Steven: Hello, everyone, and welcome to the Inequality Podcast. I'm
Steven Durlauf. One of the privileges of being the Director of a Stone
Center is that it's created opportunities for me to interact with
world-class social scientists that may not have been part of my
intellectual network otherwise. And nobody has had a greater influence
on me intellectually or have been a more delightful colleague than
Fabian Pfeffer. Fabian is the chair for Social Inequality and Social
Structures at the Ludwig Maximilian University in Munich. He's the
founding director of the Stone International Center for Inequality
Research at Munich, and he previously was the founding director of the
Center for Inequality Dynamics of the University of Michigan. And so
Fabian is just a delight to have you here, and thanks so much for
joining us.

Fabian: Thank you, Steven. I'm excited to be here.

Steven: So I was hoping we could start with some of the work you've
done across country differences on wealth inequality. And, in
particular, if you could sort of give an outline of your prerocatively
titled paper, The Wealth Inequality of Nations. Keeping in mind,
economists are very sensitive to that in honor of Adam Smith.

Fabian: Oh, absolutely. And we'll talk about the competition between
economists and sociologists later on. But I'm happy to give you a
quick summary of that collaborative work with Nora Waitkus, a German
sociologist at the University of Heidelberg, where we began a project
to look at wealth inequality across a number of nations. And, of
course, we were following in the footsteps of decades of comparative
research on inequality, a very fruitful kind of research area that
describes inequality and also tries to explain why it's higher in some
countries than in others. Now, the common measure used in a lot of
that research is the national level of income inequality. And we began
with a pretty basic descriptive question, and that is, what if we use
wealth as opposed to income when we look at nations? And we generated
a number of findings. I would say the first one, perhaps unsurprising
to anyone who's heard about wealth inequality, is that wealth
inequality is much higher in every country we have studied than income
inequality. The other fact that was already known to some but perhaps
not as widely is that there's really no correlation in the national
level of wealth inequality and the national level of income
inequality. So if you look across a range of countries, knowing how
unequal a country is in terms of income tells you close to nothing in
terms of how unequal it is in terms of wealth. So that's, I think,
quite interesting; the finding, of course, doesn't apply to all
countries. You know there are some countries like the United States
that combines very high levels of inequality in both dimensions. The
US, in fact, leads on the international scoring board of combining
both high income inequality with high wealth inequality. But then
there are countries that diverge from that pattern too. So for
example, Sweden and Norway, typically known as egalitarian contexts



with pretty compressed income distribution; they also have a quite
high level of wealth inequality. So wealth inequality is different
from income inequality. And then finally, what we also see is that
this cross—-national variation in wealth inequality is quite large. And
a lot of it is driven by the distribution of housing equity so the
wealth held in homes.

Steven: When thinking about the very important fact that wealth
inequality and income inequality aren't co-moving in the ways that one
might have intuited, that does lead to the question of thinking about
the mechanisms that are generating the two. If I were to go down this
route, I think it speaks to the fact that the interpretation of wealth
inequality is simply a manifestation of inheritance. It's more subtle
than perhaps one sees, for example, in the Piketty work, where the
idea is that disparities in wealth are because of returns on capital
are, by implication, creating income inequality. You're finding with
respect to housing, of course, is suggestive of a role of inheritance,
but the others it does seem to work somewhat differently. Might we
focus a bit on that Nordic case, which is intriguing because you have
wealth and equality with income compression? How would you interpret
that? Do you think that's actually a tribute to the success of
redistributive policies at the income level?

Fabian: It could well be. I don't think we have the final answer on
that. The other, perhaps more Piketty-inspired interpretation of that
could be that these contexts have also been very unequal in terms of
income just before we started to compress that distribution. That is,
Sweden used to be one of the most unequal countries until we began
with the welfare state. So, what we may be looking at in terms of high
Swedish wealth inequality today may be a remnant or a long-term
implication of those high levels of income inequality earlier on. That
is one perhaps more historical conjecture. The other one is really to
take this work to say that one implication of this lack of correlation
between wealth inequality and income inequality is that our pre-
existing explanations that were targeted towards income inequality
also won't get us very far. Alright, so, this has been a very, as I've
already said, fruitful field of research. Great theories, worlds of
welfare, and many other attempts to understand cross—-national
variation in inequality and income. But again, one implication of that
pattern of no correlation is that there have to be other institutional
explanations. While in this work with Nora Waitkus, because we don't
necessarily nail those explanations, we at very least want to give a
sense of in which direction we could go. What we think a lot of more
research could happen is to understand housing, partly because this is
what's driving this cross—-national variation. And partly because it
has not traditionally been part of our institutional explanations. How
do we regulate the housing market? How do we regulate the financial
markets, especially the mortgage markets? There's a lot of thick
institutional explanations that I think are waiting to be done.



Steven: So perhaps we can actually turn to your work on US wealth
inequality. I'd like you to elaborate a bit the work you've done on
the relationship between educational inequality and wealth inequality
in the States.

Fabian: Based on US data, in some work I've documented that there is a
substantial association between a family's wealth and their
offspring's educational outcomes. In particular, in terms of college
graduation rates, those vary quite strongly by parents' wealth. And
perhaps even more importantly, in one piece, I found that this wealth
gap in college graduation has been rising in recent years and, in
fact, quite quickly. So, for example, I compare children born in the
1970s to those born in the 1980s. And of course, in both cohorts,
there is a college graduation advantage of those who come, say, from
the top 20% of the wealth distribution. But that advantage has grown
by a full 20% in just one decade. And I think I don't know whether 20%
immediately hits you over the head that that's a large increase, but I
challenge you to name any kind of educational policy recently that has
increased college graduation rates by 20%. We don't know of such
policy. What did it was to be born into the top 20% of the wealth
distribution and to be born in the 80s as opposed to the 70s. So it is
a quite substantial increase and quite quick, I would say.

Steven: That's clearly very important. And thinking about the
relationship between family wealth and colleagues, of course, leads to
the issues of costs, et cetera. And the findings you have don't
reflect necessarily so well on the nature of high educational
financing in the United States. So maybe you could say a bit about
that.

Fabian: Yeah, absolutely. Of course, it's perhaps not surprising to
any American family who has recently sent a kid to college that it
takes wealth to do that. Normally, people do not pay out of their
paychecks. And so it may be unsurprising that there are these large
wealth gaps in college graduation in the United States. At the same
time, I've also expanded this kind of research to other contexts. We,
in fact, find large wealth gradients in educational attainment in
Germany. And we find them in Sweden, perhaps where we wouldn't expect
them as much. Now that, in fact, for me, triggered a sort of increased
interest in studying the mechanisms underlying these associations. So
for the American case, I think it's quite obvious that what I would
call the purchasing function of wealth is at play, that there are
credit constraints. And we, in fact, have good empirical evidence that
there are credit constraints of college attainment that can be met by
parental wealth. That mechanism is not as obviously at play in such
contexts as Germany and Sweden, where I think another mechanism may be
at play that I would call the insurance function. This idea that
parental wealth or family wealth can serve as insurance, that it
really impacts how you think about your future. It impacts your
decision making, especially if there is any kind of risk involved. And



of course, there are risks involved in higher education too. You could
drop out, you know, you can recover your foregone earnings, and so on.
And so in these situations of risk, it may really make a difference in
terms of your decision making, whether you can fall back on your
family wealth or not. And the more knowledge of that, maybe enough,
which actually makes it quite hard to identify empirically too. But
this kind of insurance function, I think, is in some ways even more
fundamental to wealth. And I suspect it is at play in many more
contexts.

Steven: I think that makes a great deal of sense. For example,
entrepreneurship and the relationship between family wealth and
entrepreneurship, clearly the capacity of families to engage in
insurance is essential in the opportunities for children.

Fabian: Right. And what I sometimes add to that too, since we're sort
of at the econ-souche intersection, one reaction I sometimes get to
this kind of work is that it's all about risk aversion, that of
course, and sort of a perfect neoclassical model. What wealth
basically is, it's delayed consumption because more risk-averse people
are interested in self-insuring. So as such, it's sort of also not
very interesting. It's only about, you know, delayed consumption and
risk aversion. In my view, so when I bring up this insurance function,
it's not meant to say that people have different levels of risk
aversion. They may have the same level of risk aversion. The point is
that the risks they actually face are different, right? The risks of
dropping off from college and not being able to pay off, or, you know,
to get the earnings advantage from them, is fundamentally different if
you do have that insurance or if you don't. So it's about different
levels of risk, not risk aversion.

Steven: That actually leads to, I think, you know, deep questions
about what it means to say that college is affordable. First of all,
if you think the investment in college is risky, then people have
different capacities to absorb risk. And I agree that the preference
story does not sound compelling. The other simply has to do with, in
my opinion, lack of attention to the fact that people are members of
families, and so the capacity to take risks also presupposes you don't
have real-time obligations to help support others. And so if you're to
expand from the individual to the kinship network, you may have
another dimension in which we find the phenomena you can discuss
showing up.

Fabian: Right. And in fact, the sort of two-generational paradigm of
social mobility research that just looks at parents and their kids may
be especially insufficient for wealth, right? So if wealth is in the
extended family networks, that insurance function, actually, would
only be captured if we do look at larger family networks.

Steven: I also wanted to point out that your interpretation of the



relationship for Sweden is actually quite different than what's been
argued by James Heckman and Rasmus Landersg, so in which they argue
that the high educational inequality in Denmark was due to the nature
of the tax system, and so that the incentives for education were
attenuated, leaving aside the details of their paper, the main thing I
wanted to emphasize is you've given an alternative explanation that
has a very different set of underlying mechanisms.

Fabian: Yeah. Let me preview a potential critique of the Swedish
interpretation too that gets a little more into the weeds in terms of
wealth measurement. For some, of course, it can be highly debated what
we should count as wealth. You, for example, gave one example of
perhaps we should even count education as wealth. And in that
perspective, I think the reason why someone may want to do that is
that education may provide you an option for future income stream,
right? That's sort of what capital is. And as another sociologist,
Robert Manduca, recently wrote a wonderful piece where he shows that
if we understand wealth as a claim on future income, it of course can
become a much more expansive concept. And the question is, sort of,
what kind of wealth are you interested in? If you're interested in
bailing out your kids who failed in college, the wealth accounts is
the wealth that you can have available in liquid form pretty quickly,
on your savings account, in stocks, perhaps also through a second
mortgage. What doesn't account as wealth there or is not important is
your social security wealth or your pension wealth, right? Now, in
other circumstances, you may be interested in pension wealth as one
form of wealth that you want to look at. Now, coming back to the
Swedish case, we do know that pension wealth is distributed much more
equally in Sweden, thanks to a more generous public insurance scheme.
Now, if you include that kind of wealth, Swedish wealth inequality
levels do come down. That doesn't mean that Sweden becomes the most
wealth—-equal country by any means. But I just want to acknowledge
that, depending on your concept of wealth, if you're interested in
what we would call augmented wealth, then some of these numbers
change. However, the overall pattern seems to be pretty stable that
income and wealth are different.

Steven: And it's a very nice observation that somehow incorporating
measures of liquidity, for example, in wealth measures tells you
something about which problems, as it were, that one can solve given a
certain level of wealth just calculated in terms of dollars or krona
or whatever.

Fabian: That's right. And liquidity, by the way, in and of itself is
also maybe a topic worthy of study. You may think in many national
contexts of your housing wealth as pretty liquid, right? Lots of
transaction costs to sell your house. And so on. Now, we have
liquidified housing wealth in the United States since the 8@0s. It has
become easier and easier to take out mortgages and second mortgages on
your home. And so in some ways, we've made that, you know, we've made



the American home the credit card for a lot of American families. So
the whole distinction between liquid and illiquid wealth, of course,
is also subject to institutions, to regulation, and so forth.

Steven: So, another dimension of your work on wealth is actually on
intergenerational persistence so I was wondering you could outline the
main contours of your research there.

Fabian: Yes, so, in collaborative research, especially with Sasha
Killewald at the University of Michigan, we have begun to link the
wealth levels of individuals and families across generations. This
hasn't been possible to do for very long. We began collecting wealth
measures in the 1980s. So the children growing up in these households
are now just getting old enough for us to reliably study how similar
their own wealth is to that of their parents. And I think there is
probably two worthwhile findings. Again, beginning with the
unsurprising one, there is a strong correlation between parents'
wealth and their kids' wealth. I think that anything else would be
surprising. But the perhaps interesting fact is that it doesn't
actually seem to be much stronger than the intergenerational
correlation in income. And also, it is a quite linear correlation that
is, you know, while we may think of wealth, stability, and wealth
inheritance at the very, very top of the distribution, where it
certainly occurs. And, you know, a lot of family wealth has passed on
to the next generation. Across the distribution, we see this
phenomenon of intergenerational persistence of wealth. So, I think
it's another version of what I sometimes say, there are two aspects
that are worthwhile to study in terms of wealth. One is wealth
inequality among the 99% and wealth concentration among the very top.
These are sort of different angles on the wealth distribution, both
worthwhile of studying. And the same extent to the intergenerational
perspective. I think it's quite relevant to study how family fortunes
persist and are maintained at the very top. But at the same time,
also, it's worthwhile studying the persistence of wealth among the
rest of the population. And there are two among different population
groups. So, for example, in other research we've also shown that the
intergenerational mobility and wealth for black households is one that
is marked by a great degree of downward mobility. So that, there
appear to be processes at play that keep black families at the bottom,
even if there has been some intergenerational progress.

Steven: I think that you brought up certainly a deep issue in
understanding black-white inequality. It's echoed in, I think, in the
studies of income as well. And this is really kind of work I have in
progress. I think there's some evidence even for occupations. And that
is that the disparities or combination of two things, one, the
comparatively lower rates of upward mobility for disadvantaged African
Americans. But the other side, of course, the higher rate of downward
mobility for those that are successful, this comparative inability to
lock in socioeconomic success. So I think that your work is just one



more dimension of the two fundamental aspects of racial inequality in
the United States. I also wanted to highlight the fact that you found
that the correlations were linear with respect to wealth because that
certainly is a surprise. One thing that, again, for me is of interest
is to wonder whether or not there are other dimensions we would think
about in terms of trying to resurrect our intuition that somehow
wealth is going to be more, there's going to be something special
about wealth in terms of what happens in the upper 1%. Again, this is
not a comment on your research, so more as other questions which have
looked at some of the hierarchies of corporations or access to elite
institutions in terms of college, et cetera, whether those may be the
manifestations where we think there's a lock-in effect from extreme
wealth. And it's not the wealth per se. It's a location in the
socioeconomic hierarchy of the United States, but certainly that is to
be for future research. And I think that the wealth work is very
intriguing and it's a challenge to a number of theories in and so
self-servingly I would say the only work that I do in affluent straps.
It's not so much inconsistent. That's not an actual implication. And
so I think that theorists should certainly be very concerned to
address those findings.

Fabian: I absolutely agree. I would add to that theory and empirical
research and policy research. That this is not a phenomenon that
emerges naturally, but that we've also set up institutions that enable
the tax-free passing on of large family fortunes through a variety of
legal ways. One of the examples I often use to bring home that point
is that, of course, we have a range of different kinds of trust
instruments that very wealthy families can use to pass on their
fortunes. But it's not just a trust. It's trust instruments that are
targeted at very specific asset components. So, for example, there is
a type of trust that is targeted at pieces of art. So imagine the
problem of having a Picasso in your living room. Very few people have
that problem. But there is again a trust where if I sit in my living
room and think, well, it would be a shame if my kids would be taxed on
that Picasso. So, I take it off the wall, and in one afternoon, I put
it in a trust for pieces of art. And by doing that, literally in an
afternoon, I've already gotten around any kind of inheritance
taxation. But now to add insult to injury, I go back into my living
room, look at the empty wall, and say, well, I start missing my
Picasso. So I go back to the trust and say, could I rent it? And the
trust says, of course, but there will be heavy rental fees, at which
point I begin transferring income once again tax-free into that trust.
So this is not tax evasion. This is a trust instrument that we have
written into law. Again, for the relatively small share of the
population with the Picasso problem.

Steven: Might you elaborate your work more generally in education
social mobility?

Fabian: I think the most basic insight is that education plays a dual



role both on the one side as motor of mobility and on the other side
as a mechanism of status transmission. There's a very old insight that
goes back to Blau and Duncan's American occupational structure. But
it's also reflected in more recent empirical insights. In fact, in the
1980s, by Mike Hout and more recently replicated and extended by
Florencia Torche. There's finding that, on the one hand, there's a
great degree of inequality in terms of who gets to graduate from
college. The work we just talked about the wealth gaps in college
attainment is one example of that. So in that case, education
contributes to the persistence of status. But, at the same time, and
perhaps surprisingly still, in the US, having a college degree
disconnects you from your social backgrounds. Among those with a
college degree, the remaining direct influences of your social
background on your future outcomes is quite small. So this is known as
college as the great equalizer. And I think that in work, for example,
with Hout and Torche, we find that this effect to a large degree
accounts for the trends in social mobility in the United States, that
this, sort of, college as the great equalizer effect is really shaping
the trends in social mobility. I can't help but add that we've began,
of course, to talk about inequality and how it's transmitted across
generations. And naturally this leads us to worry about education and
social mobility. And I do so in my research, but at the same time I do
want to make sure to say that you know these dynamic aspects of
inequality are really a separate issue from structural aspects of
mobility. So, since we already began the policy debate, I think why
does political support exists for measures that promise to increase
mobility and large opportunities or why educational attainment—
although for a moment let's disregard those currently actively engaged
in the destruction of public education and the research
infrastructure. But generally, there is this great agreement that you
know opportunity and investments in education will get us out of it.
And I think, well no, they may increase opportunity, but of course,
deep structural inequalities are not solved by it. If we're just
justly allocating people to fundamentally unequal positions, we can
still ask ourselves whether that's a just society that we should
pursue. So these questions of mobility and dynamic aspects of
inequality are important, and I pursue them in other work too. But we
should not forget that there are perhaps even primary questions about
structural inequality, too.

Steven: So those remarks actually reminded me of what I think is an
important issue in thinking about meritocracy. I'm speaking for
myself. One question is what is the efficient allocation of people to
jobs, in other words, what would maximize the size of a pie, or if I
wanted to push the research frontier, how do I allocate students
across colleges which is, of course distinct from trying to produce
the best citizen or the best overall human capital distribution. The
point I want to emphasize really is those are matching questions. They
don't ask their question what the compensation should be. There is I
think a tendency to argue that there's something about economic



structures and efficiency that would again, accepting that efficiency
is a contestable object because you and I will disagree on what the
social objectives are. But whatever we stipulate there that doesn't
tell us what the compensation is ought to be. And so for me that
decoupling that was in what you had to say is really quite important.

Fabian: I mean you've provoked me now. I thought I would not bring up
the site that you well know because we in after all what I appreciate
so much about our exchange; it's really not about disciplinary
boundaries. I think we both are very comfortable crossing those,
engaging with them, and so on. But since you brought up efficiency I
have to bring up Okun right who famously said, "An economist is a
person who knows the price of everything at the value of nothing."

Steven: I thought that was Oscar Wilde. I'm not going anyways, we'll
work that one offline.

Fabian: But I will add perhaps that there are quite some sociologists
who would fall into that category too. That in the end, and I think
we'll talk about that perhaps later, there are values at play that we
should disclose. The other reaction I have to what you said is, of
course, in that same book by Okun, the great equality efficiency
trade-off. This assumption, even if there is sometimes this assumption
that equality, more equality could be pursued, but perhaps at the cost
of efficiency. Now then, you know, all these value questions come up;
what do we actually mean by efficiency? But for example in education,
in my empirical work, early work I actually do not find any evidence
for this kind of trade-off. That is we have systems with higher levels
of educational equality and at the same time higher levels of
educational quality right, so it's not especially in education this
assumed trade-off doesn't seem to exist that you can increase equality
and at the same time increase quality. So we know that from a couple
of studies some of which I've engaged in, for example, by measuring
adult literacy, which I think perhaps we're starting to realize that
it is important that the quality of education here counts if people
can engage with news and so on.

Steven: Well, I fully agree and as great an economist as Arthur Okun
was I actually think the title of the book is a disservice and I'd say
that quite generally because the characteristics of the efficiency of
a society of an institution and its egalitarianist quality features
those are endogenous, in other words, you have this different set of
institutions, different set of rules, etc. and something happens one
of them will be characterized by equality others by efficiency there's
no logical tradeoff between them and you gave the perfect example
which is that educational equalization has huge efficiency benefits in
terms of—and again I'm speaking not as a egalitarian with in the
sense that you simply have a more productive workforce and I think
that unfortunately there's a default idea more common among economists
and others that there is a tradeoff there. For what it's worth the



explanation is that a lot of attention is given to the way that taxes
distort behaviors and so if you're worried about notches in Medicaid
having creating work disincentives, and those exist. I don't think
that that's contested that's treated in the quality efficiency
tradeoff of course the better way to think about it is to say we can
restructure the rules for Medicaid to eliminate it, but your point 1is
very well taken that that to think of that is an inexorable tradeoff
is really only bad social science because they're both outcomes, are
features of a given environment and what policy makers can do in
principle is manipulate the environment. Could you talk about your
current work?

Fabian: Absolutely, this is ongoing work with Ethan Fosse so whatever
I say is quite preliminary but as you already suggested that I think
the typical research on social mobility in our disciplines takes
mobility as an outcome so as a feature of a country or a region, and
we seek to describe mobility because we're interested in the social
fluidity of a country or the degree of opportunity. And in this
project we seek to study instead the effects of social mobility on
individuals on a wide range of outcomes such as personal well-being
and what you already mentioned and there's a sort of short answer and
a more technical answer. The short answer is that what we're beginning
to see, the early conclusions that we draw from our work is that the
dynamic aspects of inequality play a major role in influencing
individual outcomes such as their well-being and their happiness as
always it's a little more complicated than that, the risk of getting a
little technical let's say this, so very recently there has been a
great uptick in interest in these kinds of questions: how does the
experience of social mobility influence people? perhaps unsurprisingly
because we know that the experience of intergenerational downward
mobility, so making less money than your parents did at the same age,
that has become a much more common experience among recent birth
cohorts, for example, compared to those born in the 1940s, this
research by Raj Chetty and several collaborators from sociology. So
what others may describe as the fall of the white working class or
especially white working class man has, of course, triggered quite a
bit of social scientific interest and quite provocative hypotheses,
you know. This may account for the Trump vote. This may kill people,
deaths of despair no less, you know, an explanation by Case and
Deaton, a Nobel laureate. The problem that we find in our work is that
existing models to study the effects of social immobility simply don't
work. And without going into the technical aspects of it there have
been a lot of assumptions in the models that have been used that are
very difficult to maintain and that may account for the fact that the
literature is sort of all over. So we are, in our methodological work
with Ethan Fosse, we're making suggestions of how we should study
social mobility and how we should study the dynamic aspects of
inequality, and we've started to do that you know for range of
outcomes. And final answers to be seen but I think what we see so far
is that these dynamic aspects are really, really important.



Steven: So Fabian, your contributions are also in other dimensions
then, I'll say, journal articles and specific research findings.
You've really been quite a remarkable provider of public goods in
social science and so I was hoping you could talk about the wealth and
mobility study that you're heading.

Fabian: Absolutely, the wealth and mobility study is I would say by
far the largest and most complicated data infrastructure project that
I've been leading together with Pablo Mitnik at the University of
Michigan, and we're fortunate enough to have access to individual
level tax data from the Internal Revenue Service and use those data
and other data to approximate the wealth and income of everyone in the
United States. I suspect that many of your listeners will actually be
familiar with similar work by Raj Chetty that used tax data also to
estimate income mobility and then distribute these data at the
aggregated level so for example income mobility by state or by US
county to the user community. And in some ways what we're trying to do
is we're expanding this approach in several ways, most importantly by
creating estimates of wealth which turns out to be much harder than
creating estimates of income, partly because we don't tax wealth. But
eventually, in a year or two, I believe that we'll be able to know the
wealth and income of everyone in the United States and distribute
estimates across detailed US geographies for both levels inequality,
segregation, and intergeneration mobility, and income and wealth. And
well, let's say it's it's been challenging but I remain optimistic
that we can finish the state of project, and I think it would really
fix a major data gap in our infrastructure because while we do have
quite a bit of income data even at the geographic level, there is
really no information on wealth at a lower levels of geography, and I
think it hopefully will invite many researchers to study both the
determinants of wealth and also the consequences of wealth inequality
and segregation.

Steven: It's really a very, very, very important contribution to
research.

Fabian: Thank you and, yeah, we're lucky that we are able to do it.
We've been supported by the Gates Foundation and I do hope that other,
especially junior researchers become interested and stay in touch to
see when these data will be released and follow those Center for
Inequality Dynamics at Michigan that will be announcing it.

Steven: So this might be a good opportunity to ask you to say
something about the importance of the panel study of income dynamics
and the history of inequality research. You have a very nice annual
review of a sociology paper that discusses its importance. The reason
I ask you to do this is that, you know, one of the issues with respect
to the first hundred days of the Trump administration is that data
acquisition by the government is imperiled, in other words a number of



websites have gone dark or data sources are no longer accessible the
ability to continue launch to new studies is under challenge etc. so I
think it's important to say something about this and of course you are
an expert on the history.

Fabian: Yeah, absolutely, I couldn't agree more that, you know, the
PSID especially has been sort of a cornerstone of the data
infrastructure in this country. I've had the pleasure to serve as a
co-investigator for about 10 years and have learned a lot on the study
but have especially learned to appreciate what public data goods can
do. It's sort of unfathomable I think that the people who started it
even had no idea how influential it would ever become, partly because,
and this is the beauty of creating public data goods, you don't know
what people will use it for. Today there are hundreds of dissertations
that have been written based on the PSID. I believe every other day
there's a publication coming out that uses PSID data. It has
fundamentally shaped social science, sociology, economics, and many
other fields. In fact, one of the proudest accomplishments that PSID
often points out is that when it came to honoring the 50th best things
that the National Science Foundation ever invested in at its 50th
anniversary it picked a couple of ones that you may know: the Hubble
Telescope, the internet, and the PSID was part of that list too, and I
do think that it has this kind of status in the social sciences. It
has allowed us to do research that otherwise wouldn't have happened. A
lot of what I mentioned today comes from the PSID, the
intergenerational study of wealth, the correlation between wealth and
educational outcomes, the role of education and social mobility; all
of that is based on the PSID, and again, there are so many other
things that have been studied.

Steven: So I was hoping we could talk a bit about philosophy of social
science and philosophy of research more generally and maybe start with
your perceptions of the distinctions right now between economists and
sociologists and the way that inequality is studied and maybe the
constructive way to ask is where do you think it's most essential to
integrate the perspectives.

Fabian: Yeah, and I do, right, we will not be discussing non-
constructive ways but I do think also constructively I would say it is
notable that economists and sociologists are increasingly studying
similar topics and I think that's something that we should applaud
and, you know, that also makes these kinds of exchanges that we have
really valuable to see what we can learn from each other. Now, if you
ask me what sort of a particular sociological analysis or perspective
on inequality is, and I would have to pick one thing, I would say a
sociological perspective is relational; it understands inequality as a
relational phenomenon. Perhaps the easiest way to express that for me
is to refer to a lot of a gradational work that has very fruitfully
documented that some have more and some have less, right. So that
there is a distribution of some good and we're interested in what that



distribution looks like. Now, that's not a relational perspective,
some have more others have less, let me give you an example of a
relational perspective: some have more because others have less.
That's a very you know concrete, particular kind of relationality and
in some ways also zero-sum game but it's an expression of where I
think sociology kind of contribute in understanding inequality as
between groups that stand in a direct relationship to each other, and
then there's there's many different ways in which you can you know
fill this relationship with causality, so if you're a Marxist then
that relationship exists in exploitation. This is, in fact, one of the
perspectives that would suggest that some have more because others
have less, but that's by no means necessary. I think the necessary
sociological aspect is that you study the relation between different
groups and how they interact.

Steven: So in economics you have interactions of course but they
typically are mediated through markets. And I will take the liberty of
counting myself among the economists that tried to bring sociological
perspectives in, but I think I fully agree that the focus on groups
outside of market context: that's one essential idea. And then, I
think the other is that the way that power is treated in sociology is
obviously different and because I would frankly say power as
sociologists understand it is not a natural kind in economic modeling,
and so those strike me as a couple of examples.

Fabian: Yes, thank you. I absolutely agree and, in fact, power would
have been the second term I would have used and it speaks for you that
you also identify that as central to sociology. Another example I just
can give of the relational perspective is of course lest it be
forgotten that wealth distributions are also marked by tremendous
racial inequality, that just the black for example black-white wealth
gaps are really large. So the typical black family in the US holds
only about 10% of the wealth of a typical white family. Now that's
again sort of a gradational perspective, some have less some have, but
of course if you study wealth and its Genesis in the United States,
you should also think about whether, for example, white wealth has
been built on the back of black wealth. That, you know, direct
expropriation and direct exploitation has occurred, and so the
relational perspective drives us into very different territories and
very different discussions.

Steven: Well, Fabian, I can't thank you enough for just a really
inspiring conversation.

Fabian: Thank you, this has been a lot of fun.

Steven: The Inequality Podcast is a production of the Stone Center for
Research on Wealth Inequality and Mobility at the University of
Chicago. I want to end the podcast with thanks to the people who
really make it happen. First, I want to thank our producer and



engineer Shane McKeon. Second, I'd like to thank our assistant
director Gerardo Espinal Franco for really the production oversight
and doing everything that is required to bring the podcast to
fruition. And finally, I'd like to thank our executive director Grace
Kolavo for her support, not just for the podcast, but for every
activity at the Stone Center. You may get in touch with us at
stonecenter.uchicago.edu. Thank you so much for listening.
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