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Inequality’s Dead End—
And the Possibility of a New,  

Long-Term Direction

by Gar Alperovitz

“There are many signs . . . that we may be at the beginning of a long struggle like that which preceded the 
New Deal—a struggle at the grassroots and in the state and local ‘laboratories’ to develop something new on the ground. . . . 

And though there is great pain in the fading of traditional strategies, it is in fact that very pain that is forcing a new  
possibility—one that is also gathering momentum as more and more people realize that the old direction is fading.”

It is easy to be distracted by what passes for 

economic news these days, focused as it is 

on short-term fluctuations and assurances of 

recovery and revitalization. The simple truth, 

however, is that year by year, decade by decade, 

life in the United States is steadily growing ever 

more unequal. 

Statistics illuminating this historical trajectory 

are easy enough to come by. For a start, the income 

of the top 1 percent has more than doubled in the 

past two decades, from roughly 10 percent of all 

income in 1980 to more than 22 percent in 2012.1 

Meanwhile, wages for the bottom 80 percent of 

American workers have been essentially stagnant 

in real terms for at least three decades.2 

The growing gaps in income inequality are 

matched or even exceeded by gaps in wealth. 

Emmanuel Saez and Gabriel Zucman have recently 

demonstrated, for instance, that American eco-

nomic life is as unequal now as it was at the outset 

of the Great Depression. Wealth—and with it, 

political power—is concentrated more and more 

in the hands of the richest of the elite.3 From 1962 

to 2010, the top 5 percent of Americans increased 

their share of national wealth from 54.6 percent to 

63.1 percent, while the bottom 40 percent’s nearly 

insignificant 0.2 percent share actually declined 

to a negative 0.9 percent, as mounting consumer 

debt outpaced stagnant wages.4 The top 400 indi-

viduals have more wealth than the bottom 180 

million Americans taken together.5

At the same time, for over four decades the 

percentage of Americans in poverty has remained 

essentially unchanged. Per the Census Bureau’s 

2014 report, 45.3 million Americans live below the 
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When we look beneath 

the surface of the latest 

headlines, what we find 

are deeply rooted 

political stalemate,  

long-term economic 

stagnation . . . and, of 

course, ongoing social 

decay.

Depression opened the way to the New Deal, 

and a world war created a postwar boom that 

interrupted the “normal” dynamics of the politi-

cal economic system. 

Chance also played a role: had a Democrat 

been in office and blamed for the Great Depres-

sion when it hit, not only would there have been 

no New Deal, we probably would have reversed 

even the modest reforms of the late 1920s. The 

post–World War II period was also exceptional, 

marked by abnormally high rates of economic 

growth—in part fueled by wartime savings and in 

part made possible because our major European 

and Asian competitors were (temporarily) side-

lined by the war’s destruction.8 This was the era 

when everything seemed possible—for a while. 

The middle decades of the twentieth century—

from roughly 1933 to 1968—were also notable 

because of the presence of a labor movement 

strong enough to push back against the power 

of concentrated public wealth, both on the shop 

floor and, above all, in politics. Organized labor—

the institutional heart and muscle of progressive 

politics in most nations—is now at a historic 

nadir in the United States, down from a postwar 

peak of 34.8 percent of wage and salary workers 

in 1954 to just 11.1 percent in 2014. The picture 

is even more dire when we look at the private 

sector, where just 6.6 percent of workers cur-

rently belong to a union.9

It is important to understand just how essential 

labor was in structuring the progressive political 

possibilities of the mid-twentieth century, and 

how much it will be missed at the level of the 

system as a whole. The great liberal economist, 

the late John Kenneth Galbraith, described labor’s 

role in reducing inequality through what he called 

the theory of “countervailing power.” The politi-

cal power as well as the economic advantages 

enjoyed by corporations, he pointed out, were 

offset by other institutional powers. Labor unions, 

for Galbraith, were by far the greatest check on 

the corporation in all its dimensions, economic as 

well as political. As labor’s capacity to meaning-

fully push back at the systemic level dwindled, 

the famous liberal economist lost faith, writing (in 

1980) that he could no longer find a meaningful 

source of such power.10 

poverty line.6 The poverty statistics also reveal 

the enduring racial disparities that undergird the 

American economy, with African Americans and 

Hispanics more than twice as likely to be living 

in poverty as non-Hispanic Whites.7 

It is encouraging that our national conversation 

has at least begun to acknowledge the problem 

posed by increasing economic inequality, thanks 

in part to activists who popularized the rhetoric 

of the 99 versus 1 percent, and to scholars like 

Thomas Piketty, whose Capital in the Twenty-

First Century provides an irrefutable account 

of the inexorable processes driving inequality. It 

is less clear, however, that our national political 

conversation has confronted the magnitude of 

the problem—to say nothing of the correspond-

ing magnitude of the necessary solutions. In fact, 

what is called for is nothing less than transforming 

the underlying institutions that are producing the 

outcomes we see—in short, one way or another, 

transforming the system over time, beginning, as 

always (and as we shall see), in local communities 

where the pain is greatest.

Our Era in Historical Perspective
When we look beneath the surface of the latest 

headlines, what we find are deeply rooted politi-

cal stalemate, long-term economic stagnation 

(masked by minor upticks and high dropout rates 

from the labor market that make official unemploy-

ment figures look better), and, of course, ongoing 

social decay. As always, there are exceptions here 

and there, but in community after community pain 

and resignation continue to grow. The possibility 

of ambitious and successful national policy action 

at a scale necessary to address the deeper prob-

lems—a “war on inequality,” as it were—is remote, 

given a legislative system mired in deadlock. 

 Many people hope, or assume, that one day 

“the pendulum will swing,” and a burst of new 

progressive politics will develop that is capable 

not simply of token gains but also, critically, of 

altering the trends. To understand both how 

unlikely this is and the depth of our challenge, 

it helps to be a historian—in many ways, the 

liberal moment of the twentieth century was 

an aberration, an unusual development largely 

created by major crises: an unprecedented 
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There is little indication 

today that, even if 

elected, Democrats 

employing traditional 

liberal strategies of 

regulation and 

redistribution have the 

capacity to alter most of 

the deteriorating long-

term economic, social, 

and environmental 

trends we face. 

environmentalist Gaylord Nelson. This was an age 

in which it was possible not only to elect a broadly 

liberal government but also to expect such a gov-

ernment to have a reasonable chance of passing 

programs capable of addressing problems at the 

appropriate scale. There is little indication today 

that, even if elected, Democrats employing tradi-

tional liberal strategies of regulation and redis-

tribution have the capacity to alter most of the 

deteriorating long-term economic, social, and envi-

ronmental trends we face. Whether or not we elect 

a nominally progressive government, whether or 

not we see more populist rhetoric around inequal-

ity worked into party platforms, the fact remains—

given the configuration of institutional power in our 

current system—that inequality is likely to con-

tinue to increase, high levels of poverty, including 

child poverty, are likely to persist, discrimination 

against women and minorities is likely to continue, 

corporate tax rates are likely to remain low, and 

(even allowing for slight recent improvements) 

incarceration levels are likely to remain a stagger-

ing monument to an unequal America. 

If we can no longer assume that the pendulum 

will swing back to traditional liberalism (and its 

traditional institutional power base), self-evi-

dently either a new direction anchored in a dif-

ferent power base will be built or there will simply 

be no way forward. The real option on the table 

involves building what amounts to a new kind of 

economy—a “next system,” if you like—that is 

constructed, institutionally, from the ground up, 

in ways that both produce more-equal outcomes 

directly and also begin to build new institutional 

power to help support a new progressive politics. 

This is a huge and agonizing long-term task, 

the magnitude of which most have yet to con-

front. Nobel Laureate Paul Krugman recently 

reminded us, however, that this, in fact, is how 

serious change occurs: “If you read histories of 

the New Deal, you know that it . . . didn’t spring 

out of nowhere. . . . We had a progressive move-

ment and a lot of proto New Deal programs build-

ing for quite a long time.”15 Put another way, the 

experiments that went on in the state and local 

“laboratories of democracy” not only built the 

power base of the New Deal but also developed its 

programs in preliminary form in connection with 

Scholarly studies confirm the role of labor in 

the old liberal politics. The late Seymour Martin 

Lipset and Gary Marks, for instance, found that 

“variations in state effort, social policy, and eco-

nomic inequality correlate with the extent to 

which the lower classes of a society wield politi-

cal power. . . . Closely associated with social 

democratic participation in government is lower-

class economic power exercised through trade 

unions.”11 John D. Stephens and associates sum-

marized in 1997 that “various studies have shown 

a close relationship between social democratic 

governance and/or union strength and workers’ 

rights, codetermination, egalitarian wage policy, 

and unemployment.”12 And in 1992, the preemi-

nent Danish scholar Gøsta Esping-Andersen 

showed that the “political efficacy of social 

democracy,” like liberal politics, was “contingent 

on trade union strength or cohesion.”13

The New Historic Reality
In other words, in the absence of crisis and—

give or take an exceptional moment—without 

the power of unions, we are unlikely to move the 

needle on the progressive agenda when it comes 

to substantially altering the dynamics of the eco-

nomic system in the direction of more equal out-

comes. This historical judgment should in no way 

diminish the profound respect due to the people 

on the front lines of work being done by unions 

today. Struggles around the minimum wage and the 

rights of fast food and Walmart workers—as well 

as the nontraditional labor organizing happening in 

sectors like domestic work and among immigrant 

laborers—are courageous and necessary.

Nor does it mean that nothing at all can be 

done. It’s possible, for instance, that efforts to 

raise the minimum wage to $15 per hour might 

succeed in a few more cities and states. It’s much 

less likely, however, that we will be able to win 

a national $15 per hour minimum wage anytime 

soon. And it’s all but impossible to imagine a 

federal law that would mandate a minimum wage 

of $21.16, which is where it would be if it had kept 

pace with economic growth since 1968.14 

We have—regrettably—left the era in which 

I came of age politically, working as legisla-

tive director for the great liberal senator and 
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What is encouraging is 

that, across the country, 

there are many signs 

that frustration is forcing 

exactly the kind of 

experimentation with 

new institutions that 

may one day become  

a significant part of  

the power base of a  

new politics.

emerging around the nation. Especially important 

has been the expansion of worker and community 

cooperatives—an old form now exploding in rel-

evance around the nation in communities that have 

been left behind and writhing in pain as national 

and international forces both turn their backs on 

locality and find it impossible to enact even modest 

policies of significant assistance.

Consider recent developments in the small 

Maine community of Deer Isle. When the owners 

of two grocery stores and a pharmacy decided to 

retire, it was entirely possible that those sixty-

two jobs—nearly 5 percent of the island’s labor 

force—could have been at risk or eliminated.16 

Instead, a nonprofit economic development 

institute helped the town cooperatize the three 

businesses, creating the largest worker co-op in 

the state. Aside from the obvious benefits to the 

cooperative’s new worker-owners, such a conver-

sion keeps wealth local rather than stripping it off 

into the maelstrom of private equity and transna-

tional chain stores. Most important, beyond the 

immediate benefits, the effort has made demo-

cratic worker ownership of economic institutions 

a central part of everyday life for this community. 

It saved the jobs of friends and neighbors, and, in 

the process, began to normalize the idea that just 

possibly another kind of economy might not be 

impossible to imagine if other communities were 

to do something similar—and even perhaps if new 

principles of ownership were one day explored 

for larger efforts.

Just beneath the surface of most public report-

ing, in fact, an explosion of experimentation like 

this is going on in all parts of the country. It is also 

beginning to demand—and get—backing from 

larger institutions, and political backing as well. 

Such efforts include groups like Prospera, in San 

Francisco, and Cooperative Home Care Associ-

ates, in New York, that bring together women who 

do home cleaning and home health work, respec-

tively; cab driver co-ops in several cities; food 

co-ops in most parts of the country; advanced 

manufacturing co-ops like Isthmus Engineering & 

Manufacturing in Madison, Wisconsin; and many, 

many more. (To get a sense of the range of activi-

ties in different parts of the country, see www 

.community-wealth.org.) 

labor law, social security, welfare programs, and 

many others—so that when the time was right, a 

new program was ready.

In our own time of “prehistory,” we have two 

choices: either to assume nothing of trend-alter-

ing significance can really be done, or to build 

a new long-term direction knowing that almost 

certainly, important as they were and are, the 

institutions that empower the next progressive 

era will be different.

The Proliferation of New Approaches
There are, in fact, many signs that we may be at 

the beginning of a long struggle like that which 

preceded the New Deal—a struggle at the grass 

roots and in the state and local “laboratories” to 

develop something new on the ground that may 

also build up over time, both in numbers and, ulti-

mately, at levels of scale different from that which 

can be achieved in local communities, but based on 

locally developed principles that can be applied at 

national levels. Strategies built, as the labor move-

ment once was (though different in form), out of 

real needs and real frustrations on the ground. 

This is a big task, and one the outcome of which 

cannot be known in advance. Accordingly, perhaps 

it may also help to remember that the modern con-

servative movement was relatively marginal in the 

1940s, and that serious conservatives understood 

the necessity of a several-decade fight, beginning 

at the very bottom and working up.

What is encouraging is that, across the country, 

there are many signs that frustration is forcing 

exactly the kind of experimentation with new 

institutions that may one day become a significant 

part of the power base of a new politics and that 

may also suggest principles for larger national 

application—efforts that may also slowly help lay 

foundations for a long-term approach capable of 

reversing deepening inequality. Critically, at their 

core, these experiments involve a new principle, 

something quite different for the new era—at first 

locally, ultimately potentially nationally: the idea 

that wealth ownership must be democratized 

both in theory and in on-the-ground practice, 

building slowly from experiments to larger scale.

Essentially, a new strategic paradigm—the idea 

that democratizing ownership can begin locally—is 



S P R I N G  2 0 1 5  •  W W W . N P Q M A G . O R G � T H E   N O N P R O F I T   Q U A R T E R L Y  ​ 13

In Cleveland, Ohio, a 

group of hospitals and 

universities . . . have 

recognized that a 

situation in which their 

institutions exist as  

an island of relative 

privilege in a sea of 

poverty is neither 

tenable in the long  

term nor consonant  

with their civic mission 

as nonprofit entities. 

recent death, Mayor Chokwe Lumumba was pre-

paring an ambitious strategy in Jackson, Missis-

sippi, to combat economic inequality in the heart of 

the Black Belt by building a “solidarity economy”—

one that connected community and cooperative 

enterprises to municipal procurement. (The effort 

remains underway, led by the organizers behind 

Lumumba’s grassroots electoral victory.) In Rich-

mond, Virginia, the Office of Community Wealth 

Building, aimed at developing comprehensive 

strategies to combat deeply entrenched economic 

inequality, has been launched by Mayor Dwight C. 

Jones (and is headed by Thad Williamson, cochair 

of the Maggie L. Walker Initiative for Expand-

ing Opportunity and Fighting Poverty, whom the 

mayor appointed director of the Office of Commu-

nity Wealth Building).

This kind of work—reorienting economic 

development toward the construction of worker-

owned and other community-based alternatives—

can go hand in hand with more traditional efforts 

to win gains through government regulation of 

corporate activity, like the fights for $15 per hour 

or for paid sick days. Indeed, groups like National 

People’s Action and the United Steelworkers have 

now explicitly acknowledged that traditional 

community, workplace, and political organiz-

ing can be meaningfully complemented by “new 

economy” work that can institutionalize gains in 

a durable way.

Major nonprofits like hospitals and universi-

ties are also getting into the game, recognizing 

that—unlike for-profit corporate entities oriented 

toward a global market—they have an intrinsic 

investment and interest in the places they call 

home. In Cleveland, Ohio, a group of hospitals 

and universities (including the world-famous 

Cleveland Clinic), concentrated geographically 

on the city’s economically depressed east side, 

have recognized that a situation in which their 

institutions exist as an island of relative privilege 

in a sea of poverty is neither tenable in the long 

term nor consonant with their civic mission as 

nonprofit entities. To that end, they’ve begun an 

ambitious effort to deploy their existing assets 

to address deep-seated inequalities. One partic-

ularly impressive effort involves the Evergreen 

Cooperatives—a complex of linked cooperative 

Moreover, the movement has begun to find 

ways to generate larger institutional and political 

support. Thus, an increasing number of cities have 

begun to embrace models for economic develop-

ment that explicitly call for democratized owner-

ship of parts of the economy. In New York City, 

for instance, a coalition of grassroots community 

organizers and cooperative advocates secured $1.2 

million from the city’s budget under new mayor Bill 

de Blasio to support worker-owned businesses in 

low-income communities.17 In Madison, Wiscon-

sin, a similar measure has passed, earmarking 

$5 million over five years to support cooperative 

development.18 And the city council of Austin, 

Texas, voted to acknowledge explicitly the posi-

tive impact of local cooperatives and support 

their development.19 Viewed in developmental 

terms, what is interesting is that existing coopera-

tive businesses have reached the point at which 

they can begin to make political claims on money 

earmarked for economic development—democ-

ratized ownership is providing an institutional plat-

form for further steps to democratize ownership.

Other new and existing economic forms and 

strategies include community-owned land trusts 

to lower housing costs (as in Burlington, Vermont, 

and hundreds of other cities); the proliferation of 

social enterprises that use profits for social goals; 

and, all across the nation, “B corporations” (busi-

nesses set up explicitly in ways that allow them 

to pursue social and environmental goals in addi-

tion to profits). Also important are new municipal 

uses (and threatened uses) of eminent domain, as 

in the Dudley Street Neighborhood Initiative in 

Boston and in more recent struggles over housing 

in Richmond, California, Newark, New Jersey, and 

elsewhere.

The larger goal, broadly speaking, is to move 

past faltering, traditional, after-the-fact redistribu-

tive efforts backed by labor—which left the capital 

structure of the economic system entirely intact—

and on to a new model that directly begins to create 

democratized and inherently redistributive owner-

ship as a critical element in the economic system. 

Larger Institutional Support
Citywide efforts with a larger, more systemic focus 

have also arisen. For instance, before his tragic 
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Undoing the rampant 

inequalities in wealth 

produced by an entirely 

market-based system 

with little regard for 

place or community 

requires institutions 

capable of sustaining 

development over  

the long haul. 

The Next System
As this trajectory is amplified in many parts of the 

country, it is also beginning to be possible to think 

about larger and longer-range developments that 

might draw upon the institution-changing lessons 

that are being learned in the state and local “labora-

tories.” And though there is great pain in the fading 

of traditional strategies, it is in fact that very pain 

that is forcing a new possibility—one that is also 

gathering momentum as more and more people 

realize that the old direction is fading. 

The hopeful efforts emerging around the 

country point toward new possibilities and a 

larger project, and prepare us culturally and intel-

lectually: if we want to fight inequality, we need 

to think about the system as a whole in ways that 

democratize the ownership of wealth over time.

Inklings of recognition of this larger, longer-

term imperative are beginning to emerge as activ-

ists are also coming to understand that in order to 

ensure equitable and sustainable outcomes it may 

ultimately be necessary to “displace” some of the 

largest corporate powers in our economy—espe-

cially given their increasingly direct role not only in 

economics but also in politics. One early inspiring 

example can be found in Boulder, Colorado. Here, 

in a process stretching back over a decade, resi-

dents and council members began to understand 

that an effective and speedy transition to renew-

able energy was unlikely so long as a corporate 

conglomerate, Xcel Energy, continued to run the 

local electric utility with 60 percent of the city’s 

energy coming from coal.22 When the company’s 

twenty-year franchise came up for renewal in 2011, 

activists put municipalization—in which the city 

would form its own publicly owned utility—on the 

ballot. Despite Xcel outspending municipalization 

supporters by more than ten to one (more than $1 

million in total), the measure passed.23 

As we might expect, corporate power doesn’t 

go quietly when you try to displace it, and Xcel 

attempted to undo the municipalization push at the 

polls in 2013. Again, the corporation far outspent 

local activists.24 But, in a striking display of enthu-

siasm for making the energy sector public, city resi-

dents voted overwhelmingly in favor of continuing 

the municipalization, winning by a more than two 

to one margin—68.6 percent to 31.3 percent.25

businesses owned by workers from the surround-

ing low-income communities and established 

to create green jobs (and democratized owner-

ship) by capturing procurement dollars from the 

“anchor institutions” as they make their supply 

chains more sustainable. 

As Ted Howard, executive director of the 

Democracy Collaborative writes, nonprofit hos-

pital and university “anchor institutions represent 

an enormous economic asset that can be lever-

aged for community-benefit. . . . Anchor institu-

tions nationally represent more than $1 trillion 

in economic activity (6 percent of the GDP!) that 

is rooted in our communities. Activating these 

resources in a way that is a win-win for both the 

institution and the community can be a powerful 

strategy for every community.”20 

It’s not just hospitals and universities; com-

munity foundations, with their ability to focus 

long-term philanthropic capital locally, have 

also emerged as a potentially powerful driver 

of new forms of democratized community eco-

nomic development. The Vermont Community 

Foundation, to take just one example, has for 

the last decade devoted 5 percent of all assets—

including donor-advised funds—to investments 

that benefit the state as a whole.21 Much of the 

foundation’s work has focused on developing 

more robust local ownership of Vermont’s food 

system—for example, by supporting legislation 

that created Vermont’s Farm to Plate Initiative 

(and then funding that initiative’s ten-year plan to 

increase economic development), and by launch-

ing the Vermont Farm to School Network, which 

will establish local food-buying programs in all 

Vermont schools by 2020. 

Undoing the rampant inequalities in wealth 

produced by an entirely market-based system 

with little regard for place or community 

requires institutions capable of sustaining 

development over the long haul. Cities, hospi-

tals, universities, and community foundations 

can step—and increasingly are stepping—into 

this role by buying from worker co-ops, provid-

ing patient capital and key funding for technical 

assistance, and helping convene broad groups 

of stakeholders to develop new visions for the 

local economy.
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In the wake of the police 

violence experienced in 

Ferguson, Staten Island, 

and many other cities, a 

newly energized activist 

movement has also 

begun to understand the 

link between building a 

new politics and building 

a new economy. 

noncorporate ownership at the neighborhood, 

city, and state level—both solve immediate prob-

lems and lay the groundwork for further transfor-

mations. The next time a crisis hits, perhaps we’ll 

think twice before giving publicly bailed-out cor-

porations back to their stockholders rather than 

establishing a new form of public utility. If not 

the next time, the one after that, perhaps—after 

still more wealth-democratizing experience has 

developed at the state and local level. 

In the wake of the police violence experi-

enced in Ferguson, Staten Island, and many 

other cities, a newly energized activist move-

ment has also begun to understand the link 

between building a new politics and building 

a new economy, in many cities and rural areas 

around the country. There are also important 

intellectual efforts to map out what a practical, 

long-term democratized system beyond both cor-

porate capitalism and state socialism might look 

like. (I cochair The Next System Project with 

former presidential adviser and environmentalist 

Gus Speth, which has recently held major meet-

ings on the question at Harvard and M.I.T, and 

which includes recent presidents of the Ameri-

can Political Science Association, the American 

Sociological Association, and the American Man-

agement Association.)

The crisis of inequality, in short, represents a 

tragic and painful failure of the old system and the 

old politics. It is also already proving to be a major 

stimulus both to build new institutions in the here 

and now and to begin to create a new, long-term, 

historically sophisticated politics. Such a politics 

would share the goals of the great progressive 

tradition but also steadily seek new ways and new 

institutional strategies to lay the foundations for a 

possible re-democratization—not only of politics 

but also of an economic system that powerfully 

shapes what can and cannot be done to achieve 

democratic and egalitarian outcomes.

Notes

1. The income share (including capital gains) for the 

top 1 percent was 9.16 percent in 1973. In 1980, it was 

10.02 percent. In 2012, it was up to 22.46 percent. 

See Facundo Alvaredo et al., “United States, Top 1% 

Income Share—Including Capital Gains, 1973–2012,” 

Elsewhere, recognition is also growing of the 

undue influence that private corporate finance—

tied to Wall Street rather than anchored to Main 

Street—has on our communities. Most Ameri-

cans understand that regulation can only go so far 

and that it has a tendency to unravel in the face 

of corporate pressure—as the recent successful 

efforts by Citigroup to roll back key provisions of 

the Dodd-Frank legislation amply demonstrate. 

Again, starting at the local level, “public banking” 

and related strategies seek to transform the current 

system toward one in which banking is managed 

as a public utility rather than a global casino where 

taxpayers pick up the tab for private losses. 

Public banking campaigns in several areas 

seek to make sure that state and city deposits are 

deployed not to pad the margins of Wall Street 

managers but rather to benefit local communities. 

Santa Fe mayor Javier Gonzales, for instance, 

recently announced that the city was studying the 

creation of a public bank, noting that its existing 

provider of financial services, Wells Fargo, “take[s] 

city revenues, taxpayer dollars, and [uses] those 

dollars as part of a loan portfolio for folks outside 

of Santa Fe and New Mexico.”26 In late January 
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