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P L A N  F O R  T O D A Y

Governments in the economy
Government failures

Economics, identity, and race
Public policy and the 

institutional legacies of slavery



G O V E R N M E N T S
I N  T H E  E C O N O M Y



What do governments 
do in the economy?



S P E C I A L  F E A T U R E S  
O F  G O V E R N M E N T S

Only actor allowed to 
use legitimate force

Only actor with 
civil and human rights 

obligations to its citizens



T W O  P O S S I B L E  G O A L S

Maximize surplus
(efficiency)

Ensure fairness



Y A Y  G O V E R N M E N T S

Governments can use public policy 
to fix inefficiency and unfairness 

Incentives
Regulation

Persuasion and information
Public provision



An organization with the 
power to address 

efficiency and fairness 
can also do great harm

B U T  W A I T !



“With great power comes 
great responsibility”

Peter Parker’s Uncle Ben



B O O  G O V E R N M E N T S

Use of force to silence opponents

Rent seeking, oligarchy, and 
self-enrichment



L I M I T S  O F  G O V E R N M E N T S

Well-governed societies place 
limits on government power

Elections
Constitutional restrictions



T H R E E  K E Y  
D E M O C R A T I C  I N S T I T U T I O N S

Rule of law

Civil liberties

Inclusive, free, and 
decisive elections



G O V E R N M E N T  
F A I L U R E S



FA I L U R E S

Market failure

Government failure

Prices don’t reflect individual actions + 
allocation of resources isn’t Pareto efficient

Failure of political accountability



“With great ability comes great accountability”
Miles Morales’s father, Jefferson Davis 



G O V E R N M E N T  F A I L U R E S

Economic infeasibility

Administrative infeasibility

Political infeasibility



E C O N O M I C  I N F E A S I B I L I T Y

Public policy must be a Nash 
equilibrium to be successful



A D M I N I S T R A T I V E  F E A S I B I L I T Y

Limited information

Limited capacity
(This is why you’re here!)

A policy might be adopted if 
there’s not enough state capacity



P O L I T I C A L  F E A S I B I L I T Y

A policy might not be adopted even if it’s 
great and there’s sufficient state capacity

Short-termism

Voting

Unequal access



P O L I T I C A L  F E A S I B I L I T Y

Short-termism

Implement policies that 
get you elected next cycle



P O L I T I C A L  F E A S I B I L I T Y

Unequal access

The rich and powerful 
can have a louder voice







V OT I N G

Condorcet paradox

Policy Anil Bala Carlos
(1/2, 1/3, 1/6)    X 1 2 3
(1/3, 1/6, 1/2)    Y 2 3 1
(1/6, 1/2, 1/3)    Z 3 1 2

X > Y Y > Z Z > X

Vote intransitivity



V OT I N G

Order of voting matters!

Speaker of the House 
(or whoever’s in charge of the agenda) 

could theoretically 
guarantee any outcome

Arrow’s Impossibility Theorem



A L T E R N A T I V E  V O T I N G  S Y S T E M S ?

Ranked choice / Instant runoff
https://www.youtube.com/watch?v=_5SLQXNpzsk

Encodes more information in vote + changes campaign calculus

Still suffers from Condorcet paradox



E C O N O M I C S ,  
I D E N T I T Y,  A N D  R A C E



Institutions

Public goods provision

Redistribution

Keeping the plumbing working with norms and rules

Public goods, externalities, monopolies, information

Fairness and equity

Economic principles public 
administrators should care about



Institutions

Public goods provision

Redistribution

Nobody trusts anyone; hare-hare defection

Underprovision of public goods 

Underprovision and 
underinstitutionalization is unequal

Without these, society breaks



Shared 
national 

identity is 
essential 

for all 
three



Unequitable public policies

Decreased public goods provision

Unequal access to institutions

Increased fractionalization

Unequitable public policies





What is a shared 
national identity?



Who gets to be an American?

Catholics? Irish? Italians? Chinese?

Japanese? Mormons?



C. J. Rudd, "Mormon Elder Berry—out with his six year olds, who take after their mothers," 1904



Twin relics of barbarism Slavery Polygamy









Mormons had to become more 
American (white) to gain 

access to political and 
economic institutions

So have many other ethnic groups
(with some glaring exceptions)



P U B L I C  P O L I C Y  
A N D  T H E  I N S T I T U T I O N A L  

L E G A C I E S  O F  S L A V E R Y



…the most intractable and longest 
lasting aspect of American 

ethnofractionalization

…an area where public policy has 
(very) often been (very) detrimental

Slavery



Assets vs. income

Why are assets important for wealth?



“It’s all right to tell a man to lift himself 
by his own bootstraps, but it is cruel jest 
to say to a bootless man that he ought 
to lift himself by his own bootstraps.”

—Martin Luther King, Jr.
May 8, 1967 NBC interview



Super quick overview of post-1865 
economic and political trends for 

African Americans

How does public policy and 
administration fit in this history?



“40 acres 
and a mule”

The 
Freedman’s 

Bureau

Designed 
to promote 

assets



Homesteading 
Act of 1862

160 acres in 
the west

Distributed 80 
million acres 

by 1900, 
mostly to white 

settlers



Designed 
to boost 
assets

Access to 
programs 

was unequal 
and racialized



Implementation was 
systemically racist

Hayti









HOAs, zoning, and white flight in Atlanta



Civil rights laws in 1960s banned redlining









“It is the unearned birthright of inheritance or 
other family transfers that has the greatest 
effect on wealth accumulation, and likewise is 
the largest factor erecting barriers to wealth 
accumulation for people of color.”

Darity, et al., 3

There’s no amount of lattes and avocado toast 
that you can forego that will take the place of 
a FHA mortgage to your grandfather.

Mehrsa Baradaran



P O L I C Y  S O L U T I O N S

Capitalism and the free market?









Affirmative action?

Baby bonds?

P O L I C Y  S O L U T I O N S

Capitalism and the free market?


