosed as a result of “overproduction.” “The land of too much” was a
phrase Huey Long coined in the 1920s to name the riddle of how wealth,
in the form of an unusually successful harvest, could become catastrophe
in the form of plunging prices that left farmers unable to repay their
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debts. Long, like many others, drew a straight line from those plunging
prices to farm foreclosures, from there to bank instability, and from there
to the Great Depression. The Depression was not a problem of having
too little but of having too much. “People are starving,” Long said, “and
yet we have more wheat, corn, meat, milk, cheese, honey and truck in
this land than the whole human race in America can consume if everyone
were turned loose to eat what it wanted. . .. There is something wrong
when people starve for food and shiver for clothes and can not get them
because there is too much in the land” (Long 1930). Like many others, he
settled on the argument that the problem was concentration of wealth
into a few hands, which prevented those who were starving and shiver-
ing from translating their needs into market demand for the glut of prod-
ucts rotting on American farms. He argued for a fundamental transfor-
mation of capitalism, because “if we spread our great wealth enough that
all are served in the land of too much—then there would be a trans-
fusion into business, a lift to the forgotten, a hope for our nation” (Long
1933d).

Since the 1980s, many observers, including most social scientists, have
argued that “spread[ing] our great wealth” is a distinctly un-American
thing to do. But for a century before that, that is precisely what America
did, for the reasons that Long gives. The American state was shaped by
attempts to respond to problems of abundance while a politically di-
vided Europe struggled to generate economic growth. It turns out that
“spread[ing] our great wealth” is a deep-rooted American tradition.

Spurred on by agrarian politicians who held key swing votes, the
United States settled on a pattern of progressive taxation and a form of
agrarian regulation that ended in the democratization of credit and strict
regulations on business. The pattern of state intervention in areas impor-
tant to the agrarian agenda, such as in the regulation of business, is what
historians writing about the remarkably interventionist American state
have noticed. However, progressive taxation and reliance on consumer
credit undermined political support for the welfare state—in a complex
process traced in this book—and this is the main feature that scholars of
comparative political economy have examined.

Acknowledging the power of agrarian statism helps us to understand
contemporary developments in the United States. As the stable growth
rates of the early postwar period gave way to the oil price shocks of the
1970s, progressive taxation unleashed a taxpayer revolt in the United
States, while strict regulations led to calls from across the political
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spectrum for deregulation. Under deregulation, easy credit created finan-
cial volatility that spread to the rest of the world. Surprisingly, none of our
sophisticated theories of comparative political economy has had much to
say about the financial crisis that has recently roiled our economy. This
book traces how agrarian intervention led to a form of “mortgage Keynes-
ianism” that fueled American growth for several decades, and identifies a
trade-off across the industrial countries between reliance on the welfare
state and reliance on credit-based consumption. I suggest that developing
the public welfare state would benefit economic growth in the United
States by loosening the grip of mortgage Keynesianism, thereby lowering
the demand for finance and reorienting political efforts and resources
away from the financial sector and towards more stable sources of growth.
In tracing the developing power of the American state since Recon-
struction, the use of that power for interventionist and redistributive
purposes, the consequences of that power for the development of the
public welfare state, and the backlash to this mode of governance in the
1980s, this book demonstrates that the major sociological, political
science, and economic theories about the comparative dimensions of
capitalism are based on the false premise that the United States is a liberal
or laissez-faire state. These theories are therefore unable to explain some
central facets of capitalism, such as the greatest financial crisis since the
Great Depression. Attention to how capitalist societies shape consump-
tion—a “demand side” theory—makes better sense of many otherwise
inexplicable features of capitalism and of the American state.
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