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U.S. is a Tragic Outlier



With Regard to Economic 
Outcomes, Too

Increase in National Unemployment 
Rates Between Pre-Covid-19 (Jan) and 
Post-Covid-19 (September) Economies



“Great Risk Shift”

• Stark rise in economic insecurity among all but 
affluent Americans
• Shift of  risk from corporations and government onto 

workers and their families

• Most acute among most disadvantaged

• Accelerated amid COVID-19 pandemic (despite 
substantial immediate state and federal action)

• Secular trend seems certain to continue absent major 
political and economic reforms



Probability of  experiencing a 25% or 
greater year-to-year income drop

Source: Hacker & Rehm, British Journal of  Political Science, 2020.



Three Questions

• What Is Insecurity?

• How Can We Measure It?

• Is the American experience more
general (or will it become so)? Focus on 
peer nations, i.e., rich democracies.



Insecurity is Fundamental

1. Both prospect and experience of  loss imposes both material and 
subjective hardship

• Loss aversion
• Psychological barriers to accurate perception/adequate preparation
• Pervasive failures/shortcomings of  insurance/credit markets (and of  

self-insurance)

2. Influence on economic behavior: e.g., human capital acquisition, 
labor/geographic mobility, risk-taking

3. Closely linked to inequality (incl. of  opportunity)—and huge 
inequality seen in measures of  insecurity

4. Huge influence on politics and policy. Government spends a lot
to address insecurity. 



After-Tax Public and Private Social 
Spending in Affluent Democracies, 2017



What is Economic Insecurity?

“The degree to which individuals (or families/ 
households) are protected against hardship-causing 
economic losses without adequate protection.” 
• Some thorny issues:
• Role of  individual psychology? (Perceived insecurity 

necessary, sufficient?)

• How to account for prospective character?

• Global or domain-specific phenomenon? (“job 
insecurity,” “retirement security,” etc.)



Measurement (Is It an It?)

Objective Subjective

Domain-Specific 
Measures

Single measure  within 
domain (e.g., “asset 
poverty”; occupation-
specific unemployment 
rates)

Single measure within 
domain (worry, estimated 
probability, willingness to 
pay?) (e.g., ”difficulty 
making ends meet”)

Indices of  
Domain-Specific 
Measures

Integrated 
Measures 
(Observed 
Experience)







Measurement (Is It an It?)

Objective Subjective

Domain-Specific 
Measures

Single measure  within 
domain (e.g., “asset 
poverty”; occupation-
specific unemployment 
rates)

Single measure within 
domain (worry, estimated 
probability, willingness to 
pay?) (e.g., ”difficulty 
making ends meet”)

Indices of  
Domain-Specific 
Measures

Multiple aggregated 
domain-specific measures 
(e.g., Osberg)

Multiple aggregated survey 
responses

Integrated 
Measures 
(Observed 
Experience)

Single measure (generally
“realized risk” – e.g., 
Hacker et al.) income 
(“available” income), 
consumption, wealth 

Single measure (worry,
estimated probability, etc.) 
– Can you really ask people 
if  they’re “insecure”?



A Quick Note on                    
Data Considerations

• Panel economic data (essential for loss measures); 
much more widely available because, e.g., European 
Union Statistics on Income and Living Conditions (SILC). But 
much less so (or reliable) for less affluent nations.

• Administrative data: availability, missing variables, 
matching, representativeness (special problems with 
private financial data)

• Subjective measures (some in panel data): strength 
of  instruments, comparability over time/across 
nations









Why such a stark increase in insecurity in 
the U.S.?

1. Erosion of  America’s distinctive framework of  social 
provision, which is uniquely reliant on private risk 
pooling by employers 



1. Erosion of  America’s distinctive framework of  
social provision, which is uniquely reliant on 
private risk pooling by employers 

2. America’s much larger rise in economic inequality 
(slow to no wage growth for all but top tier of  
workers), which is linked to

3. Growing “asymmetric polarization” of  the parties, 
coupled with lawmaking institutions that tend 
toward gridlock in the context of  such cleavages

Why such a stark increase in insecurity in 
the U.S.?



What’s common? “Drift”
=Failure to update policy in the face of  

changing circumstances

1. Shifts in Work: Shifts in labor market due to technology, globalization, union decline, 
rise of  the knowledge economy, etc.

• Rising inequality (to a greater or lesser degree)

• Greater job instability

• Greater need to invest in education/skills

2. Shifts in Families: female LFP, declining family stability, aging, etc.

• Families as source of  risk as well as insurance

• Centrality of  child care/paid leave

3. Shifts in Social Protections: strained public finances, household wealth shocks, 
insurance risk shift, key risks may become uninsurable, etc.

• Housing as central source of risk and insurance

• Difficulty of  updating established policies

New and Intensified Risks Meet Aging Social Protections



Centrality of  “Drift”

• Drift creates a certain kind of  politics
• Advantages organized, multi-venue political actors who 

can block change
• Difficult to hold politicians accountable for inaction, 

esp. b/c drift plays out slowly
• Fostered by polarization, as it interacts w/ veto-laden 

political institutions

• Suggests that active attempts to undermine 
protections are less likely than erosion and mismatch 
(though there are still many examples of  such 
attempts--see U.S. GOP, 2017)



How Does COVID Change 
the Picture?

• Crises are opportunities (but also crises!)

• Greater salience of health and economic security

• But: distrust in government, right-wing populist
response

• Without question will leave deep imprint

• Challenge is to articulate what it tell us: we’re in this 
together




