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Democracy or 
Plutocracy?

Kishore Mahbubani

IS the United States of America still 
a functioning democracy or has it 
become, for all practical purposes, 

a plutocracy? And why is this ques-
tion important? It’s important because 
the answer to the question of whether 
America has a dark or shining future 
will depend on whether it’s a democra-
cy or plutocracy. Indeed, this question 
may well be the most existential ques-
tion America has to address. 

Let’s begin to answer this question 
from the very beginning. What is the 
actual difference between a democracy 
and a plutocracy? In a democracy, the 
masses broadly determine their future. 
Equally critically, in terms of the econ-
omy, society, and political system there 
is a level playing field where the work-
ing classes, middle classes, and affluent 
elites compete. The term “level playing 
field” is absolutely critical here. Many 
Americans believe that their economic 
and political systems create a level 

playing field in which the poor and 
disadvantaged can rise to the top. This 
is also why there is no social resentment 
of billionaires in America. Most Ameri-
cans believe that they have an equal 
opportunity to become billionaires. So 
the first big question we need to address 
is this: is there a level playing field for 
the poor and rich? 

The honest answer is no. Today, 
when working class or even 

middle class Americans have to com-
pete with the affluent elites, they are 
not competing on a level playing field. 
They have to run uphill to score goals. 
By contrast, the affluent elites run 
downhill as the playing field is tilted 
in their favor. Writing in the Finan-
cial Times in June 2019, Edward Luce 
provides one statistic to drive home 
this point: “Studies show that an eighth 
grade [i.e. a 14-year-old] child from 
a lower income bracket who achieves 
maths results in the top quarter is less 
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likely to graduate than a kid in the up-
per income bracket scored in the bot-
tom quarter. This is the reverse of how 
meritocracy should work.”

There is no shortage of data to drive 
home the point that there is no longer 
a level playing field in America. Anand 
Giridharadas, a former New York 
Times columnist, has documented 
in great detail in his book Winners 
Take All (2018) how the dream of the 
American middle class has effectively 
evaporated. As he says:

A successful society is a progress ma-
chine. It takes in the raw material of in-
novations and produces broad human 

advancement. America’s machine is 
broken. When the fruits of change have 
fallen on the United States in recent dec-
ades, the very fortunate have basketed 
almost all of them. For instance, the av-
erage pretax income of the top tenth of 
Americans has doubled since 1980, that 
of the top 1 percent has more than tri-
pled, and that of the top 0.001 percent 
has risen more than sevenfold—even as 
the average pretax income of the bot-
tom half of Americans has stayed al-
most precisely the same. These familiar 
figures amount to three and a half dec-
ades’ worth of wondrous, head-spinning 
change with zero impact on the average 
pay of 117 million Americans. 

Joseph Keppler’s famous 1889 cartoon illustrating plutocracy
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Giridharadas claims that the Ameri-
can people are beginning to “feel” that 
the system is unfair:

Thus many millions of Americans, on 
the left and right, feel one thing in com-
mon: that the game is rigged against 
people like them. [...] There is a spread-
ing recognition, on both sides of the 
ideological divide, that the system is 
broken, that the system has to change. 

Giridharadas is right. To create a 
level playing field, the system has to 
change. But it will not change. Why 
not? What are the obstacles to change? 
And, if there are obstacles, why hasn’t 
the world’s freest media, the American 
media, revealed these obstacles? This 
is where the story becomes complex. 
We also have to venture into politically 
controversial territory to understand 
the obstacles to change. 

Main Obstacle to Change

The main obstacle to change is 
a myth. An example from his-

tory will help. For centuries, European 
serfs accepted a feudal system in which 
they were second-class citizens (if not 
slaves) in a system dominated by feudal 
lords. Why didn’t the majority of serfs 
overthrow the minority of feudal lords? 
A huge myth was created to generate 
a belief that this system was just. The 
kind and gentle feudal lords reinforced 
the myth. At the risk of quoting a 
politically controversial philosophical 
concept, let me mention a term used for 

this phenomenon: false consciousness. 
According to Daniel Little, Chancellor 
Emeritus and Professor of Philosophy 
at University of Michigan-Dearborn, 
“false consciousness” is a 

concept derived from Marxist theory of 
social class. [...] Members of a subordi-
nate class (workers, peasants, serfs) suf-
fer from false consciousness in that their 
mental representations of the social re-
lations around them systematically con-
ceal or obscure the realities of subordi-
nation, exploitation, and domination 
those relations embody. Marx asserts 
that social mechanisms emerge in class 
society that systematically create dis-
tortions, errors, and blind spots in the 
consciousness of the underclass. If these 
consciousness-shaping mechanisms did 
not exist, then the underclass, always a 
majority, would quickly overthrow the 
system of their domination. 

Yet, even if contemporary Ameri-
cans were to accept that there was 
“false consciousness” in the feudal era, 
they would contest the possibility of it 
emerging in modern American society, 
where the unique combination of the 
world’s freest and fiercely independent 
media, the best universities, the best-
funded think tanks and the spirit of 
open and critical enquiry would expose 
any big “myth” that enveloped Ameri-
can society. Many Americans would 
assert no myths can survive in the ro-
bustly open environment of American 
society. Only facts survive. 

To be fair, many American writ-
ers have written about the several 

dimensions of plutocracy in American 
society. In addition to Giridharadas, who 
was cited earlier, distinguished American 
writers like Nobel Laureate Joseph Stiglitz 
and Robert Reich have documented, 
for example, the growing inequality in 
America. In his brilliant May 2011 Van-
ity Fair article entitled, “Of the 1%, by the 
1%, for the 1%,” Stiglitz opines that

it’s no use pretending that what has ob-
viously happened has not in fact hap-
pened. The upper 1 percent of Ameri-
cans are now taking in nearly a quarter of 
the nation’s income every year. In terms 
of wealth rather than income, the top 1 
percent control 40 percent. Their lot in 
life has improved considerably. Twenty-
five years ago, the corresponding figures 
were 12 percent and 33 percent. 

Yet what most of these articles em-
phasize is the growing “inequality” in 
America. And if the problem is “in-
equality,” then fortunately the problem 
can be solved. As America has the 
world’s most robust democratic system, 
where the broad masses elect the lead-
ers who in turn take care of the interests 
of the broad masses, any problem of 
“inequality” could eventually be fixed. 
In short, if America has a problem, it 
also has a solution: democracy.

This brings us to the heart of the 
argument of this essay. To put it 

simply, the solution has become part 

of the problem. While all the demo-
cratic processes remain in place, with 
Americans going to the polls every two 
or four years (depending on the elected 
office) to select their leaders (who will 
in theory take care of them), the results 
of all those processes is that Americans 
elect leaders who will take care of the 1 
percent, not the 99 percent. 

How did this happen? How did Amer-
ica, which on the surface still functions 
as a democracy, become a plutocracy, 
which takes care of the interest of the 
1 percent? [Note: the term 1 percent 
is used metaphorically here. The real 
reference is to a tiny elite that benefits 
from a non-level playing field]

There was one great American who 
anticipated the effective hijacking 

of the American democratic system by 
the very affluent. He is America’s great-
est political philosopher of recent times, 
John Rawls. Rawls warned that “if those 
who have greater private means are 
permitted to use their advantages to 
control the course of public debate,” this 
would be the corrupting result:

Eventually, these inequalities will enable 
those better situated to exercise a larger 
influence over the development of legis-
lation. In due time they are likely to ac-
quire a preponderant weight in settling 
social questions, at least in regard to those 
matters upon which they normally agree, 
which is to say in regard to those things 
that support their favored circumstances. 
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This is precisely what has happened 
over the past few decades: the affluent 
have gained “preponderant weight [...] 
in regard of those things that support 
their favored circumstances.” There has 
been a relative transfer of wealth and 
political power from the vast majority 
of America’s population to a privileged 
super minority.

The practical effect of transferring 
power to a super minority is that 

the political system responds to the 
needs and interest of the top 1 percent, 
not to the 99 percent. Fortunately, there 
have been strong, peer-reviewed aca-
demic studies that confirm this politi-
cal reality. Two Princeton University 
professors have documented how ordi-
nary American citizens have lost their 
political power and influence. Martin 
Gilens and Benjamin Page studied the 
relative influence that the views of aver-
age Americans and mass-based interest 
groups have on policy outcomes versus 
the views of the economic elite in 1,779 
cases. They found that:

economic elites and organized groups 
representing business interests have 
substantial independent impacts on 
U.S. government policy, while average 
citizens and mass-based interest groups 
have little or no independent influence. 
[...] When the preferences of economic 
elites and the stands of organized inter-
est groups are controlled for, the prefer-
ences of the average American appear 
to have only a minuscule, near-zero, 

statistically non-significant impact upon 
public policy. [...] Furthermore, the pref-
erences of economic elites (as measured 
by our proxy, the preferences of “afflu-
ent” citizens) have far more independ-
ent impact upon policy change than the 
preferences of average citizens do. [...] In 
the United States, our findings indicate, 
the majority does not rule—at least not 
in the causal sense of actually determin-
ing policy outcomes. ]

They reach the following alarming 
conclusion:

Americans do enjoy many features cen-
tral to democratic governance, such as 
regular elections, freedom of speech 
and association, and a widespread (if 
still contested) franchise. But we believe 
that if policymaking is dominated by 
powerful business organizations and a 
small number of affluent Americans, 
then America’s claims to being a demo-
cratic society are seriously threatened. 

In the past, the broad middle classes 
of America had a strong say in de-

termining the fundamental direction of 
American society. Today, they no longer 
do. The decisions of the U.S. Congress 
are not determined by the voters; they 
are determined by the funders. As a re-
sult, America is becoming functionally 
less and less of a democracy, where all 
citizens have an equal voice. Instead, it 
looks more and more like a plutocracy, 
where a few rich people are dispropor-
tionately powerful. 

These conclusions have been re-
inforced by other academic studies. 
A 2018 study by scholars Alexander 
Hertel-Fernandez, Theda Skocpol, and 
Jason Sclar of the School of Interna-
tional and Public Affairs at Columbia 
University further argued that

since the mid-2000s, newly formed 
conservative and progressive donor 
consortia—above all the Koch semi-
nars [founded by brothers Charles and 
David Koch] and the DA [Democracy 
Alliance]—have magnified the impact 
of wealthy donors by raising and chan-
neling ever more money not just into 
elections but also into full arrays of co-
operating political organizations. [...] 
The Koch seminars [...] allowed dona-
tions to be channeled into building a 
virtual third political party organized 
around AFP [Americans for Prosper-
ity], an overarching political network 
able not only to electorally support the 
Republican Party but also to push and 
pull its candidates and office holders in 
preferred ultra-free-market policy di-
rections. [...] To the degree that wealthy 
donor consortia have succeeded in 
building organizational infrastructures, 
they have shifted the resources avail-
able for developing policy proposals, 
pressing demands on lawmakers, and 
mobilizing ordinary Americans into 
politics. [...] When plutocratic collec-
tives impose new agendas on political 
organizations seeking to attract finan-
cial resources, the funders reshape 
routines, goals, and centers of power in 

U.S. politics well beyond the budgetary 
impact of particular grants. 

To that end, Figure 1 illustrates 
(please see following page) the hun-
dreds of millions of dollars that wealthy 
donors have raised annually within the 
donor consortia to finance their politi-
cal interests. The authors thus conclude:

Our analysis of the Koch and DA con-
sortia highlights that a great deal of big-
money influence flows through mecha-
nisms other than individual or business 
donations to the electoral and lobbying 
operations. [...] To understand how the 
wealthy are reshaping U.S. politics, we 
need to look not just at their election 
and lobbying expenditures but also at 
their concerted investments in many 
kinds of political organizations operat-
ing across a variety of fields and func-
tions. Only in this way can we account 
for the stark inequalities in government 
responsiveness documented by [vari-
ous] researchers. 

So what triggered this massive 
transfer of political power from the 

broad masses to a tiny elite in America? 
This question will be hotly debated by 
political scientists and historians for 
decades. Yet it is also clear that one 
seminal ruling by the U.S. Supreme 
Court made a huge difference. In a 
landmark ruling in Citizens United v. 
Federal Election Commission (2010) 
as well as in other decisions, many of 
the legislative restraints on the use of 
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money to influence the political process 
were overturned. 

A report by the Center for Public 
Integrity reported that: “The Citizens 
United ruling, released in January 2010, 
tossed out the corporate and union ban 
on making independent expenditures 
and financing electioneering communi-
cations. It gave corporations and unions 
the green light to spend unlimited sums 
on ads and other political tools, calling 
for the election or defeat of individual 
candidates.” The impact of this and 
other Supreme Court decisions was 
monumental. Effectively, they ended 
up transforming the American politi-
cal system. Martin Wolf says that “the 
Supreme Court’s perverse 2010 Citizens 
United decision held that companies are 

persons and money is speech. That has 
proved a big step on the journey of the 
U.S. towards becoming a plutocracy.”

Now, Martin Wolf is one of the most 
influential columnists in the world. He 
also describes himself as being fiercely 
pro-American. In a column written 
in 2018, Wolf said “the U.S. was not 
just any great power. It embodied the 
causes of democracy, freedom, and 
the rule of law. This made [my father] 
fiercely pro-American. I inherited this 
attitude.” America is an open society. 
Therefore, when major voices like 
Martin Wolf and Joseph Stiglitz de-
scribe America as having become a 
“plutocracy,” the logical result should 
have been a major public debate on 
whether this claim is true.

Figure 1: Democracy Alliance Figures and Koch and DA Partner Donations
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Instead, the opposite happened. This 
comment by Martin Wolf was buried. The 
psychological resistance in America to 
use the term “plutocracy” is deep. Leading 
newspapers like the New York Times and 
Washington Post do not use it. Leading 
columnists like Richard Cohen and Paul 
Krugman do not use it. Nor do distin-
guished historians like Simon Schama 
mention plutocracy. Certainly no Ameri-
can politician uses it. 

So, what is in a name? Shakespeare once 
famously said “a rose by any other name 
would smell as sweet.” I sometimes doubt 
this piece of wisdom. If someone were to 
change the name of “rose” to “skunk-flow-
er,” we might approach a rose with some 
caution. Choosing the right name makes a 
huge difference. As the philosopher Lud-
wig Wittgenstein said, “the limits of my 
language mean the limits of my world.”

The sad reality about the U.S. is that, 
functionally, there is absolutely no doubt 
that the political system has gone from 
functioning as a democracy (a government 
of the people, by the people, for the people) 
towards becoming a plutocracy (a govern-
ment of the 1 percent, by the 1 percent, for 
the 1 percent). Yet, while this political real-
ity is undeniable, it is also unspeakable.

Just and Unjust Inequality

What is the real danger that flows 
from this refusal to describe 

the American political system as a 
“plutocracy”? Many dangers! Firstly, it 

perpetuates the myth that American 
society has a “level playing field.” Any-
body can succeed. Hence, if a person 
fails it is because of his individual 
defects. It is not because the social en-
vironment is rigged against the person. 
Secondly, by refusing to describe it as a 
plutocracy, the fundamental difference 
between “just inequality” and “unjust 
inequality” falls to the surface.

The term “just inequality” may seem 
to be an oxymoron. Yet, it was John 
Rawls who highlighted this difference. 
It was he who said that inequality was 
not the problem. The fundamental 
question was whether rising inequal-
ity resulted in an improvement or 
deterioration of the living conditions 
of the people living at the bottom. He 
states this clearly and categorically: 
“the higher expectations of those better 
situated are just if and only if they work 
as part of a scheme which improves the 
expectations of the least advantaged 
members of society.”

The best way to illustrate the differ-
ence between “just equality” and 

“unjust equality” is to compare concrete 
examples. Both the United States and 
China have about the same level of 
inequality. By the latest estimates, the 
gini coefficient in America is 0.41 and 
in China is 0.39. There is no significant 
difference here. However, there is a 
significant difference between how the 
bottom 50 percent have fared in America 
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and China. America is the only major 
developed society where the average 
income of the bottom 50 percent has 
declined over a 30 year period from 1980 
to 2010, as documented by my colleague 
of the National University of Singapore, 
Professor Danny Quah. By contrast, 
the bottom 50 percent of the Chinese 
population has seen the greatest im-
provements in their standard of living in 
recent decades. Indeed, the past 40 years 
of social and economic development that 
the Chinese people have enjoyed have 
been the best 40 years in four thousand 
years of Chinese history.

The story here is not just about eco-
nomic failures and economic successes. 
These economic failures and successes 
have profound effects on the state of 
psychological and social well-being of 
societies. In America, this stagnation of 
income has also resulted in a lot of hu-
man pain and suffering, as documented 
by two Princeton University economists, 
Anne Case and Angus Deaton. The white 
working classes of America used to carry 
the American dream of getting a bet-
ter life in their hearts and souls. Today, 
as Case says, there is a “sea of despair” 
among them. She and Deaton conclude: 
“Ultimately, we see our story as about the 
collapse of the white, high-school-edu-
cated working class after its heyday in the 
early 1970s, and the pathologies that ac-
company that decline.” The detailed study 
of Case and Deaton documents how poor 
economic prospects “compounds over 

time through family dysfunction, social 
isolation, addiction, obesity, and other 
pathologies.”

In China, the situation is almost ex-
actly the opposite. A Chinese-Amer-

ican psychology research from Stanford 
University, Jean Fan, visited China in 
2019. She observed that “China is chang-
ing in a deep and visceral way, and it is 
changing fast, in a way that is almost 
incomprehensible without seeing it in 
person. In contrast to America’s stagna-
tion, China’s culture, self-concept, and 
morale are being transformed at a rapid 
pace—mostly for the better.”

One obvious counter-argument to the 
different social conditions of America 
and China is that the American people 
are still better off because they enjoy 
freedom while the Chinese people do 
not. It is true that the American people 
enjoy political freedom. This is unde-
niable. However, it is also true that a 
person from the bottom 50 percent of 
American society is more likely to lose 
their personal freedom and end up in 
jail. The chance of being incarcerated in 
America (if one is born in the bottom 
10 percent, especially among the black 
population) is at least five times higher 
than China. America sends 0.655 
percent (or 2.12 million) into jails. By 
contrast, China sends 0.118 percent (or 
1.65 million) into jails. A 2019 study 
tried to understand which ethnic group 
in America had the greatest percentage 

of individuals with family members in 
jail or prison. The average figure for all 
Americans was 45 percent. The figure 
for whites was 42 percent, Hispanics 48 
percent, and blacks 63 percent.

Any American who has doubts 
about the dangers posed by plutocracy 
should pause and reflect 
on these figures. Let’s 
repeat the figure: 45 
percent of Americans 
have family members 
in jail or prison. These 
high levels of incar-
ceration did not happen 
because the American 
people have psychologi-
cal characteristics that 
make them more likely to become 
criminals. This is a result of the socio-
economic conditions of the bottom 50 
percent that have steadily deteriorated. 

If it is manifestly obvious that the 
American political system is facing 

a crisis, why is there no consensus on 
the American body politic on what has 
gone wrong? Surely the best newspapers 
and universities, and the best-known 
students and professors in the world, 
should be able to arrive at a clear con-
sensus on the real problems faced by 
American society? 

In the year 2020, we can understand 
why there is no consensus. The liberal 
elites are distracted by one major issue: 

the reelection of Donald Trump. They 
believe that it would be a disaster if Don-
ald Trump is reelected. They also believe 
that many of America’s problems would 
be solved if Joe Biden wins. I share the 
hope that Biden will win. Yet, even if he 
wins, the systemic issues that led to the 
development of a plutocracy in America 

will not go away. Money 
will still dominate the 
political system. 

If anyone doubts this, 
the following data from 
an important 2018 study 
written by Thomas 
Piketty, Emmanuel Saez, 
and Gabriel Zucman 
that appeared in the 

Quarterly Journal of Economics con-
firms this very clearly: 

First, our data show a sharp divergence 
in the growth experienced by the bot-
tom 50 percent versus the rest of the 
economy. The average pretax income 
of the bottom 50 percent of adults has 
stagnated at about $16,000 per adult (in 
constant 2014 dollars, using the nation-
al income deflator) since 1980, while 
average national income per adult has 
grown by 60 percent to $64,500 in 2014. 
As a result, the bottom 50 percent in-
come share has collapsed from about 20 
percent in 1980 to 12 percent in 2014. 
In the meantime, the average pretax in-
come of top 1 percent adults rose from 
$420,000 to about $1.3 million, and their 
income share increased from about 12 
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percent in the early 1980s to 20 percent 
in 2014. The two groups have essentially 
switched their income shares, with eight 
points of national income transferred 
from the bottom 50 percent to the top 
1 percent. The top 1 percent income 
share is now almost twice as large as the 
bottom 50 percent share, a group that is 
by definition 50 times more numerous. 
In 1980, top 1 percent adults earned on 
average 27 times more than bottom 50 
percent adults before tax, while they 
earn 81 times more today. 

There are two ways of viewing this 
great divergence. It could be a re-

sult of the fact that the top 1 percent of 
Americans are becoming smarter and 
the bottom 50 percent of Americans 
are becoming less smart. Or it could 
be a result of the fact that America has 
become a plutocracy where there is 
no longer a level playing field. All the 
evidence points to the latter conclusion. 
Many Americans sense that the system 
does not work for them.

Deteriorating socio-economic condi-
tions mean that people will suffer. All 
this is brought out by the latest Social 
Progress Index which was released in 
September 2020. Quite astonishingly, 
out of 163 countries assessed world-
wide, America, Brazil, and Hungary are 
the only three countries where peo-
ple have become worse off. The index 
collects several metrics of well-being, 
including nutrition, safety, freedom, the 

environment, health, education, and 
others to measure the quality of life in a 
country. America slipped from number 
19 to number 28 in the world. Writing 
with reference to the aforementioned 
results, New York Times columnist 
Nicholas Kristof corroborates deterio-
rating quality of life with “rising distress 
and despair.” Quite shockingly, Kristof 
describes how one quarter of the chil-
dren with whom he went to school on 
the same school bus are now dead from 
drugs, alcohol, and suicide. His per-
sonal experience mirrors what Case and 
Deaton have documented on the “sea of 
despair” among white working classes.

Tyranny of Money 

Clearly something has gone funda-
mentally wrong with American 

society. Many Americans are also begin-
ning to sense that the system isn’t work-
ing for them. Marvin Zonis, a University 
of Chicago economist has written an ar-
ticle which describes how “the American 
system is facing a crisis of legitimacy.” 
The level of confidence that American 
people have in their key institutions has 
been declining. Confidence in the U.S. 
presidency has fallen from 52 percent in 
1975 to 37 percent in 2018. Confidence 
in the U.S. Congress has plummeted 
more sharply from 42 percent in 1973 to 
11 percent in 2018. The explanation that 
Zonis gives for this declining confidence 
is credible. As he says, “the central factor 
in the growing lack of trust and confi-
dence in our institutions has been the 

realization that our American democ-
racy does not function commensurately 
with the ideals of the founders or the 
Constitution. Money has become the 
key to American political life.”

The key word he uses 
is “money.” If money 
dictates outcomes in 
politics, it means that 
a society has become 
a “plutocracy.” After 
documenting how the 
amount of money spent 
in a U.S. presidential election year has 
gone from $3 billion in 2010 to $6.5 
billion in 2016, Zonis adds that the 
“contributors of those many billions 
expect a return on their investments—
and they usually get it. Congressional 
action on gun legislation, sugar subsi-
dies, policies towards Israel, drug pric-
ing, and countless other issues is best 
explained by the financing of political 
campaigns and not by the political 
preferences of ordinary voters, or even 
of members of Congress.”

Please read the above paragraph 
again, carefully. It says clearly that 
the decisions of the U.S. Congress are 
decided by “contributors of billions” 
and not by the “political preference 
of ordinary voters.” This observa-
tion confirms what Gilens and Page 
documented earlier. In short, there is 
no doubt that functionally America 
has become a plutocracy. Yet, equally 

significantly, Zonis does not use the 
term “plutocracy” once in his article. 

In Denial 

There is an old fashioned adage 
that says: one must call a spade 

a spade. Similarly, one 
must call a plutocracy 
a plutocracy. The reluc-
tance to do so brings 
out the key problems 
facing American society. 
If America refuses to 
accept that it has func-

tionally become a plutocracy, how can 
it possibly find a way out of this chal-
lenge? Just as no oncologist can cure a 
patient of cancer if he or she refuses to 
submit himself or herself to treatment, 
similarly America cannot be cured of 
its plutocracy problem if it remains in 
denial that such a problem exists. 

All this means that there are two 
possible outcomes. The first is a revo-
lution against the establishment in 
Washington, DC. Paradoxically this 
may have been what the working 
classes thought they were doing when 
they elected Trump in 2016. They 
wanted to elect someone outside the 
establishment and one who would 
shake up the establishment. When 
Hillary Clinton responded in 2016 by 
calling Trump’s supporters a “basket 
of deplorables” it showed that she, 
together with the rest of the Washing-
ton establishment did not understand 
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If America refuses 
to accept that it has 
functionally become 

a plutocracy, how can 
it possibly find a way 
out of this challenge?
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what the broad masses of Americans 
were trying to convey. Unfortunately, 
in electing Trump, the working classes 
voted in a plutocrat. In office, Trump 
acted like a plutocrat. He cut taxes for 
the rich again. The conditions for the 
bottom 50 percent didn’t improve. 

The second possible 
outcome is for the 

arrival of enlighten-
ment. At some point in 
time, the top 1 percent 
in America must come 
to realize that if they are 
going to protect most of 
their personal economic 
gain in America, and not 
make an effort to improve the condi-
tions of the bottom 50 percent, they 
will only damage the very body poli-
tic—American society—that is enabling 
them to become so wealthy. 

Fortunately, many wealthy Ameri-
cans are coming to realize this. Ray 
Dalio is one of them. Dalio runs the 
largest, most successful hedge fund 
in the world, which has succeeded 
through rigorous empirical research. 
Dalio has now applied this research to 
understanding poverty and inequal-
ity in America. On his LinkedIn page, 
Dalio spells out the dramatic decline 
in the living standards of the major-
ity of Americans and points out that 
“most people in the bottom 60 percent 
are poor” and cites “a recent Federal 

Reserve study [that showed that] 40 
percent of all Americans would strug-
gle to raise $400 in the event of an 
emergency.” Worse, Dalio notes that 
“they are increasingly getting stuck be-
ing poor [...]. [T]he odds of someone 
in the bottom quintile moving up to 

the middle quintile or 
higher in a 10-year pe-
riod [...] declined from 
about 23 percent in 
1990 to only 14 percent 
as of 2011.” 

The data on social de-
terioration in America 
is undeniable. It un-
dercuts the claims that 

America is a society where hard work 
brings rewards. For most people, the 
rewards have dried up. The platitude 
that “virtue is its own reward” turns 
out to be grimly and limitingly true.

Five Hard Steps Forward

Yet, even if the top 1 percent in 
America, which includes Dalio, 

were to wish that American society 
return to its condition of the 1950s and 
1960s, when the broad mass of Ameri-
can society was also lifted up as Ameri-
ca’s economy grew, what should they do? 
Is there a magic button they can press? Is 
there a simple “silver bullet” solution to 
America’s problem with plutocracy? 

Sadly, there are no easy solutions. 
There are only painful solutions. This 

The data on social 
deterioration in 

America is undeniable. 
It undercuts the claims 

that America is a 
society where hard 

work brings rewards. 
For most people, the 

rewards have dried up.

article will therefore conclude by sug-
gesting what some of them might be. 
The first step would be for the Supreme 
Court’s Citizens United decision to be 
reversed. As Martin Wolf said, this 
court decision started the slippery slope 
towards plutocracy in America. 

The second step would be for America 
to emulate the example of its fellow 
democracies in the European Union 
and impose strict limits on the amount 
of money that can be spent on elections. 
Fortunately, the American people also 
want to limit the influence of money. A 
Pew Research Institute survey in 2018 
found that “an overwhelming major-
ity (77 percent) supports limits on 
the amount of money individuals and 
organizations can spend on political 
campaigns and issues. And nearly two-
thirds of Americans (65 percent) say 
new laws could be effective in reducing 
the role of money in politics.” 

The third step is to change American 
ideology in a fundamental way. It should 
go back to the wisdom of its founding 
fathers. The founding fathers of America 
were all disciples of great European phi-
losophers of the Enlightenment period 
(including John Locke and Montes-
quieu) and emphasized both Freedom 
and Equality—as did the aforementioned 
Rawls. Of late, however, American politi-
cians, starting with Ronald Reagan, have 
emphasized Freedom and not men-
tioned Equality in the same breath. 

The fourth step is to acknowledge 
that market forces alone cannot create 
a level playing field for all Americans. 
Government must step in to redress 
major social and economic inequali-
ties. Therefore, Americans should 
openly declare that Reagan was totally 
wrong when he said, “government 
is not the solution to our problems; 
government is the problem.” Instead, 
Americans should accept the wisdom 
of Nobel Laureate Amartya Sen who 
said that for societies to progress they 
need the “invisible hand” of the free 
market and the “visible hand” of good 
governance. Americans have not used 
the “visible hand” in recent decades, 
especially since the Reagan-Thatcher 
revolution.

Fifthly, the American government 
should declare that the main goal of 
American society is to go from being 
number 28 on the Social Progress Index 
towards becoming number one on 
this index. Hence, instead of trying to 
become the number one military power 
(and wasting trillions fighting unnec-
essary wars) America will spend its 
trillions improving the living conditions 
of Americans measured in the Social 
Progress Index. 

The bottom line is that solutions are 
out there, and they’re available. But these 
solutions will only work if Americans 
agree on what the problem is. And the 
problem is, quite simply, plutocracy. 
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