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Throughout its history, economics has been centrally concerned with capital. In
his magnum opus, The Wealth of Nations, Adam Smith defined it as the portion
of someone’s possessions “which, he expects, is to afford him...revenue.”' Until
the second half of the 20th century, capital was analyzed primarily in its physical
and financial forms: factories, machines, and equipment; stocks, bonds, and
insurance contracts.

Over the past 60 years, Gary Becker and other economists have established the
concept of “human capital’—personal attributes such as skills, knowledge, and
personality traits.? Like other forms of capital, human capital reflects investment
and is valuable (revenue-affording) to its possessor. Most obviously, it pays off in
the labor market. But more broadly, human capital helps us achieve whatever our
aims might be—economic or otherwise. Empathy and the ability to cooperate,
for instance, facilitate the forming of close friendships, an important source of
happiness in life.

In more recent decades, researchers and theorists have described another source
of wealth: social capital. While not previously unknown to economists, social capital
was first comprehensively analyzed by political scientist Robert Putnam. It refers
to the aspects of human relationships that may be expected to afford value to their
possessors. Relationships inhere in social networks as well as in the institutions that
people create together for specific purposes and in which they participate. These
institutions are ubiquitous, ranging from families to schools to book clubs to unions
to churches to athletic leagues.*

The social capital literature has suffered from inconsistent and imprecise
definitions, and like human capital, the social variety presents complex
measurement challenges® Yet, in the same way that individual attributes

are almost self-evidently of greater or lesser value, so, too, with relationships.®
Relationships provide individuals happiness, identity, self-worth, knowledge, skills,
financial support, emotional support, values, preferences, habits, and more. Welbs of
relationships also produce collective goods such as norms, institutions, civil society,
and culture, which then, in turn, become part of the stock of social capital available
to individuals embedded in these webs.

Even from the narrowest of economic perspectives, who we know, the institutions
to which we are connected, and what they can do for us are obviously related to
economic outcomes. We find jobs through our contacts. We develop skills (human
capital) that pay off in the labor market through the mentorship of teachers,
parents, and neighbors (reflecting the social capital inhering in those relationships).

Just as obviously, economic precursors affect the value of individual and
community social capital. Economic development has created more-extensive
but less-personal relationships at least since ancient Greeks adopted coinage
and institutionalized market exchange within open-air agoras.” Today, a poor
neighborhood with community members who have low attachment to the
workforce will afford insufficiently valuable social capital to students living there
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who aspire to become a doctor.2 A town experiencing a factory closing may see
local businesses fail and an exodus of the most resourceful residents, leaving behind
places where community is all but absent.®

For two years, the Social Capital Project within the Joint Economic Committee
(JEC) has documented trends in associational life—what we do together—and its
distribution across the country. With this evidentiary base established, the Project,
now situated in the JEC Chairman’s Office, turns to the development of a policy
agenda rooted in social capital. Specifically, the focus of the Project will be to craft
an agenda to expand opportunity by strengthening families, communities, and
civil society.

The following sections of this paper offer a justification for our focus on opportunity
and on social capital as a means to opportunity. Subsequently, we shift to discussing
how public policy might affect the value and distribution of social capital. We
introduce five policy goals around which the Social Capital Project’s research will be
organized. The conclusion previews how we will do so.

OPPORTUNITY AS THE “LEADING OBJECT” OF PUBLIC POLICY

On the 85% anniversary of the Second Continental Congress's ratification of the
Declaration of Independence, President Abraham Lincoln addressed a special
session of the US Congress. The state of the Union was decidedly precarious. Lincoln
had assumed office just four months earlier. In between, four states had seceded
from the Union in the aftermath of the Battle of Fort Sumter, joining the seven that
had formed the Confederate States of America prior to Lincoln’s inauguration.

Lincoln asked Congress to authorize an increase in troops and funding sufficient
to wage the Civil War, but he was also trying to win the hearts and minds of
legislators—especially border-state legislators—in favor of the cause of the Union.
His case was ultimately expressed in his assertion that “the leading object” of the
federal government was “to elevate the condition of men; to lift artificial weights
from all shoulders; to clear the paths of laudable pursuit for all; to afford all an
unfettered start and a fair chance in the race of life."™©

In other words, Lincoln’s pitch to nervous and wavering Americans staring a bloody
war in the face—nhis best case for patriotism and loyalty—was an appeal to the
federal government's responsibility to remove barriers to opportunity.

Today's policy and political debates often revolve around opportunity and the role of
public policy in expanding it. These debates are rendered less productive than they
could be because of a number of short-sighted views. More effectively promoting
opportunity requires a broader and more subtle perspective that moves beyond the
blind spots of the left and right.
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For starters, there is a tendency to equate “opportunity” almost exclusively

with economic outcomes—educational or financial success, for instance.
Policymakers are too often blind to the reality that many people find happiness
not in maximizing their years of formal schooling, standardized test scores,
college ranking, seniority at work, or annual salary, but in enjoying their family
life, being embedded in communities, feeling spiritually fulfilled, and having a
sense of self-worth.

Many observers of the 2016 presidential primaries had a difficult time
understanding the resonance of then-candidate Donald Trump's assertion that,
“Sadly, the American Dream is dead.” Tim Carney, in his important new book,
Alienated America, argues that Trump's pessimistic appeal was attractive not
because economic times were especially bad that year. What had died, in the view
of his core supporters, was “the American Dream of robust community life.""

“The materialistic view of the American Dream,” according to Carney, “misses the
point.” Instead, he speculates,

the things we think accompany the American Dream are the
things that really are the American Dream. What if the T-ball
game, the standing-room-only high school Christmas concert,
the parish potluck, and decorating the community hall for a
wedding—what if those activities are not the dressings around
the American Dream, but what if they are the American Dream?"

Just as there is too often a narrow focus on economic outcomes in debates about
opportunity, discussions too often emphasize economic or personal barriers.
Among political liberals, in particular, “lifting artificial weights” and “clearing paths”
mostly mean giving more money to poor, working-class, and (increasingly) middle-
class people. Hence the calls on the left for guaranteed jobs, a $15 minimum wage,
universal child care, universal college, and a universal basic income guarantee.

In contrast, conservatives have tended to point to personal barriers to opportunity.
Different income levels in adulthood, for instance, may be due to unequal economic
resources growing up, but they also may be the product of different orientations,
preferences, values, and personal strengths and weaknesses. Equalizing incomes
will not necessarily change these differences.

However, the conservative perspective is not without its own problems.
Conservatives have tended to wield the concept of opportunity defensively,
affirming their support for “equality of opportunity” as against the “equality

of outcomes” that they accuse liberals of seeking. The distinction is rooted in
conservatism'’s view of people as mostly the captains of their own ships. Given
that we have made great strides as a nation achieving formal political equality,
the US is often thought to have realized actual equality of opportunity. If someone
fails to realize her own definition of the good life—perhaps as a consequence

of problematic orientations, preferences, values, and weaknesses—many
conservatives view this failure as a personal shortcoming.
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Most conservatives would agree with Martin Luther King Jr. that “a productive

and happy life is not something you find, it is something you make."” But we

do not navigate our lives in isolation, we make a productive and happy life with
other people. Supportive relationships and institutions are instrumental for
expanding opportunity. In part, that is because they are instrumental in forming our
orientations, preferences, values, and personal strengths and weaknesses.

That is to say, opportunity depends on social capital—what is available to us from
our relationships with family, friends, neighbors, congregants, coworkers, and
others. In particular, the people to whom we are born and around whom we live are
consequential for our opportunities. “Artificial weights” are not only economic, not
only personal, but social.

SOCIAL CAPITAL AND OPPORTUNITY

Establishing the empirical importance of social capital is more difficult than it may
seem at first glance. After all, we cannot see or touch social capital; we cannot
measure it directly, and it has both quantitative and qualitative elements. Research
on human capital has tended, until recently, to simply equate it with educational
attainment or scores on tests of cognitive ability. As limiting as this convention is, the
field of social capital research cannot even claim a conventional measure.

Moreover, it is difficult to establish causal relationships in social science even when
looking at well-measured phenomena. Absent a randomized experiment—where
half of participants are, for instance, given $50,000 while the other half are not—
social scientists have limited options for understanding how the outcomes of two
groups that differ on some attribute would change were there no such difference.
The two groups may differ in any number of other ways, and those differences may
be the real attributes that produce disparate outcomes.

Because we lack many experiments in which social capital is distributed randomly
between people, we mostly are left with necessarily flawed studies that attempt to
mimic an experiment using statistical methods.

One important exception is a paper by economists Raj Chetty, Nathaniel Hendren,
and Lawrence Katz evaluating a policy experiment called “Moving to Opportunity.”
Moving to Opportunity involved nearly 5,000 families in five cities and randomly
gave public housing residents a rent subsidy to be used only in a low-poverty
neighborhood, a subsidy with no such restriction, or no subsidy at all (beyond
continuing to live in their public housing project). The study found that compared
with remaining in place, moving to a low-poverty neighborhood in childhood (but
not adolescence) increased college enrollment, lifted adult earnings by one-third,
reduced single parenthood, and improved neighborhood quality in adulthood.
Social capital's power burns slowly; the longer children lived in a low-poverty
neighborhood, the better their outcomes. Fundamentally, the results point to the
importance of the local networks and institutions to which children are exposed.
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This paper is part of a series of studies illustrating the importance of social capital
for the intergenerational mobility of children by Chetty, Hendren, John Friedman,
and a number of their colleagues at the Equality of Opportunity Project (EOP) and
now at Opportunity Insights.

In its seminal work on the subject, “Where is the Land of Opportunity?”, the EOP
found that intergenerational mobility varies widely across the country.® To measure
mobility, the authors of the study ranked more than 40 million children and their
parents by income percentiles. Places where two grown children from different
families tend to be ranked more closely together than were their parents were
considered to have high relative mobility. The authors found that areas with high
levels of relative mobility also tended to produce higher-ranked adults from their
low-income children. (That is, they produced what EOP calls simply, “upward
mobility.”)*

Many features of places seem to go along with high or low mobility, but the
research of EOP and Opportunity Insights consistently has found measures of social
capital to be among the most strongly related. Out of 34 features they examined

in “Where is the Land of Opportunity?”, the one most strongly related to upward
mobility and relative mobility was the share of children in an area that was raised

by a single mother. In second place as a predictor of upward mobility was a fairly
limited index of social capital. Community rates of mobility were also higher where
there were more religious adherents, fewer divorced adults, and more married
adults, and where there was less economic and racial segregation.”” All of these
indicators bear on the value of social capital in an area.’®

Research by the Social Capital Project confirms the EOP findings. Relative mobility
is higher not only when states score better on our social capital index and when
family unity is higher, but also the higher are their levels of family interaction, social
support, community participation, and charitable giving.”

These relationships may or may not mean that social capital causes mobility. It may
be that upwardly mobile families with high social capital simply tend to congregate
together; if a community looks like it promotes mobility, it might just be because it
is home to a lot of families who would be upwardly mobile anywhere. Chetty and
Hendren have made a strong case that places do promote or impede mobility.° In
one paper, they found that children who moved to better areas—places with high
income mobility among permanent residents—had better long-term outcomes in
proportion to the amount of time they spent there.?

It is even more difficult to establish that specific features of places affect mobility.

In another paper, Chetty and Hendren first estimated the causal effect on mobility
of living in each of hundreds of communities, such as Memphis or Salt Lake City.%
To do so, they compared the adult outcomes of brothers who moved to an area but,
because they differed in age, subsequently lived in it for different durations. This
causal effect is distinct from the part of a place’'s mobility rate that simply reflects
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the sorting of high- or low-mobility families into Memphis or Salt Lake City. Then,
rather than looking at how community features were related to mobility, Chetty and
Hendren looked at how they were related to the causal effect of living in Memphis,
Salt Lake City, or some other community.

These analyses revealed that nearly two-thirds of the strong correlation between
single parenthood and upward mobility was due to the fact that single parenthood
was related to an area’s causal effect on mobility. That is, commmunities with high
rates of single parenthood tended to be worse for mobility than communities

with low rates (not simply home to families with lower mobility). The relationship
between an area’s score on the social capital index and its upward mobility entirely
reflected the causal effect of moving to the area rather than sorting. Social capital
had the fourth-strongest relationship with area causal effects on mobility (out of 40
factors), while single parenthood ranked 10th. The share of adults married came in
close behind at 15%" place.

Chetty, Hendren, and their colleagues have also assessed the extent to which
features of communities can explain unequal outcomes between men and women
and between blacks and whites. One paper looked at why low-income girls have
higher employment rates as adults than poor boys do.? The association between
this employment gap and a community’s rate of single parenthood when the

boys and girls were children was the fifth strongest of 28 factors, and community
marriage rates came in at sixth.

In yet another paper, the team looked at adults who, as children, were poor but
lived in low-poverty neighborhoods. They found that black men had stronger
upward mobility the more low-income black fathers there were in their childhood
neighborhood.?* This was true regardless of whether someone's own father was
present, suggesting that even the family cohesion of other black children in the
neighborhood affected them.?> Meanwhile, having more low-income white fathers
in the neighborhood did not increase the upward mobility of poor black children;
nor did having more low-income black men who were childless. More low-income
black fathers in a neighborhood also corresponded with higher future employment
among poor black boys. The relationship between the number of low-income
black fathers and future employment was much smaller for poor white boys and
negligible for poor black girls.

The Chetty-Hendren-Friedman research on upward mobility suggests that our
intuitions about social capital are correct. The nature of our relationships provides
more or less value to us as we pursue our aims in life.?
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THE LIMITS OF PUBLIC POLICY

If social capital matters for opportunity, there remains the question of whether
government—or the federal government specifically—should (or can) do
anything to reduce social inequalities.

The extent to which government policy can expand opportunity or reverse
America's deteriorating family and community life is, first and foremost, limited
by our commitment to classical liberal principles of personal responsibility,
individual choice, and freedom from state encroachment on private decision-
making. One might argue that if free-willed individuals choose to act in ways
that weaken community cohesion—by, for instance, relying more on markets to
provide services such as child care and less on neighbors—so much the worse
for communities.

What is more, practically speaking, public policies to change behavior have often
proven ineffective or, worse, counter-productive. In the mid-1980s, after years of
evaluating social policies, Peter Rossi declared with his “iron law of evaluation”
that, “The expected value of any net impact assessment of any large scale social
program is zero."?” Further, his “brass law of evaluation” asserted that, “The more
social programs are designed to change individuals, the more likely the net
impact of the program will be zero.” Almost thirty years later, David Muhlhausen
ratified Rossi's observations in a comprehensive study of rigorously evaluated
multi-site federal social programs. He reported, “the evidence overwhelmingly
points to the conclusion that federal social programs are ineffective.”?®

Even worse, policies not primarily intended to change behavior—aimed at, for
instance, providing greater income security—often nevertheless create perverse
incentives for beneficiaries to act in ways that impede opportunity. Many safety-
net programs include features that discourage work, marriage, and saving.
Policies to mitigate risks often counterproductively generate more risk-taking—
the phenomenon known as “moral hazard.”

When the federal government expands the provision of goods and services

on offer through social policy, it runs the risk of “crowding out” civil society—
another potentially counterproductive effect of public policy. Increased reliance
on government to address needs weakens the selfish rationale for community
mempbers to invest in social capital. Because individual investment in social
capital often creates benefits for the entire community, such as norms of trust
and reciprocity, the result may be the loss of communal benefits completely
ancillary from the goods and services provided by government. Greater subsidy
of child care might end up producing less volunteerism.

Any policy agenda to expand opportunity must confront these two constraints:
the inadvisability of government intervention in many cases, and its frequent
incompetence. However, even with these limitations, public policy can still
influence our institutions of civil society in beneficial ways. Most obviously,
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government can remove or reform policies that weaken institutions or that
promote less desirable alternatives to them. It can also promote the bases for a
flourishing civil society: strong families, a stable and growing economy, effective
safety nets, and local decision-making. Finally, public policy can facilitate the
identification and replication of successful interventions that promote opportunity.

EXPANDING OPPORTUNITY THROUGH SOCIAL
CAPITAL INVESTMENT

The concept of social capital encompasses an enormous amount of social and
economic life. A place’s social capital reflects the sum of all its relationships—
between community members, between individuals and local institutions, and
between members and those outside the community. To bound the types of
policies under consideration, the Project has identified five broad goals related to
opportunity, based on the past two years of its research.

These goals include making it more affordable to raise a family, increasing how
many children are raised by happily married parents, connecting more people to
work, improving the effectiveness of investments in youth and young adults, and
rebuilding civil society.

Making It More Affordable to Raise a Family

The most important source of social capital for most people is the family in
which they are raised. As Yuval Levin has eloquently expressed, the “middle
layers” of society—between the individual and the state—"begin in loving family
attachments.” From this base, the middle layers

spread outward to interpersonal relationships in neighborhoods,
schools, workplaces, religious communities, fraternal bodies,
civic associations, economic enterprises, activist groups, and
the work of local governments. They reach further outward
toward broader social, political, and professional affiliations,
state institutions, and regional affinities. And they conclude in a
national identity that among its foremost attributes is dedicated
to the principle of the equality of the entire human race.?®

When families are unhealthy or diminishing in number, the social capital effects
ripple across our other relationships and civil society, reducing happiness, hurting
opportunity, and exacerbating inequalities. In particular, if a large or growing
number of men and women cannot afford to start or expand a family in line with
their preferences, that represents a profound loss that merits national attention.
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Figure 1. Percent of Women Married, 1880-2018

Source: Social Capital Project analyses.*

Both marriage and fertility have declined dramatically since the mid-20%* century.
The share of women married peaked around the mid-1950s (Figure 1), and marriage
rates for single women have fallen steadily since 19503 Fertility began falling in the

late 1950s (though from a relative peak, since fertility was much higher for most of
the 19t century—see Figure 2).

Figure 2. Total Fertility Rate, 1800-2017

. White TFR

Creerall TFR
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Source: Social Capital Project analyses.*
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Do these trends reflect a long-term increase in the cost of raising children? Or
perhaps a deterioration in personal finances that has made fewer people—in
particular, fewer men—marriage material? Has adequately-sized housing become
prohibitively expensive? Has student loan debt scared off would-be newlyweds? If
these explanations are behind the fall in marriage and fertility, then our economy
would be deeply implicated.

However, the timing of these changes suggests a different explanation. Marriage
and fertility both fell during the 1960s, a period of robust income growth for
Americans of all walks of life. The steepest declines in both came before 1980. While
marriage rates have continued to fall, the total fertility rate was 1.79 in 1977, and 40
years later, it was 1.77.3 These trends are inconsistent with accounts focused on
economic decline since the 1980s.

An alternative explanation that better fits the timing is that increased educational
attainment and employment among women led to later and fewer marriages
and births. Female labor force participation rose throughout the 20" century,

but the sharpest rise came in the 1970s, when both marriage and fertility were
rapidly declining.** The share of women getting four-year college degrees began
to accelerate in the mid-1960s and the share in graduate school sharply rose after
1970.%

This historical development has expanded opportunity for women greatly.
However, because men did not choose to take on more of the burden of home- or
community-making, the shift has also weakened our associational life.*®

That, in turn, likely has made it more difficult to raise a family. Because there are
fewer stay-at-home parents today, two-worker families have increasingly had to rely
on more formal (and expensive) child care arrangements. Because the workplace
has not better accommmodated two-worker families, their increasing number has led
many to feel they face an inescapable time crunch. Long work hours and commutes
lead to less family time at home.

Meanwhile, families that might prefer the traditional breadwinner/hnomemaker
model may find they must sacrifice other wants to do so, as the dual-income
families bid up the price of housing, health care, higher education, and other
expenses. Many traditionalists will find their preferences unattainable.

Falling marriage (paired with an increasingly generous federal safety net) has also
contributed to an explosion in single-parent families, which tend to be poorer than
their two-parent counterparts.

If this story about the declining affordability of raising a family is correct, then
policy should address the highest costs of raising a family while accepting that we
are unlikely to return to mid-20t*-century levels of marriage and fertility. It should
focus in particular on lower-middle class, working class, and poor families, and it
should not marginalize or penalize families wishing to pursue the traditional sole-
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breadwinner model. Policy should also consider ways to increase family time.

It should promote two-parent families and discourage single-parent families
(see below). This story of changing family affordability, more so than the story of
economic deterioration, also highlights the importance of choices and trade-
offs. No one has a right to form their ideal family on their ideal schedule, and it is
unreasonable to expect other taxpayers or employers to pay the cost of doing so.

A third explanation for falling marriage and fertility combines the first two,
asserting that economic deterioration is behind the increase in work among
women. This explanation sees rising female labor force participation and infers
that wives have had to bail out their husbands due to their falling wages and
employment. While the timing of the changes in educational attainment, work,
marriage, and fertility—and the broad pervasiveness of these changes across rich
countries around the world—offer little support for this story, it, too, would call for
bold policy reforms to address economic problems that apparently have been
plaguing the developed world for half a century.®”

Has it become less affordable to raise a family, or is it just too expensive for

too many people, regardless of the change over time? Who faces affordability
problems? Which of the three stories about the decline in marriage and fertility is
right? And above all, what should be done to help Americans who cannot afford the
family that they desire? The Social Capital Project will pursue these questions over
the coming months.

Increasing How Many Children are Raised by Happily Married Parents

Partly because marriage has declined—including shotgun marriages following
unplanned pregnancies—the share of children in married-parent families has
steadily declined over the past 50 years.?® In 1967, 88 percent of children were
living with two parents, but that number had fallen to 69 percent by 2017. Half of
children today will experience at least some time living without both parents.®
The share of births that were to unmarried women rose from 5 percent in 1960 to
40 percent in 2017 (Figure 3).4°
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Figure 3. Share of Births to Unmarried Women, 1940-2017

Source: Social Capital Project analyses.*

There are good theoretical reasons to think that growing up with a single parent
is, on average, disadvantageous for children. And indeed, hundreds of studies find
that on just about every outcome, children who grow up with single parents do
worse than children who grow up with married parents.*?

However, the problem is that we do not know how today’'s grown children of
single parents would have done if their parents had been induced, somehow, to
marry or stay married. In fact, different forms of inducement would have affected
different families. It is not reasonable to assume—as most social science research
does—that the children of parents who would have been nudged to marry would
later have the same outcomes as we see in the real world among the children of
married parents.®

Consider identical twin studies, which compare the children of twin sisters, where
one twin is married while the other is single. As in other studies, the children
raised without a father present tend to do worse than those with two parents.
This difference, by design, holds constant everything twin parents share in
common (including all of their genes).

However, what we want to know is not how the children of the married twins
compare with the children of the single twins, but how much better or worse the
latter would have done with their father present. The married and single twins
differ in some regards, as do their partners. Those differences might have affected
child outcomes. We cannot simply assume that the single twins’ children would
have done as well as their cousins if only their fathers had been around.
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At the very least, it seems reasonable to believe that if the single twins and their
partners would have had marriages as happy as those of the married twins

and their partners—with all of the benefits that would have brought to their
children—they would have chosen to get or stay married. Alternatively, if they
would have experienced high or even elevated conflict as a consequence of a
nudge-induced marriage, their children might have done worse than they did in
the real world raised by a single parent.*

The key is having happily married parents. We don't need to determine how
well the academic literature estimates the typical effect on children of growing
up with a single parent. We only need to stipulate that children generally are
happier, healthier, and better prepared for life when they have two happily
married parents rather than a single parent.

They get to see both parents every day, spend the holidays with both, and

they don't have to feel guilty about spending or enjoying more time in one
household than the other. Nor do they have to question whether they caused
their parents to break up. They have a single set of household rules, a single
bedroom and wardrobe. Their schedule does not depend on which parent they
are staying with. They get engagement from both parents and avoid hearing
parents acidly complain about each other. Their parents are less exhausted by
childrearing. They get the material benefits of economies of scale and of higher
family income. They are witness to what a loving relationship looks like and have
first-hand evidence that such relationships are secure and sustainable. And they
avoid having to adjust to the changing romantic lives of their mother or father—
changes which can include disruptive remarriages and family-blending.

It is easy to see how much more valuable family social capital is likely to be

in such families than in disrupted families. And in terms of community social
capital, the Chetty-Hendren-Friedman team has uncovered suggestive evidence
that being surrounded by more single-parent families can also hurt upward
mobility independently of whether they grow up with both parents themselves.“

From a policy perspective, then, we want more children in happy married-parent
families. That is subtly different than simply minimizing the share of children in
single-parent families, and it stands in contrast to being indifferent about the
kinds of families in which children are raised.

How to achieve this goal depends on knowing how we got here, where

and among whom the two-parent ideal has receded, and how much we
should blame economic hardship versus cultural change or the unintended
consequences of public policy. It could entail a variety of strategies: fostering
the conditions that lead to more happy marriages; assisting fragile families so
that differences and conflicts may be effectively cooled and ultimately resolved;
preventing unintended pregnancies; improving men'’s economic prospects

to make them more “marriageable;” or removing penalties in the tax code
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and in safety net programs that discourage marriage among those who would
otherwise wed. We will explore these and other policy approaches during the rest
of this Congress.

Connecting More People to Work

Accounts of rising single parenthood that emphasize economic decline tend to
focus on trends in men's wages but also on the decline in the share of working-
age men who have a job. This fraction has been falling since the late 1960s,
driven by the decline in the share of men who are even looking for work. The top
lines in Figure 4 show that the share of men ages 25 to 54 who were employed
or actively looking for a job (“in the labor force”) fell from 97 percent in 1953 to 89
percent in 2018.

Figure 4. Employment, Labor Force Participation, and Weekly Hours among

Working-Age Men, 1900-2018

Source: Social Capital Project analyses.“®

Should we worry about the decline in male labor force participation? Many
observers fear that it reflects a deteriorating national economy. However, it is
notable that labor force participation among working-age women soared 35
percent in 1948 to 77 percent by 1999, and it was still at 75 percent in 2018.47

Moreover, a number of studies find that relatively little of the decline in labor force
participation can be attributed to men who have given up on finding a job or who
say they want a job.“® The biggest part of the story involves men who indicate
they are disabled when asked in household surveys. Despite the attention given
to the recent increase in mortality (driven by the opioids crisis)*®, most evidence
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indicates that over the past 50 years, health has improved and work has become
both less physically arduous and more accommodating of disabled employees.*
Meanwhile, it has become both easier to qualify for federal disability benefits and
more financially attractive to try.®

Indeed, one possible read of Figure 4 is that the decline in labor force
participation is simply the latest manifestation of rising national affluence.

The two lowest lines in the chart display average weekly hours worked for
employed adult men. In 1900, that average was over 58 hours, but since the
Great Depression it has hovered around 41 hours (except for an upward blip
during World War I1). Without rising productivity, it is unclear that workers could
have won a 40-hour work week by the 1930s. Since the early 1950s, rather than a
further decline in the work week, the nation has seen more and more working-
age men opting out of employment—either temporarily or permanently. That
may reflect higher earnings among wives, more generous federal safety nets, or
reduced expectations of support from nonresident fathers on the part of single
mothers who have earnings, government benefits, or both.

But even if declining work might not primarily reflect problems with the
economy, it still should concern us. Arguing that falling labor force participation
“is of a piece with the broader turn away from community in America,” New York
Times columnist Ross Douthat warns that

the decline of work carries social costs as well as an economic
price tag. Even a grinding job tends to be an important source of
social capital, providing everyday structure for people who live
alone, a place to meet friends and kindle romances for people
who lack other forms of community, a path away from crime
and prison for young men, an example to children and a source
of self-respect for parents.>

Concurring, social analyst and incoming Manhattan Institute president Reihan
Salam notes that family ties are weakening, worrying that, “those who find
themselves disconnected from the world of market work find themselves socially
isolated along many other dimensions.”?

Social Capital Project research on “disconnected men” confirms these fears.>
Compared with employed men, men out of the labor force are more socially
isolated and less happy.>® In our study, they believed more than employed men
that they were left uninvited to do things by others, that they would have a hard
time finding someone to help them with a move, that they had no one with
whom to share their worries, and that they lacked anyone to turn to for advice
related to personal problems. They were less likely to be married, to live with
adults, or to live with children, and they were more likely to be divorced. Men
out of the labor force were more likely to have ever been depressed and to have
attempted suicide. The worse their score on an index of mental health, the less
likely they were to have someone with whom they could confide in.
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In addition to widespread reports of poor physical and mental health, our report
turned up suggestive evidence that past incarceration and the threat of child
support collection were additional employment challenges.

In future reports, the Social Capital Project will assess the causes of declining
work and propose policies to reverse the decline. The goal should not be to
increase employment rates indiscriminately, which would conflict with our
interest in enabling more parents to afford to stay at home while their spouse
works, if that is their preference. Nor should we be concerned about non-workers
if they are enrolled in school or have enough resources to retire.

Rather, we will focus on idle able-bodied men and women. Our proposals will
seek to reverse the deadening social disconnection that is subsidized by work-
discouraging federal benefits, inflicted by government regulations that price
many people out of employment, and exacerbated by economic policy that limits
job creation and wage growth.

Improving the Effectiveness of Investments in Youth and Young Adults

If the families into which we are born made no difference to our adult outcomes,
then poor children would be as likely as rich children to become well-off adults.
For instance, one in five children raised in the poorest fifth would make it to the
top fifth in adulthood, and one in five children raised in the top fifth would stay
there. In reality, as few as one in 33 poor children rises to the top fifth, and two

in five children starting at the top remain there as adults.®® Almost half of poor
children (46 percent) end up in the poorest fifth of adults.

As children age into adults, we tend to assign more responsibility to them for their
outcomes. But what are we to make of this fact: entering kindergartners who are
in the bottom fifth of socioeconomic status typically lag their peers in the top
fifth on math test scores by the equivalent of 19 points on an IQ test?%” And how
are we then to feel about that gap still being the equivalent of 13 points between
high school seniors who have a parent with a graduate degree and those whose
parents did not graduate from high school?%8

Such inequality of opportunity calls out for attention from policymakers of all
ideological stripes.

Unfortunately, we have failed monumentally to narrow these gaps over time. In
fact, they have remained essentially unchanged over at least 50 years.®® Rossi's
metallic laws of evaluation would predict nothing more; most of the social
interventions we have tried have disappointed time and again.

For example, the Department of Education’s What Works Clearinghouse has
evaluated 385 different interventions designed to affect skills acquisition and
behavior.®® Of these, only 44 (11 percent) showed clear positive effects, meaning
that the research was sufficiently strong and there was no contrary evidence
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worth considering.®’ Another 54 (14 percent) were examined by multiple studies
and showed “potentially positive effects,” meaning that it was supported by a
preponderance of the evidence, though that evidence might be less rigorous
than the best study designs and some of it might fail to find effects. Another

25 percent of interventions showed potentially positive effects but were only
examined by a single study.

In contrast, 41 percent of the interventions were deemed to have “no discernable
effects,” 3 percent had “potentially negative effects,” and 5 percent had “mixed
effects.” This sampling of interventions is, unfortunately, likely to produce too
optimistic a conclusion, since the vast majority of interventions are never studied,
and those that are generally seem promising to begin with. Furthermore, studies
finding positive effects of interventions routinely fail to replicate.®?

One response would be to throw up our hands in defeat and live with a reality in
which some children bear artificial weights on their shoulders as they attempt to
traverse a path of laudable pursuit littered with debris.

We think Lincoln would throw a variety of strategies at the problem, and we
think the strategies most likely to succeed will increase the effectiveness of
investment in youth and young adults by parents and institutions outside the
family. That is, we are most interested in strategies to increase the value of the
social capital available to young people.

Over the course of this Congress, the Social Capital Project will explore ways to
strengthen parents’ ability to invest in their children. The policies we consider
related to family affordability and family cohesion will be relevant for this policy
goal. Other possible reports might promote residential mobility (to elsewhere
within a local community or to a different part of the country), assess policies

to expand educational choice, or highlight promising interventions that seek to
improve parenting skills. Some of these interventions—such as programs that
deliver information via text messaging—might be considered “social capital
hacks,” aimed at circumventing relationship-intensive strategies that are difficult
to replicate or scale up.

The Project will also consider ways to improve the quality of investments
provided by institutions outside the family. Many such institutions—schools
being the most prominent—offer programs seeking to expand the opportunities
of youth and young adults, to build their skills, and to alter their behavior. We are
particularly interested in mentoring programs, which leverage relationships in
an intensive way, as well as apprenticeships and other school-to-work programs.
And since inequality of opportunity, as evidenced by test score gaps, appears
early in life, we will pay close attention to early childhood interventions as well.

Often, our research will simply shine a light on private efforts that are
succeeding, in order to encourage other private organizations to follow their
lead. Other times, we may recommend local experimentation, potentially
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federally funded. Given the low rate of success that social programs have
demonstrated, however, government must evolve to emphasize more evidence-
based policymaking—requiring evaluation of publicly-funded programs and
strict accountability. Programs that cannot be shown to be effective should,
quite simply, be shut down.

A variety of public and private organizations are compiling data on “what
works” (and what doesn't).®® It is not far-fetched to imagine someday having the
equivalent of the Congressional Budget Office or Joint Commmittee on Taxation
“scoring” social policy legislation in terms of the likely effectiveness it will have in
achieving its intended goals.

We will also consider ways that policy might encourage a greater role for the
private sector in funding interventions and discovering what does and does
not work. Social impact bonds provide one model, where private organizations
fund an intervention with the understanding that they will be paid a dividend
by a governmental partner if the intervention produces public savings. If the
intervention fails, the taxpayer loses nothing. Income share agreements offer

a similar model, whereby private investors partially fund the costs of college

in exchange for an agreed-upon portion of a student'’s future income. Income
share agreements transfer risk from students to investors, and given the current
problems with the student loan system, they could be attractive to many
undergraduates.

There are any number of ways to increase the value of social capital accessible to
youth and young adults through parental and institutional investment in them,
and policymakers should be open to all of them.

Rebuilding Civil Society

In our flagship report, “What We Do Together,” the Social Capital Project
documented long-term declines in the health of American associational life along
a number of dimensions.®* Membership in a church or synagogue is down, as

is attendance at religious services. Union membership has plummeted. Social
interaction with neighbors and coworkers has declined. Rich, middle class,

and poor are less likely to live alongside each other. Trust in our fellow man has
eroded, along with trust in federal and state government, policymakers, and the
media. Confidence in organized religion has fallen, as has confidence in banks,
newspapers, big business, organized labor, and the medical system.

In short, our institutions of civil society have weakened and withered, and
our relationships have become more circumscribed. Political polarization
has deepened at the same time, increasingly taking a regional form that pits
coastal cosmopolitans against heartland traditionalists. And, not unrelatedly,
policymaking has become more concentrated in the federal government.
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Rebuilding civil society will require a fundamental change in how we perceive
policymaking. It will require policies that respect the strengths of localism while
accounting for its weaknesses. That is to say, they must promote subsidiarity.
Subsidiarity is a concept from Catholic social thought that recommends that

if something can be more effectively done at a smaller, more local, and less
centralized level than at a larger, more distant, and more centralized level, it
should be.

Subsidiarity has a number of advantages. It leverages local expertise and
relationships rather than relying on far-off and impersonal bureaucracies. It
allows a diversity of solutions to respond to a diversity of situations across the
country instead of relying on one-size-fits-all approaches handed down from
the federal government. By giving more responsibility to local residents and
institutions, it provides valuable roles to community members they might
otherwise lack.

Further, by encouraging participation in local groups, subsidiarity provides us
with firmly rooted identities, nurturing self-worth. That reduces the likelihood
that people will cement their identities to non-local groups based on ideology

or ethnicity that reinforce social and political polarization. By keeping decision-
making and political authority at the local level, subsidiarity avoids the
polarization that results when regional cultural polarization collides with federal
politics. Finally, it forces local residents to interact to govern themselves, which
then creates commmunal benefits. These benefits constitute social capital enjoyed
by the whole community—strong institutions, dense and active social networks,
and norms that encourage reciprocity and promote opportunity.

Unfortunately, there is a chicken-and-egg problem here for those who want to
rebuild civil society through subsidiarity. Strong institutions, dense and active
social networks, and norms of reciprocity themselves may be prerequisites for
successful localism. But government (and markets) have crowded out civil society
over the years, by serving specific needs that civil society used to fulfill (be they
income support or personal services). By reducing social interaction, the number
of groups to which we might belong, and what we get out of both, crowd-out has
further debased our social capital beyond its taking over specific responsibilities.
Members of “communities” have become less and less so. As a consequence,
simply reintroducing responsibilities to civil society may fail. It may no longer be
up to the task. Our social capital muscles may be severely atrophied.

It is not just—or even primarily—encroachment by the federal government that
has reduced our need for civil society. Affluence has made social relationships
less necessary, and as a result, we have chosen to invest less in them and more in
our own happiness as individuals (happiness as we perceive it anyway). Affluence
has allowed us to outsource the responsibilities we used to have toward one
another to impersonal institutions, including the federal government, the
personal service sector, private insurance and consumer credit companies, and
the educational system. Affluence is also reflected in technological development,
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which has allowed us to maintain relationships with far-flung friends and family
as we de-prioritize getting to know our neighbors better.

In particular, affluence made greater female labor force participation possible by
improving the ability of women to control their fertility as well as by making paid
child care affordable and increasing household productivity to the point where
homes could be maintained even with both husband and wife working for pay.
These developments resulted not only in less home-making, but less community-
making, because husbands did not take on the roles that wives increasingly
turned away from. Affluence also made single parenthood more viable, as a
generous-enough safety net came to substitute for fathers.

As if the challenges of rebuilding civil society were not enough, localism has
shortcomings to which policy should attend. Some places are poorer than others,
which means residents will need more help even as their state or locality is the
least able to provide it. Relatedly, the business cycle creates problems for states
and localities, which often have limited options for financing their costs through
deficit spending during recessions. Furthermore, in competing to attract business
or in trying to avoid attracting too many needy residents, states and localities may
face various kinds of “races to the bottom.” They may spend wastefully to bring in
employment or stingily tighten the purse strings of safety-net spending.

Another problem for localism is that compared with a powerful federal
government, states and localities may not be able to stand up to non-local business
interests or dominant local businesses, which may exercise undue political power.
Finally, sometimes federal policies can be superior to local ones—more effective (at
running Social Security), more efficient (less inclined toward land use regulations or
occupational licensing), or more just (in enforcing civil rights).

The Social Capital Project intends to think creatively about how policy—including
federal policy—can rebuild civil society. First, federal policy can strengthen local
institutions. It can leverage existing institutions and refrain from impeding their
efforts. In particular, it can reduce barriers to church-based service provision

using federal funds. It can also devolve more authority to local institutions in
administering federal programs, and it can reduce its involvement in policies that
could be better pursued locally. Policy can offer incentives for donations of time or
money to local institutions. And it can create new institutions, such as worker co-
ops that could provide portable benefits to employees.®

Policies at different levels could also promote trust in a community (restoring trust
in police, for example, within minority communities), or they could promote pro-
social norms, pro-opportunity norms, or information-sharing (about, for instance,
job demand and availability). They could seek to increase social interaction,
through investment in “social infrastructure” that brings people together
(including libraries, parks, and shopping malls).®® Policies could even attempt to
influence patterns of social interaction by, for example, discouraging land use
regulations and zoning that segregates by income (and inefficiently drives up the
cost of living).
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Finally, federal policies could counteract the problematic aspects of localism.
The federal government could provide a limited degree of federal redistribution
between rich and poor states. It could encourage individual savings so that
states’ residents aren’t dependent on federal taxpayers during downturns. And
it can ensure a baseline of civil rights protections to guard against the threat of
discrimination.

By finding ways to rebuild local institutions of civil society and revive social
interaction at the local level, the Social Capital Project hopes to catalyze a
virtuous cycle of reinvestment in social capital to fulfill more and more needs—
the mirror image of the vicious cycle that has incapacitated our ability to
accomplish things with fellow members of our community.

CONCLUSION

Social capital is a form of wealth to which policymakers have devoted too little
attention. The benefits we get from it are as diverse as information, identity,
financial and emotional support, and culture. It is the stuff of which life is made.

An important product of social capital is opportunity—opportunity to pursue
whatever individual priorities we may hold dear. Public policy should aim to
expand opportunity and to temper inequalities of opportunity. An important way
it can do that is by strengthening families, commmunities, and civil society.

In the coming months, the Social Capital Project will release a series of reports—
one for each of the five policy goals outlined above—providing an overview of
the goal, outlining the nature of the policy problem, and summarizing different
approaches to achieving the goal. With these complete, the Project will then
issue a series of analyses and recommendations related to specific policy
approaches. These narrower reports will sometimes recommend federal policy
proposals in greater or lesser detail. Other times, they will suggest appropriate
state and local policies. Still other reports will suggest actions that private
organizations might take or highlight successful private efforts to address a
policy goal. The result will be a coherent policy agenda to expand opportunity by
shoring up families, communities, and civil society.

This agenda will necessarily be incomplete, but it should offer a policy menu

of sufficient variety to appeal to policymakers with a range of priorities. It will,
hopefully, inspire others to think more creatively about investment in social
capital and how public policy might make us wealthier not just financially, but in
terms of our relationships with each other.
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This is a problem even conditioning on fairly gross demographic and economic characteristics,
as research tends to do, which presents other methodological problems at any rate.
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to resemble the effect of going through a parental divorce, for example. (And parental death
is generally not random, being at least somewhat predictable from various demographic and
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