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Judaism, Markets, and Capitalism: Separating Myth from Reality
The active participation of man in the creation of his own wealth is a sign of his spiritual greatness.
—Rabbenu Bachya
Milton Himmelfarb, one of the most well-known sociographers of the American Jewish community, definitively summed up the American Jewish political paradox with his famous aphorism: “Jews earn like Episcopalians and vote like Puerto Ricans.” American Jews, it seems, tenaciously refuse to be part of any empirical regularity that links higher income levels with more conservative, or economically liberal (in the European sense), political positions. Recent data indicate that American Jews earn per capita almost twice as much as non-Jews. Yet, they are between 33 and 50 percent less likely than American Catholics and Protestants to identify themselves as supporters of the free market.1
Why is it that American Jews suffer from (or perhaps enjoy) a particularly acute case of champagne socialism? The most popular answer to this difficult question involves the impact of Judaism on the belief system of American Jews, as well as Judaism’s emphasis on aggressively pursuing social justice.2 The conventional wisdom is that Judaism motivates Jews to be highly educated and to succeed professionally but to fervently support relatively collectivist social policies and other forms of aggressive government intervention for shaping an ideal society.
In this monograph, we raise serious questions about the plausibility of this theory. In our view, the fundamental problem with the so-called standard answer is that it is not at all true that Judaism is a set of principles that endorses income redistribution and other progressive social programs. In fact, we try to show the opposite: Judaism is a system of thought that more naturally aligns itself with the basic principles of economic liberalism. Jewish economic theory does not explain the widespread distaste amongst Jews for a free-market political agenda.
As just one example of the harmony between Judaism and economic liberalism, which we pursue in more detail later, consider the Jewish commandment of Tzedakah. Tzedakah, which means justice, requires every Jew to donate at least 10 percent of their annual income to help support the poor. Nevertheless, Tzedakah does not imply a need for a public policy of involuntary taxation and non-contingent monetary handouts for the unemployed.
Maimonides, the great medieval Jewish philosopher and codifier of Jewish law, held that the most praiseworthy and effective means of fulfilling the commandment of Tzedakah was through offering a business partnership, a business loan, or a job to an impoverished person.3 It should therefore be quite natural for Jews to be squarely on the political right when it comes to “Wisconsin-style” welfare reform. The former Prime Minister and Finance Minister of Israel, Benjamin Netanyahu, apparently understood this well. Speaking on the benefits of workfare reform in Israel, Netanyahu was once quoted as saying that it is not enough to be a Thatcherite: Jew should go even further and become a Maimonidite.
In the next section, we analyze survey data that helps empirically establish that American Jews do have a rather strong distaste for economic liberalism. We then present data that compares Israel to a set of other countries on the basis of economic freedom in order to establish that Israeli Jews also eschew public policies consistent with free market economics. This is followed by the positing of five axioms that lay the foundations of what we will call Jewish economic theory, which are then applied to two contemporary public policy issues. After ruling out Judaism as a plausible explanation for Jewish anti-market persuasions, we consider an alternative hypothesis that suggests that this animus has nothing to do with Judaism per se and more to do with the particular history of the Jewish people, especially in Europe.
The Political Preferences of American Jews
Is it true that American Jews overwhelmingly identify with a political agenda of extensive government intervention in the economy and progressive social programs? One way to address this question is to examine data on voting outcomes from surveys of American Jewry, sponsored by the American Jewish Committee. Table 1 below displays the percentage of the Jewish vote that went to the Democratic and Republican candidates in each presidential election since 1916.
The table indicates that American Jews have heavily supported the Democratic candidate in the overwhelming majority of presidential elections since 1924. The only elections in which there was less than a 20 percent spread in favor of the Democrats was 1916, 1920, and the race among Reagan, Carter, and Anderson in 1980. The average percentage of American Jews voting for the Democratic candidate during this time period is 70.5 percent, while the average percentage voting for the Republican candidate is 24.5 percent.
Are American Jews moving away in recent years from their traditionally heavy support of the Democratic Party? In order to help detect movements over time, we fit a polynomial trend through the voting percentage data reported in Table 1. Figure 1 below displays the raw data and the estimated trends.
As the estimated trends (fitted values) starkly illustrate, there was a widening gap in favor of the Democrats after the 1920 elections. Subsequent to the elections in 1944, the trends reversed direction. The percentage going to the Democrats and the percentage going to the Republicans began to slowly converge, even if the Democrats still commanded the overwhelming majority of the Jewish vote. The modest gains of the Republicans, however, ceased after 1992. The recent trends indicate a return to wider gaps in favor of the Democrats.
Data on a range of other political preference measures tell a similar story. American Jewish support for increased government spending on education is quite high and on an upward trend. Between the years 1970 and 1982, 65 percent of American Jews favored greater public spending on education, while between 1991 and 2002, the figure was 82 percent. Support for greater levels of public welfare spending grew from 18 percent in the 1970s to 26 percent in the 1990s. There is also relatively little heterogeneity in the political preferences of American Jews. Jewish support for the American liberal agenda is mostly unaffected by income level, education, religiosity, or place of residence.4
Is it perhaps possible that American Jews are not any different from similar American non-Jews in their aversion to a free market political agenda? A comparison of this type is rather important because American Jews have socioeconomic characteristics that are, on average, different from the American population as a whole. These socioeconomic characteristics might be highly correlated with political preferences, irrespective of religious affiliation.
The distinctiveness of American Jews in terms of socioeconomic characteristics can be empirically documented by analyzing data from the General Social Surveys (GSS) conducted by the National Opinion Research Center at the University of Chicago. According to these surveys, American Jews are the most educated ethnic group in the United States. Their average number of years of education is 15.7 as opposed to 13.2 for the American population as a whole. Further, 62 percent of American Jews are college graduates, compared to only 23 percent amongst all Americans. American Jews also work in occupations with higher occupational prestige rankings. The Jewish occupational prestige average is 51.9 compared to 43.2 for non-Jews.
Higher levels of education and employment in more prestigious occupations result in American Jews exceeding all other ethnic/racial groups in the United States in terms of household income. In 1986 dollars, the average household income of Jews is $58,900, 70 percent higher than the average income of all American households. Jewish per capita income averages $27,500, which is 95 percent higher than the per capita income of American non-Jews.
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