The Aftordability
Framework

This report introduces a two-part
framework, identifying 1) broken

\ |
markets and 2) broken incomes as \ < e
dual drivers of the affordability LU \{
crisis. This framework assesses
the forces driving up costs for
Americans and is intended to equip E _

policymakers with a diagnostic
tool to better understand these
dynamics and inform future policy
decisions.

_5”_)& Economic

Security

(7 Project




Broken Markets

1. Gatekeepers

Corporate power and weak
governance constrain supply and
increase prices.

Three systemic failures make life unaffordable:

Reason What It Costs You

Corporate concentration costs
households $5,000 a year.

Restrictive zoning slows economic
growth, costing workers approximately
$3,700 in lost income each year.

2. Fragmented Markets

Market constraints prevent
providers from scaling goods to the
level needed to meet public
demand.

Administrative bloat in the private health
system wastes $528 billion a year.

Rural hospital closures raise remaining
nearby medical facilities’ prices by 3.6%.

3. Manipulated Signals

Prices fail to reflect true costs and
benefits because sellers obscure
information, forcing others to pay
more.

RealPage’s Al pricing algorithms
increased impacted rents by $70/month.

One estimate has future households
paying an extra S70/month on their
electricity bills to power Al data centers.

Why Are Things Unaffordable?
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Broken Incomes

1. Life-cycle Mismatches

Big costs arrive when earnings are
low, in early career or when we are
incapable of working.

Even when markets work, essentials remain unaffordable for three reasons:

Reason What It Costs You

A year of full-time child care for just one
child ranges from $6,868 to $28,356.

Without Social Security, 37% of seniors
would be living in poverty.

2. Inequality

Insufficient incomes and the high
cost of being poor makes
affordability worse.

Median wages have risen just 29% since
1979, while productivity rose 83%.

Low-income families are forced to spend
more hours navigating systems, paying a
time tax.

3. Macroeconomic Trends

Recessions have long-lasting
consequences on people’s lives, and
an inflation shock eats up wage
gains.

New housing construction collapsed
during the Great Recession, took eight
years to only partially recover.

Graduating into a recession decreases
earnings for 10 to 15 years.
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The Affordability Framework

Becky Chao, Mike Konczal

Introduction

The affordability crisis is everywhere.! People feel the pinch in grocery aisles, rental
applications, daycare waitlists, medical costs, monthly broadband, and energy bills.
Headlines announce strong economic growth, yet for millions of families, the essentials
remain stubbornly out of reach.

Americans face skyrocketing prices in nearly every market they rely on for basic needs. In
2023, the median household income was $80,610.2 From 1967 to 2022, the cost of basic
necessities — groceries, rent, health care, transportation, child care —increased 35% faster
than everything else.® Notably, the cost of groceries shot up by 23.6% from 2020 to 2024.*
The median home price has risen by an astounding 50% over the last five years alone — with
the monthly mortgage cost increasing from $1,960 in 2023 to $2,035 in 2024.° Rent is at an

all-time high, with 50% of renters spending more than a third of their income on housing.®

L Anme Lowrey, “The Great Affordablllty Crisis Breaking America,” The Atlantlc February 7, 2020

046.

2 Gloria Guzman and Melissa Kollar, Income in the United States: 2023 (Current Population Reports,
P60-282; Washington, DC: U.S. Government Publishing Office, September 2024),
https://www?2.census.gov/library/publications/2024/demo/p60-282.pdf.

3 Jeffrey C. Fuhrer, “The cost of being poor is rising. And it’s worse for poor families of color.”
Brookings Institution, July 29, 2024,
https://www.brookings.edu/articles/the-cost-of-being-poor-is-rising-and-its-worse-for-poor-families-

of-color.

4 Victoria Davidenko and Megan Sweitzer, “U.S. food prices rose by 23.6 percent from 2020 to 2024,”
U.S. Department of Agriculture Economic Research Service, February 14, 2025,
https://www.ers.usda.gov/data-products/chart-gallery/chart-detail?chartld=58350#:~:text=From%?2
02020%20t0%202024%2C%20the.inflationary%20factors%20eased%20across%20industries.

5 Laurel Wamsley, “Home sales are down. So why are prices at an all-time high?” NPR, July 26, 2025,
https://www.npr.org/2025/07/26/nx-s1-5478757/home-price-record-mortgage-rates; Gaya Gupta,
“Housing costs squeeze owners and renters alike, outpacing inflation,” The Washington Post,
September 11, 2025,
https://www.washingtonpost.com/nation/2025/09/11/mortgage-rent-costs-census/?.

8 Laurel Wamsley, “Home sales are down. So why are prices at an all-time high?” NPR, July 26, 2025,
https://www.npr.org/2025/07/26/nx-s1-5478757/home-price-record-mortgage-rates, The State of
the Nation’s Housing 2025, Edited by Loren Berlin (Cambridge: Joint Center for Housing Studies of
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According to the Economic Policy Institute, the
annual price for full-day child care for just one child
ranges from $6,868 to $28,356, with huge
variation depending on which state or city you are
living in.” For child care to be considered affordable
based on a benchmark established by the U.S.

Department of Health and Human Services, it must

not exceed 7% of a family’s household income.? To

- Resident of Venice, IL

afford full-day child care for just one child by this
measure, households would need to make $98,114 to $405,085 annually, depending on

where they live.®

This year, Congress passed an enormous tax package, the One Big Beautiful Bill Act
(OBBBA), which will deepen this crisis and move families further away from baseline
affordability and economic security. Health insurance premiums are set to skyrocket by as

much as 500% or more in some states.'® Households will spend $170 more each year on

Harvard University, June 2025),
https://www.jchs.harvard.edu/sites/default/files/reports/files/Harvard_JCHS_The_State_of_the_Nati
ons Housing 2025.pdf.

7 Child care costs range as low as $572 per month in Mississippi to as high as $2,363 per month in
Washington, D.C. for a household with one infant. Economic Policy Institute, “Updated resource
calculates the cost of child care in every state,” March 5, 2025,

care-is-more-expensive-than-public-college-tuition-in-38-states-and-washington-d-c/.

8 Department of Health and Human Services, “45 CFR Part 98 Child Care and Development Fund
(CCDF) Program,” Federal Register 81, no. 190 (September 30, 2016): 67438,
https://www.govinfo.gov/content/pkg/FR-2016-09-30/pdf/2016-22986.pdf.

® The National Women’s Law Center calculated that a family would need to make over $180,000
annually to reasonably afford the average national cost of infant care at $12,655 in 2023. In 17 states,
a family would need to make over $200,000 to reasonably afford the cost of infant care in their state.
Sarah Javaid and Melissa Boteach, “Child Care is Unaffordable in Every State,” National Women’s Law
Center, February 2025,
https://nwlc.org/wp-content/uploads/2025/01/Child-Care-ls-Unaffordable-in-Every-State-January-20
25.pdf.

1 Andrés Argtiello and Andrea Ducas, “Young Adults with Lower Incomes Would Face Sharp ACA
Premium Cost Increases Under the Big Beautiful Bill Act,” Center for American Progress, June 27,
2025,
https://www.americanprogress.org/article/young-adults-with-lower-incomes-would-face-sharp-aca-

premium-cost-increases-under-the-big-beautiful-bill-act.
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energy costs by 2035." People taking on student debt to graduate from college will
typically pay over $3,000 more per year."

The affordability crisis deepens
existing faultlines in our economy
based on geography, class, race,
gender, disability, and immigration
status. Some communities will bear the
brunt of these rising costs more than
others: the $1 trillion cuts to Medicaid,
the Affordable Care Act, and Medicare

will disproportionately leave

low-income communities, people with

disabilities, communities of color, rural
communities, expecting parents, low wage earners, seniors, and refugees and asylees
without access to health care.” Slashing lifesaving social safety net programs like
Supplemental Nutrition Assistance Program (SNAP) will make it harder for many of these
communities to afford the high cost of groceries.' Reducing Temporary Assistance for
Needy Families (TANF), Social Services Block Grant (SSBG), and the Child Care and
Development Block Grant (CCDBG) programs will mean that close to 40,000 children across

" Robbie Orvis, Megan Mahajan, and Dan O’Brien, “Updated: Economic Impacts of U.S. ‘One Big
Beautiful Bill Act’ Energy Provisions,” Energy Innovation, July 1, 2025,
https://energyinnovation.org/report/updated-economic-impacts-of-u-s-senate-passed-one-big-beau

tiful-bill-act-energy-provisions/.

2 Mike Pierce to Chairman Bill Cassidy and Senator Bernie Sanders, Washington, D.C., June 11, 2025,
https://protectborrowers.org/wp-content/uploads/2025/06/Economic-Analysis-of-Senate-HELP-Rec
on-Framework-6_10.pdf.

3 |Ismael Cid-Martinez, Kyle K. Moore, and Adewale A. Maye, “Cuts to Medicaid will disproportionately
hurt people of color and ch|ldren Econom|c Pol|cy Instltute April 2, 2025,

Global Refuge Staff “How Does the One Big Beautiful Bill Act Affect Healthcare7" Global Refuge,
July 14 2025,

L “By the Numbers Harmful Repubhcan Megablll Takes Food ASS|stance Away from M|ll|ons of
People,” Center on Budget and Policy Priorities, Updated August 14, 2025,
https://www.cbpp.org/research/food-assistance/by-the-numbers-harmful-republican-megabill-takes
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the country lose access to child care.” These policy choices drive up costs for families and

widen historic systemic divides entrenched in our economy.

The persistently high cost of basic goods and services is not the only factor driving the
affordability crisis. Decades of corporate consolidation and weak governance have given a
handful of companies the power to rig markets to their benefit. As a result, consumers are
left with fewer options, and suppliers are burdened by arbitrary constraints and
emboldened to abuse pricing power. A rollback of government capacity and over-reliance on
private markets to solve public problems has created incentives for providers to avoid
scaling goods to the levels needed to meet public demand, contributing to limited options
and rising costs for consumers, and worsening geographic inequality. This hits people the
hardest when they are experiencing a shift in their financial situation, like moving to a new
job, facing an unexpected medical crisis or juggling the new responsibility of caring for an

aging relative or new child.

A Framework for an Affordable Future

This report introduces a two-part framework: broken markets and broken incomes, that
identifies the dual core drivers of the modern affordability crisis. The goal of this framework
is to thoroughly assess the forces driving up costs for Americans and equip policymakers
with a diagnostic tool to better understand these dynamics and inform future policy

solutions.

There are key reasons markets remain broken, from gatekeepers that are incentivized to
limit broader market access to those same actors manipulating supply and demand through
predatory pricing strategies. But no matter how well markets function, income and
opportunities must keep pace with the rising costs of essentials. If incomes stay
stagnant or broken, essentials will remain out of reach, continuing to make life
unaffordable for millions. Whether it's widening inequality for impacted communities or
the fact that most people's paychecks simply do not line up with rising costs, fixing markets

alone won’t be enough for Americans to thrive.

'® Stephanie Schmidt and Rachel Wilensky, “Cuts to SSBG, TANF Would Eliminate Child Care for 40K
Children, Disrupt Care for Millions More,” The Center for Law and Social Policy, March 6, 2025,
https://www.clasp.org/publications/fact-sheet/cuts-to-ssbg-tanf-would-eliminate-child-care-for-40k

-children-disrupt-care-for-millions-more/.
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By examining the root causes of high prices and
the rising cost-of-living, we can better understand
the disconnect between macroeconomic indicators
(like low unemployment, strong GDP, and cooling
inflation) that point to a fundamentally strong
economy, and the economic anxiety and pain that

people feel today. Pessimism about the economy is

_ at an all-time high, and the majority of Americans
-Resident of San Jose, CA feel that the American dream no longer holds
true.’® Public trust in government is near historic lows,"” with 78% of voters craving real
change that improves Americans’ lives.'® This Affordability Framework is a roadmap for
understanding how policy failures and the decisions of public institutions have eroded
pathways to upward mobility for millions of people and stifled working families’ access to

resources, opportunities, and power, keeping them trapped in economic precarity.

This initial framework deliberately does not issue policy recommendations specific to a
market or industry, nor does it pinpoint just one cause of unaffordability. Instead, it broadly
considers historical context, existing theories, and evidence, as well as people’s firsthand
accounts of their own experiences, to animate why affordability has gotten further out of

reach.

The second phase of this work will apply this framework to inform policy recommendations
specific to the key markets contributing to the affordability crisis. These policy
recommendations will build on the theory of the case laid out in this framework and
incorporate perspectives and experiences from the people and families on the frontlines of

the affordability crisis.

'8 Filip Timotija, “Pessimism about economy at record highs in new survey,” The Hill, September 2,
2025, https://thehill.com/business/5481068-pessimism-economy-record-high-survey/.

7 Bob Cohen et al, “The State of Public Trust in Government 2025,” Partnership for Public Service,
August 12, 2025,
https://ourpublicservice.org/publications/the-state-of-public-trust-in-government-2025/.

18 “2024 Retrospective and Looking Forward,” Blue Rose Research, March 2025,
https://22733335.hubspotpreview-nal.com/hubfs/2024%20Blue%20Rose%20Research%20Retrosp
ective.pdf.
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Our hope is this new framework is additive to the current political discourse. Much of the
recent discussion of affordability tends to be sector-specific, offering analysis for why a
singular sector, like housing or health care, has become expensive. Others analyze a
specific tool or policy intervention that aims to address a broken system. This, too, is
important and critical work, but when the analyses remain siloed by market sector or
singular policy tools, it's easy to overlook commonalities contributing to unaffordability
across the board. This overarching framework aims to incorporate the best thinking, ideas,
and learnings from experts across industries and sectors to better inform a set of

downstream policy recommendations.

To give one such example, consider the recent interest in "Abundance,” the framework put
forward by the writers Ezra Klein and Derek Thompson in their best-selling book."®
Abundance as an idea has roots in the Yes In My Back Yard (YIMBY) movement for more
housing across the country; as one sympathetic commentator described it, Abundance is “a
way to apply certain conceptual tools from the YIMBY movement to various non-housing
policy domains.”?° It focuses on removing government-imposed bottlenecks and

streamlining administrative processes to expand supply in the economy.

Abundance has important lessons for fixing the housing market specifically and land-use
more generally. However, when applied to different sectors, Abundance has failed to
account for important problems in federal rulemaking, as clearly exemplified in articulating
the delays in rural broadband rollout.?' Indeed, some of the most important theorists of
Abundance think this diagnosis can be too focused on federal capacity when in actuality
this approach is most effective when applied at the state and local level.?? At the core, their
analysis over indexes on government impediments to supply, failing to address structural
market failures. By failing to include an analysis of how incomes become broken,

Abundance as a framework cannot fully account for broken markets like child care and

9 Ezra Klein and Derek Thompson, Abundance (New York: Simon & Schuster, 2025).
20 Ned Resnikoff, “When Is a Tent Too Big? Regarding Abundance Conference 2025,” Public
Comment, September 7, 2025, https://publiccomment.blog/p/when-is-a-tent-too-big.

2 Paul Glastris and Kainoa Lowman, “The Broadband Story Abundance Liberals Like Ezra Klein Got
Wrong,” Washington Monthly, July 9, 2025,
https://washingtonmonthly.com/2025/07/09/the-broadband-story-abundance-liberals-like-ezra-klei

n-got-wrong/.
22 Nicholas Bagley and David Schleicher, “The State Capacity Crisis,” University of Michigan Public
Law Research Paper No. 24-057, Yale Law School, Public Law Research Paper (January 2025),

https://papers.ssrn.com/sol3/papers.cfm?abstract id=5188510.
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health care, and as such, will be limited in what it can explain and ultimately address. By
contrast, this Affordability Framework includes the supply approach emphasized in
Abundance while also incorporating that market failures, inequality, and lack of social

insurance are equally compelling and important solutions to our affordability challenges.

Other academics are actively working on affordability that addresses both the markets and
income sides of the issue. A recent report by economists Jared Bernstein and Neale
Mahoney describes a “three-legged stool” approach to affordability: (1) enhancing supply,
(2) providing direct subsidies, and (3) enacting competition policy. Like the Affordability
Framework put forward here, they note that “taking down inefficient and friction-inducing
barriers will not fully ease affordability constraints,” while also noting the nature of broken
markets.?® As affordability arguments continue to evolve in different schools of thought, we
expect to see an increasing number of economists and policymakers incorporate analyses

of both broken incomes and markets as equal drivers of the cost-of-living crisis.

To tackle affordability, we must first unpack how economic structures break markets and

disrupt families’ economic security. This is the Affordability Framework.

Why Are Things Unaffordable?

Driver 1: Broken Markets

Too many Americans cannot access basic necessities because the markets that should
deliver them are broken, unable or unwilling to produce enough to meet society’s needs.
There are three key reasons for this: 1) private and public gatekeepers, 2) fragmented

markets, and 3) manipulated signals.

Reason 1: Gatekeepers
Both private and public actors act as gatekeepers across our economy, controlling the flow
of goods and services families need to survive, thereby narrowing access to resources,

power, and opportunities. By “gatekeeping,” we refer to not just the range of practices

23 Jared Bernstein and Neale Mahoney, “Building an affordable economy: A three-legged stool
strategy,” Stanford Institute for Economic Policy Research, September 2025,
https://siepr.stanford.edu/publications/policy-brief/building-affordable-economy-three-legged-stool-

strategy.
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stemming from the dominance of a particular company or firm, but also how weak
regulatory structures shape markets, constricting the supply of goods and services and
increasing prices. This is not just the private sector. Wealthy homeowners and corporations
can and do use the public sector to curtail investment and reduce supply below levels that

most benefit society, especially when it comes to housing.

These dynamics amplify each other and significantly increase costs for consumers. Take
housing, for example. Strict zoning laws limit the availability of housing, making too few
homes that cost too much. At the same time, a significant increase in market power means
powerful corporations have been able to raise prices far above their costs. The economist
Thomas Philippon finds that, compared to the more competitive Europe, market
concentration in the U.S. has led to higher markups and prices alongside weaker overall
investment, costing American households on average an additional $5,000 annually across
the economy.?* Economists Chang-Tai Hsieh and Enrico Moretti estimate that expanding
housing supply to drive up availability in high-productivity metros of New York, San

Francisco, and San Jose would increase national income by nearly $3,700.2°

Corporate Power

Corporations have gained significant market power in recent decades, which has allowed
them to gatekeep. Through mergers and anticompetitive practices, as well as influencing
the regulatory process, dominant firms with key ownership stakes use their outsized power
to raise prices and constrain supply.?® For example, many pharmaceutical companies
construct patent thickets to prevent other companies from delivering generic
pharmaceutical drugs to market at competitive prices.?” Dominant corporations are not the
only actors doing this. Gatekeeping happens on a smaller scale, too. Occupational licensing

can mandate standards and training for professions where that is necessary. But its

24 Thomas Philippon, The Great Reversal: How America Gave Up on Free Markets (Cambridge,
Massachusetts: Harvard University Press, 2019).

25 Chang-Tai Hsieh and Enrico Moretti, “Housing Constraints and Spatial Misallocation,” American
Economic Journal: Macroeconomics 11, no. 2 (2019),
https://www.aeaweb.org/articles?id=10.1257/mac.20170388.

%6 See, e.g., “Updating California’s Antitrust Law to Promote a Vibrant, Inclusive, and Competitive
State Economy,” Edited by Becky Chao and Kelli Smith (Economic Security California, May 2025),
https://economicsecurityproject.org/resource/time-to-reset/.

27 “The Burden of Patent Thickets,” I-MAK, September 2023,
https://www.i-mak.org/burden-of-patent-thickets/
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imposed requirements have expanded in recent decades, creating a barrier to entry for new
businesses, like hairdressers and barbers, that benefits incumbents and already established

players.?® This impacts both entrepreneurs and consumers.

The impact of growing and historic corporate power on working people’s affordability crisis

cannot be overstated. Some important examples include:

e Corporate power drives up health care costs.
When hospitals buy up physician groups, those
doctors end up raising prices 15% more than
independent peers within two years.?® Market
concentration leads to rising drug prices.*°
Pharmacy benefit managers (PBMs) that act as
middlemen in the prescription drug industry

significantly mark up prices by hundreds and

thousands of percent for cancer and HIV

treatments, and other critical drugs.®

e Meat processors in the food industry gatekeep when they coordinate to raise prices
and reduce supply, charging grocery stores higher prices for meat that are also

passed on to American families.*

e Tech companies that own digital platforms are also powerful gatekeepers. Amazon’s

ubiquitous online store gives it visibility into popular products that it then copies to

28 Rebecca Haw Allensworth, The Licensing Racket: How We Decide Who Is Allowed to Work, and Why It

Goes Wrong (Cambridge, Massachusetts: Harvard University Press, 2025).

2% Tina Reed, “Hospitals scoop up physician practices, driving prices up,” Axios, July 21, 2025,

https://www.axios.com/2025/07/21/hospital-consolidation-doctor-practice-cost.

30 See e.g., Atanu Saha and Yong Xu, “Market Concentration and Its Implications for Generic Drug

Prices,” International Journal of the Economics of Business 32, no. 2 (2025): 139-155,

https://www.tandfonline.com/doi/abs/10.1080/13571516.2025.2456136.

3! Federal Trade Commission, “FTC Releases Second Interim Staff Report on Prescription Drug

Middlemen,” January 14, 2025,

https://www.ftc.gov/news-events/news/press-releases/2025/01/ftc-releases-second-interim-staff-re
rt-prescription-drug-middlemen.

32 “Justice Department Sues Agri Stats for Operating Extensive Information Exchanges Among Meat

Processors,” Department of Justice, September 28, 2023,

https://www.justice.gov/archives/opa/pr/justice-department-sues-agri-stats-operating-extensive-inf

ormation-exchanges-among-meat.
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undercut competitors.®® Or Amazon can acquire
successful outlets like Diapers.com, which the
e-commerce platform purchased and later shut
down, eliminating an affordable online option for
diapers and baby care and pushing consumers to
instead rely on Amazon in a dwindling field of
competitors.®* Separately, to compensate for
losses on underpricing its own products to acquire

market share, Amazon has extorted third-party

sellers by extracting as much as 45% of sellers’
revenue through predatory fees.® These fees
force sellers to raise their prices, and not only on Amazon. Because Amazon
penalizes sellers that offer lower prices on other platforms, sellers absorb Amazon’s
steep fees by raising prices across the board, making things more unaffordable for

consumers.%®

e Corporate power also traps workers in underpaid wages and hostile working
conditions because of their power over hiring and labor markets. Firms exercise
monopsony power over low-wage workers, who are disproportionately workers of

color, by driving wages lower.®”

33 “Investigation of Competition in Digital Markets, Majority Staff Report and Recommendations,”

Subcommittee on Antitrust, Commercial and Administrative Law of the Committee on the Judiciary,

2020,

https://democrats-judiciary.house.gov/sites/evo-subsites/democrats-judiciary.house.gov/files/migrat
| Fil mpetition In Digital Markets.

34 |bid.

35 Lina M. Khan, “Amazon’s Antitrust Paradox,” The Yale Law Journal 126 (2017): 710-80,

https://www.yalelawjournal.org/pdf/e.710.Khan.805_zuvfyyeh.pdf; Stacy Mitchell, “Amazon’s

Monopoly Tollbooth in 2023,” Institute for Local Self-Reliance, September 21, 2023,

https://ilsr.org/articles/amazonmonopolytollbooth-2023/.

36 “ETC Sues Amazon for Illegally Maintaining Monopoly Power,” Federal Trade Commission,

September 26 2023,
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87 Suresh Naidu and Arindrajit Dube, “Monopsony Power in Labor Markets,” NBER, April 24, 2024,
https://www.nber.org/reporter/2024numberl/monopsony-power-labor-markets; Cara Brumfield,
Adiam Tesfaselassie, Chris Geary, and Siddhartha Aneja, Concentrated Power, Concentrated Harm:
Market Power’s Role in Creating & Amplifying Racial & Economic Inequality, (Washington, D.C.:
Georgetown Law Center on Poverty and Inequality Economic Security and Opportunity Initiative,
March 2022),
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e Monopolies deliver fewer options for low-income households. Economist James
Schmitz found monopolies frequently follow a pattern of limiting or eliminating
entirely product substitutes that low-income households would have otherwise
chosen in housing, legal services, dental services, medical care, education, and other

basic goods and services essential to their economic well-being.3®

In the 1970s, the U.S. government embraced an
overly-permissive approach to regulating corporate
power, leading to its rise as a central gatekeeper in
our economy. The Chicago School, which included
Richard Posner and Robert Bork, popularized the
idea that efficiency should be the goal of antitrust
enforcement through the consumer welfare
standard. In adopting this short-sighted standard,
antitrust enforcers and judges wave mergers

through if they determine that the merged firm

would not raise prices in the short term — without
regard for the long-term effects on market
structures and the power that grants corporations over workers, small businesses, and

everyday people.

We can make a different set of choices that embraces the government's capacity to manage
fair markets and rein in corporate power. Robust antitrust enforcement alongside policies
that promote competition are key to eliminating corporate gatekeepers across our economy.
The goal is to unlock innovation that creates more quality options for working people and
safeguard competitive prices that do not gouge people’s budgets —instead of letting

corporate power decide what Americans can afford.

Harm-March2022.pdf; Susan Holmberg, Power Play: How Monopolies Leverage Systemic Racism to
Dominate Markets, Institute for Local Self-Reliance, June 20, 2024,
https://ilsr.org/articles/powerplay/.

38 James A. Schmitz, Jr., “Because of Monopolies, Income Inequality Significantly Understates
Economic Inequality,” Federal Reserve Bank of Minneapolis, March 9, 2021,
https://www.minneapolisfed.org/research/working-papers/because-of-monopolies-income-inegualit

y-significantly-understates-economic-ineguality.
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Weak Governance

Alongside a rise in market power has been a hollowing out of state capacity, which is the
government’s ability to implement policies to deliver good outcomes for everyday people. A
functioning government with strong state capacity can provide public goods, mobilize
capital, and deliver basic services. But state capacity is significantly hamstrung by
gatekeepers, both the private actors and special interest groups alike —including Chamber
of Commerce and neighborhood Not-In-My-Backyard (NIMBY) groups — that take advantage
of government bureaucracies and administrative processes to restrict the supply of
essentials working families desperately need. In essence, these groups become the loudest
voices in the room. By dominating the democratic processes that are meant to bring the
public into shared governance, these groups elevate their demands over the policy goals,
hindering the deliverance of shared policy goals. This dynamic, in turn, has amplified the
problem, as weak governance serves as a form of gatekeeping itself. The decline in state
capacity excuses government inaction and reinforces the failure of government to actually
deliver policies that result in tangible improvements and political resonance for everyday

people.

One way to make things more affordable is, in the language of Ezra Klein and Derek
Thompson’s Abundance, is to address “bottlenecks” that prevent government from
accomplishing its aims. At the same time, it is equally important to focus on gatekeepers,

because many bottlenecks exist because a gatekeeper wants them to be there.

Special interest groups and incumbent firms exert political influence to create bottlenecks
and curtail public investment, reducing supply to the detriment of the public and
contributing to the affordability crisis facing Americans today. Forms of gatekeeping

include:

e Gatekeepers can exploit the regulatory process to hamper affordability.
Despite Congress passing a bill in 2017 to require the Food and Drug Administration
(FDA) to issue regulations by 2020 that would make more affordable hearing aids

available over the counter, the FDA continuously delayed rulemaking until 2022, in

12



part due to the extensive public comment period that allowed dominant hearing aid

manufacturers to lobby for weakening the proposed rule.*®

e A court’s recent decision to vacate the Federal Trade Commission’s (FTC)
“Click-to-Cancel” rule shows the same dynamic.
The presiding judge cited procedural issues, using a demand for even more impact
studies as pretext to kill the rule that would have benefitted consumers —even as
the FTC had already spent three years reviewing thousands of comments and given

industry a chance to present at a hearing.*°

e Restrictive zoning and land-use requirements play a central role in gatekeeping
the housing market, especially to exclude Black people from primarily white
neighborhoods historically.!

With housing, the gatekeeper is often a peer, such as local boards and neighbors,
who each hold a small veto. As law professor David Schleicher notes, that creates a
classic collective action problem: the benefits of saying “no” are local and visible,
while the costs, higher rents, longer commutes, fewer jobs, are spread across the

whole community.*?

“It is equally important to focus on gatekeepers,
because many bottlenecks exist because a

gatekeeper wants them to be there.”

e Empirically, when cities authorize more rental units, especially with by-right
approvals and reduced parking mandates, new supply becomes available and
nearby rents fall without spikes in displacement.

Studies of increased housing supply find a reduction in rents in the immediate and

surrounding areas, with a decreased risk of displacement and an expansion of

3% Prepared by the Offices of Sen. Elizabeth Warren and Sen. Chuck Grassley, “Loud and Clear: Why
Americans Want Effective and Affordable Over-the-Counter Hearing Aids - and How Powerful
Special Interests are Trying to Undermine Them,” June 2022,
https://www.grassley.senate.gov/imo/media/doc/fda_hearing_aid_report.pdf.

40 David Dayen, “Anti-Bureaucracy Measure Runs Into Bureaucracy,” The American Prospect, July 10,
2025,
https://prospect.org/justice/2025-07-10-anti-bureaucracy-measure-runs-into-bureaucracy-ftc-click-t
o-cancel/.

41 See, e.g., Richard Rothstein, The Color of Law, New York, NY: Liveright Publishing Corporation, 2018.
42 David Schleicher, “City Unplanning,” Yale Law Journal 122 (2012): 1670-1737.
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vacancies; at the national level, loosening supply constraints would meaningfully

raise output and wages.*®

Our goal is to move our economy from defaulting to “no, unless” to “yes, if”, by using state
capacity as a tool to break the bottlenecks imposed by gatekeepers. For housing, that
involves setting some zoning rules at the state or regional level, creating real housing
targets with enforcement, and making it easier to build housing by changing zoning codes
and eliminating parking minimums. Embracing the government's long-standing role in
actively shaping markets to meet economic and political goals that are in America’s best
interests opens up creative, strategic possibilities in rebuilding our public capacity to
deliver policies that best serve communities and families.** Through this, we can strengthen

our democracy to ensure that markets work for all of us.

Reason 2: Fragmented Markets

For many things, affordability turns on scale. Essential systems like child care, health care,
and broadband require providers to take on large fixed costs and uncertain risks in
delivering these services. When there are enough buyers and users in a given market,

providers can spread those costs across more people, and the price each person pays falls.

43 For two useful overviews, see: Shane Phillips, Michael Manville, and Michael Lens, Research
Roundup: The Effect of Market-Rate Development on Neighborhood Rents (Los Angeles: UCLA Lewis
Center for Regional Policy Studies, 2021), https://escholarship.org/uc/item/5d00z61m and Vicki Been,
Ingrid Gould Ellen, and Katherine M. O’Regan, “Supply Skepticism Revisited,” NYU Law & Economics
Research Paper No. 24-12, March 24, 2025,
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=4629628. On reduced displacement risk, see,
notably: Kate Pennington, Does Building New Housing Cause Displacement? The Supply and Demand
Effects of Construction in San Francisco (June 15, 2021),
https://papers.ssrn.com/sol3/papers.cfm?abstract id=3867764.

44 Chris Hughes. Marketcrafters: The 100-year Struggle to Shape the American Economy. Simon and
Schuster, 2025.
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When there are not enough buyers in thin markets, providers struggle to cover overhead,
financing becomes expensive, and firms will provide fewer options. These challenges are
especially pertinent in rural markets. As a result, providers leave a gap and ultimately
exclude entire rural communities from accessing these essential services. Public

options — goods and services provided, authorized, or procured by the government —can
address these challenges and play an essential role in filling the gaps to foster competitive

markets that deliver the basic goods and services people need.
Lack of Scale Raises Prices

Thin or fragmented markets push costs up.

hé .
Ca p I tal COStS Sellers face uneven overhead costs and pass

these expenses on to buyers, increasing

b ite h a rd eSt at economic markups. In health care, many payers

mean countless rules, networks, and billing
a S m all Sca le ” systems. In child care, centers cannot spread
. staffing and facility costs if enrollment is low, so
tuition climbs or slots vanish. In food retail,
low-volume in lower-income neighborhoods
means grocers often struggle to sustain operations and turn a profit after opening, because

pricing matters just as much as proximity to consumers.*®

This is also true when it comes to capital costs, which bite hardest at a small scale.
Underwriting and servicing costs are mostly fixed, and lenders pass on these costs to
borrowers taking out small loans that disproportionately carry higher rates and fees. Thin
collateral and volatile cash flow add risk premia that private enterprises with profit motives
are not willing to assume. These challenges hit rural communities hardest, where decades
of public and private disinvestment have already stifled economic opportunity. Connecting

rural residents to essential broadband and electric services requires providers to build out,

45 Molly Parker, “The Government Spends Millions to Open Grocery Stores in Food Deserts. The Real
Test is Their Survival.” ProPublica, August 9, 2024,
https://www.propublica.org/article/food-desert-grocery-store-cairo-illinois; Taylor Lawing, Yesenia
Jimenez, Jon McNeal, and Raghav Gupta, Public Grocery Stores: A Guide for Policymakers (Nashville,
Tennessee: Vanderbilt Policy Accelerator for Political Economy & Regulation, March 2024),
https://cdn.vanderbilt.edu/vu-sub/wp-content/uploads/sites/281/2024/03/18104854/Public-Grocery-

Stores.pdf.
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maintain, and upgrade physical infrastructure over long routes with sparse connections.

Private providers often cannot justify the investment since they are unlikely to recoup costs,

and thereby underserve the very communities that need these essential services as a result.

Rural hospitals face both thin volumes with fewer patients and costly capital, which pushes

per-patient costs up and threatens service lines, even when the community’s need is high.

Moreover, administration itself is a significant driver of costs. When the ability to apply for

programs or to administer the tax code is dispersed or privatized, costs increase as families

cannot access the resources they need. More active administration at scale — like the IRS’s

Direct File program that provided low-cost tax filing service to the public —can make a

major difference.

Altogether, fragmented markets have serious costs for many Americans, including:

Deepening the digital divide: 22.3% of residents in rural communities and 27.7% on
Tribal lands lack access to fixed broadband, compared to just 1.5% of residents in
urban areas.*® The sparse density in rural geographies means that without municipal
and cooperative models or government subsidies for private providers like the
Broadband Equity, Access, and Deployment (BEAD) program that cover the up front
investments in building out robust fiber or cable broadband infrastructure, these
communities only have access to slower, less reliable satellite options for

connectivity.

Only about 61% of unemployed individuals who were eligible actually filed for
unemployment insurance benefits. Roughly one-third of children in families eligible
for the Child Tax Credit (CTC) did not receive it and each year, about 20% of eligible
workers fail to claim the Earned Income Tax Credit (EITC). These shortfalls reflect

infrastructural and administrative barriers in state systems.

An estimated 18.8 million people, or 6.1% of the U.S. population, live in low-income,

low-access areas located more than 1 or 10 miles (for urban and rural, respectively)

46 “Broadband,” U.S. Department of Agriculture,
https://www.usda.gov/sustainability/infrastructure/broadband.
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from a supermarket.*” Small and independent grocers cannot compete with large
chains that can leverage their market power for unfair discounts from

suppliers —creating an antitrust issue that could be addressed by enforcing the
Robinson-Patman Act.*® This price discrimination blocks the wholesalers that serve
local grocers from realizing pricing that accords to their scale. As a result,
price-sensitive families opt to travel farther to buy more affordable groceries at
large chains, and these smaller and independent grocers struggle to keep shelves

stocked because of unfair pricing and low customer spend.

e Nearly 7,000 hospitals and clinics in rural
communities — the majority of rural health
care providers today — were opened with
federal funding made available from the
Hill-Burton Act in 1946 and the Public
Health Service Act in the 1970s.*° The

economics of limited scale mean that

these facilities often cannot afford to
make capital investments that would
upgrade their infrastructure, bringing them up to today’s safety and care standards.
Instead, they often shutter, increasing prices by 3.6% at nearby hospitals that remain
open and leaving rural communities without access to more convenient and
affordable care.’° Health care cuts enacted in the One Big Beautiful Bill Act mean

that nearly a thousand rural hospitals are at risk of closing.”

47 U.S. Department of Agriculture, Economic Research Service, Food Access Research Atlas —
Documentation, updated January 5, 2025,
https://www.ers.usda.gov/data-products/food-access-research-atlas/documentation.

48 Stacy Mitchell, “The Policy Shift That Decimated Local Grocery Stores,” Institute for Local
Self-Reliance, November 26, 2024, https://ilsr.org/articles/policy-shift-local-grocery. See also Aslihan
Asil, “Can Robinson-Patman Enforcement Be Pro-Consumer?” December 2024, SSRN,
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=4833711.

4 Markian Hawryluk, “Rural Hospitals Are Caught in an Aging-Infrastructure Conundrum,” KFF
Health News, January 12, 2024,
https://kffhealthnews.org/news/article/rural-hospitals-capital-improvement-funding-challenges/.
50 Caitlin Carroll and Jessica Y. Chang, “Rural Hospital Closures Led to Increased Prices at Nearby
‘Surviving’ Hospitals, 2012-22,” Health Affairs 44, no. 5 (2025): 563-71,
https://doi.org/10.1377/hlthaff.2024.00700.

5 Families USA, New Analysis Shows Cuts to Medicaid Would Force Rural Hospitals to the Brink of
Closure (June 2025),
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Historically, our country has addressed similar problems before. Until the mid-2000s,
Comcast had a monopoly on broadband in Chattanooga, Tennessee. Even with a private
internet service provider, customers were unable to access faster broadband speeds at
affordable prices. To bridge this gap, Chattanooga’s Electric Power Board (EPB), a
municipally owned utility, began offering internet services to customers in 2009. They
increased mid-tier consumer internet speeds from 5.5 to 100 Mbps in the first year,
providing faster service than private providers at similar prices. In 2010, EPB introduced the
first one-gigabit-per-second service in the United States. EPB’s fiber infrastructure
investment in Chattanooga served as a catalyst for better services for residents and
businesses, with better prices and improved quality, and unlocked $2.69 billion in economic

value through business and job creation enabled by remote work.%?

Just like in Chattanooga, we can now deploy scale as necessary to address the problems at

hand. Private enterprise may deem certain goods too expensive to build out and provide, no
matter the social or economic importance to the communities left behind by these business
decisions. But the government is not constrained by the same profit motive or limited scale

as private business. The government has a duty to ensure equal access to public goods that
are deemed critical and essential to a flourishing democratic economy. When it comes to

social insurance, public options can increase access while decreasing costs.
Scale Lowers Costs

In the same way lack of scale makes things more expensive, when it comes to social
insurance and key investments, scale can also make things more affordable. As risk pools
scale, spending becomes more predictable and shocks cancel out. Size and uniformity

reduce overhead, make outlays more predictable, and can get better terms.

52 Economic Security Project, Public Options: Benefiting Communities by Increasing Access and
Affordability of Essential Goods and Services, 2024,
https://economicsecurityproject.org/resource/public-options-benefiting-communities-by-increasing-
access-and-affordability-of-essential-goods-and-services. See also Bento J. Lobo, Ten Years of Fiber
Optic & Smart Grid Infrastructure in Hamilton County, Tennessee (August 31, 2020), EPB; Andy Berke
and Jonathan Gruber, “The Infrastructure Success Story in Chattanooga,” The American Prospect,
June 17, 2021,
https://prospect.org/infrastructure/building-back-america/infrastructure-success-story-in-chattanoo

gal.
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Another area where scale lowers costs is income and retirement security. Social Security
shows the power of universal coverage: by pooling nearly all workers and retirees together,
it delivers benefits with low administrative costs. The long-term perspective the government
can take and its ability to guarantee support across decades ensures a level of support for
the elderly that an individual's private account could not deliver. The scale of a broad public
program not only lowers costs but ensures predictable, guaranteed income in a way

fragmented private markets cannot.
There are many examples of how this works:

e In the current multi-payer U.S. health system, administrative complexity costs
roughly $528 billion annually (1.8% of GDP) due to excessive insurer and provider
overhead that could be largely eliminated under public options or single-payer

models. This would both reduce premiums and reduce the federal deficit.>®

e The opposite is true: Fixed-scale support allows for more reach; Medicaid funding
backstops many rural hospitals and health care access in those areas. Recently
enacted cuts to Medicaid strip this fixed-scale support, meaning they will lose
deeply needed revenue. With anticipated average losses of $630,000 per hospital, or
roughly 56% of their net income, nearly a thousand rural hospitals are at risk of

closing.>*

e Social Security demonstrates how scale can drive affordability. With administrative
costs accounting for under 1% of benefits paid, it operates far more efficiently than
private retirement accounts, where fees eat away at savings. The scale of Social
Security delivers predictable benefits and lowers costs for households, especially
low-income families who would otherwise face high fees in fragmented financial

markets.

58 Matt Bruenig, “Health Care Administration Wastes Half a Trillion Dollars Every Year,” People’s
Pollcy Project, December 10, 2024

ollars every-year.

54 Families USA, New Analysis Shows Cuts to Medicaid Would Force Rural Hospitals to the Brink of
Closure (June 2025),
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The scale of public social insurance is an important part of being able to solve these
problems. When it comes to managing risks, the larger the risk pool and the longer the
horizon, the better the outcomes will be. Sometimes firms pursue scale as a strategy to
achieve market dominance, too, which not only requires solutions to break up gatekeeping,
but underscores the real risks of relying on private enterprise to deliver public goods. The

public itself, providing insurance against these risks, can take the lead.

Reason 3: Manipulated Signals

In a market economy, prices are a means to communicate information. They can help convey
how scarce a good is, whether it is in high demand or low supply. But sometimes this
information mechanism can break down. This is true even when there appears to be strong
competition in a market without a single dominant seller because pricing opacity takes
advantage of information asymmetries and undermines consumers’ ability to compare true

prices, thereby reducing or even eliminating price competition.

These pricing strategies drive unaffordability in two ways. First, sellers manipulate pricing
signals by building in hidden costs to deceive consumers, making it easier to extract rents
by obscuring the real or total price they charge working people. Second, sellers price goods
or services too high or too low if they account for, or fail to account for, positive and
negative externalities. Both trends obscure the true costs of goods and services, which

makes a real difference in people’s pocketbooks.

Bad Information

Tl -
Instead of innovating to bring new, better products or Fl rms Com pete
otherwise adding value to justify higher prices, firms .
_ e on obfuscation
compete on obfuscation by manipulating the

consumer experience. By leveraging pricing by mani pl.l lati I"Ig

strategies that deceive consumers by charging more

than what things cost, firms not only prey on the Consumer

consumers, but also gain an unfair advantage over

. "
competitors that offer transparent pricing. experlence'
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Firms utilize partitioned pricing practices that show only a base price, tacking on separate
mandatory fees that are revealed only when the consumer has already spent time
evaluating options and nearly completed checking out their purchase. By making the total
price less salient, sellers corner buyers into bait-and-switch situations. When people cannot
see or make sense of the real price, they cannot choose a better option by comparing offers

and walking away from bad ones.

Sometimes firms price goods and services based on specific, individualized data, instead of
aggregate supply and demand. This practice is known as personalized pricing. In the digital
age, firms that collect customers’ data can leverage it as a competitive advantage and
charge different prices for different customers, even if the product or service is identical,
padding their profits and making it harder for price-sensitive consumers to get what they
need. Dynamic pricing exacerbates this problem by allowing sellers to change prices based
on changing market conditions in real-time, enabling firms to maximize profits by ensuring

that they are always charging the highest price that consumers are willing to pay.

The harms are meaningful. Consumers are forced to spend more time trying to make sense
of their options, and ultimately spend more money than expected. Alternatively, they may
give up, exasperated by the lack of transparency, and go with the option that appears most
affordable based on the initial base price advertised, even if they would have rejected that
option if the total price had been clear up front in their search. Competing firms that
advertise transparent prices lose out to firms that utilize partitioned pricing. The burden
falls most on those with less time, less cash, or less financial literacy with pressing, timely
needs: the parent who needs baby formula or diapers, the patient who needs their

prescription filled, and the worker who has bills to pay.
Various types of opaque pricing include:

e Surprise billing and opaque networks in health care services mean patients often

learn the cost of an emergency room (ER) visit or a procedure only after they are
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already committed.®® On average, 18% of in-network emergency visits result in a

surprise bill ranging from less than $500 to over $2,000.%¢

e When firms charge junk fees — fees that are hidden, revealed late, or wrapped in
complexity — the usual feedback loop that might compete them away fails. Headline
prices stay low, profits move into add-ons, and pressure to compete on the true total
price weakens. Hotels promote attractive nightly rates, then add resort or destination
fees at checkout. Airlines charge for bags, seat selection, and changes. Ticket
platforms layer on service charges. Banks rely on overdraft and nonsufficient funds
(NSF) fees. In total, these hidden fees cost the average American family over $3,200

each year.>’

e Using personal data like location, demographics, credit history, and browsing history
as real-time signals, firms can leverage surveillance pricing to set personalized
prices for different customers buying the same product.>® Until they walked back
this decision because of regulatory pressure, Delta was exploring using Al to set
personalized prices for airfare.>® A class-action suit alleged that DoorDash charged

iPhone users higher prices for food delivery than Android users.®°

e Companies can also automate personalized pricing through algorithms that take

advantage of information asymmetries and changing market conditions in real-time.

55 Consumer Financial Protection Bureau, “What Is a ‘Surprise Medical Bill and What Should | Know
about the No Surprises Act?” August 21, 2024,
https://www.consumerfinance.gov/ask-cfpb/what-is-a-surprise-medical-bill-and-what-should-i-know
-about-the-no-surprises-act-en-2123.

56 Karen Pollitz, Matthew Rae, Gary Claxton, Cynthia Cox, and Larry Levitt, “An Examination of
Surprise Medical Bills and Proposals to Protect Consumers from Them” (June 20, 2019), Health
System Tracker,
https://www.healthsystemtracker.org/brief/an-examination-of-surprise-medical-bills-and-proposals-
to-protect-consumers-from-them-3.

57 Penelope Wang, “Protect Yourself from Hidden Fees,” Consumer Reports, May 29, 2019,
https://www.consumerreports.org/money/fees-billing/protect-yourself-from-hidden-fees-al0967542
65/.

58 Al Now Institute et al., “Prohibiting Surveillance Prices and Wages,” February 2025,
https://ainowinstitute.org/publications/ai-now-coauthors-report-on-surveillance-prices-and-wages.

5% “Delta Moves Toward Eliminating Set Prices in Favor of Al That Determines How Much You
Personally Will Pay for a Ticket,” Fortune, July 16, 2025
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60 Joshua Bote, “SF’s DoorDash Accused of Charging iPhone Users More than Android Users,” SFGate,
May 24 2023,
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For example, in labor markets, rideshare drivers® and nurses® are paid different
wages based on changing algorithms.®® The lack of transparency into how these
surveillance pricing and pricing algorithms operate gives rise to the possibility of
algorithmic collusion and price-fixing, even without competitive data exchanging
hands directly. Corporate landlords, for example, were able to charge 4% higher
prices, an average of $S70 a month, in housing rental markets across the country
using RealPage’s algorithm.®* Without robust guardrails in place, these trends risk
becoming commonplace across the economy, driving up costs for basic essentials

like groceries, health care, and more.

Companies should not be allowed to get away with these predatory pricing strategies.
Policymakers and the public should demand that sellers show the full price up front. New
regulations like banning junk fees would help standardize disclosures so that consumers
can do easy comparisons. Transparency restores price discovery, shifts competition to the

number that matters, and rewards genuine value rather than the ability to hide the ball.

8 Molly Glick, “Why You Might Soon Be Paid Like an Uber Driver —Even If You're Not One,” Slate,
October 2024
[

https://slate.com/technology/2024/10/uber-lyft-gig-workers-artificial-intelligence-wage-discriminati
on-jobs.html.

62 Katie J. Wells and Funda Ustek Spilda, “Uber for Nursing: How an Al-Powered Gig Model Is
Threatening Health Care,” Roosevelt Institute, December 17, 2024,
https://rooseveltinstitute.org/publications/uber-for-nursing/.

63 \Veena Dubal, “On Algorithmic Wage Discrimination,” Columbia Law Review 123, no. 7 (2025),
https://columbialawreview.org/content/on-algorithmic-wage-discrimination/.

64 Council of Economic Advisers, “The Cost of Anticompetitive Pricing Algorithms in Rental Housing,”
December 17, 2024,
https://bidenwhitehouse.archives.gov/cea/written-materials/2024/12/17/the-cost-of-anticompetitive-

pricing-algorithms-in-rental-housing/. See also: Sophie Calder-Wang and Gi Heung Kim, Algorithmic
Pricing in Multifamily Rentals: Efficiency Gains or Price Coordination? (August 16, 2024),
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Externalities

Externalities are spillover costs or benefits that fall on people outside a specific transaction.
Those spillovers result in indirect costs that do not fall on the supplier or user, but instead
on third parties or the broader public. When firms set prices that fail to capture those
spillovers, they steer consumers into making non-optimal choices. When firms set prices
that do capture those spillovers, they drive up costs and push goods and services outside

the realm of affordability for families.

These are risks that families cannot individually manage or avoid. A family might try to
budget carefully, but if the air is dirtier, the commute is longer, or the grid is less reliable
because of decisions elsewhere, their costs rise all the same. Externalities shift expenses
off the balance sheets of firms and on to the balance sheets of households, making
affordability less about individual choice and more about how markets and policies handle

these hidden spillovers.
Externalities directly affect consumers’ household bills in a number of ways across sectors:

e Pollution is the clean example. Energy producers charge posted prices that omit
health and climate damage, so harmful goods like fossil fuels look cheap and
attractive to consumers, and the pricing incentivizes fossil fuel consumption. Traffic
congestion works the same way. Each trip slows others, yet the driver does not pay
for the delay and the resulting pollution. A charge at crowded times corrects the

signal and frees space.

e Negative externalities like rising climate risk increase insurance premiums, taxes for
disaster response, and utility costs for grid hardening that are all directly passed on

to consumers.

e As Al transforms our economy, data centers’ electricity use has tripled in the last
decade, and is projected to double or triple by 2028.° These substantial loads

require utility grid expansions like new power plants and transmission lines that are

85 Arman Shehabi et al., 2024 United States Data Center Energy Usage Report (Berkeley Lab Energy
Analysis & Environmental Impacts Division, December 2024),

https://escholarship.org/uc/item/32d6m0Od1.
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subsidized by consumers, even if data centers use a disproportional share of the
energy.®® Researchers are pointing to data center load growth as the primary reason
for high electricity prices, resulting in $9.3 billion in increased revenue just last year
alone.®” The Natural Resources Defense Council estimates that the average family
serviced by grid operator PJM will pay approximately $70 more per month on their

electricity bills because of forecasted data center growth.%®

e Positive spillovers can make things more affordable yet are underprovided.
Education boosts not just the student but coworkers and future firms. Basic research

seeds ideas others turn into cheaper goods and better services.

Policymakers can and should optimize prices to strategically account for these
externalities. Policies can pair social costs and benefits with prices or clear standards to
steer people toward different choices, or pair any charge with better alternatives so
behavior can shift without losing access. We can also use the revenue to expand options
that lower costs over time. Direct provisioning of public goods and services can bring down
costs for services where externalities impose significant costs, making them more
accessible and affordable for families. Transparency and aligned incentives between

provider and consumer move the system toward value rather than hidden spillovers.

56 Ari Peskoe and Eliza Martin, Extracting Profits from the Public: How Utility Ratepayers Are Paying
for Blg Tech’s Power (Harvard Law School Environmental & Energy Law Program, March 2025)
lp.law.h d.ed t fits-f -the-public-how-utilit t

r-big- techs .QOWEI‘/
67 Monitoring Analytics, “Analysis of the 2025/2026 RPM Base Residual Auction Part G,” June 3,

2025, https://escholarship.org/uc/item/32d6m0d]1, at 1.

%8 Tom Rutigliano, “Building Data Centers Without Breaking PJM,” September 30, 2025,
https://www.nrdc.org/bio/tom-rutigliano/building-data-centers-without-breaking-pjm. See also Josh
Saul, Leonardo Nicoletti, Demetrios Pogkas, Dina Bass, and Naureen Malik, “Al Data Centers Are
Sending Power Bills Soaring,” Bloomberg Technology, September 29, 2025,
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Driver 2: Broken Incomes

Coupled with broken markets, broken incomes are a key reason why basic necessities feel
perpetually out of reach for too many Americans: even when markets work well, people do
not have the income they need. This stems from both a set of policy decisions over the past
several decades that have contributed to widening inequality, and built into how a market
economy functions. Despite external volatility and fluctuation, there is a simple
misalignment between today's costs and individual’'s incomes, trapping people in economic

precarity.
Reason 1: Life Cycle Mismatches

Even if markets are working well, key
essentials of life can still be unaffordable,
especially during two major earning crunches
during a person’s life: early adulthood, when
earnings trend low due to people starting their
careers and working entry-level jobs, and

retirement, when income is fixed and capped

by what they were able to save up earlier in
their lives. As a matter of theory, economists
often just assume people can smooth their spending over their lives, and downplay these
problems as a result.®® But the real world doesn’t work that way, and whether it's
uncertainty, risks, concerns about the future, or the sheer difficulty of smoothing income
over long periods, the data point to the fact that people do not have the money when they
most need it. When cash is tight as transitions and big needs arrive, the effective price of

essentials becomes unaffordable, no matter how much supply there is.

The mismatch between life and earning cycles is no accident of timing —it is baked into the
nature of how incomes are earned and costs incurred in a market economy. As the policy

analyst Matt Bruenig writes:

69 As economist Jeremy Rudd notes, the Euler equation form of the permanent income hypothesis,
which guides those assumptions, "fails virtually every empirical test that has ever been thrown at it."
Jeremy B. Rudd. A Practical Guide to Macroeconomics. Cambridge University Press, 2024.



Put simply, the distribution of income in a capitalist economy is at odds with the
rhythm of human life and especially the rhythm of family life. Childbearing comes
too early to amass savings. Income arrives too late to finance contemporaneous
child-related expenditures. [...] This mismatch between peak earning years and peak

childbearing years drives up inequality and poverty in society.”

It is also amplified by decades of disinvestment from public goods and social insurance that
have left families stranded and financially precarious without a strong social safety net.
Homeownership as a vehicle for wealth building has become much more expensive for
younger generations. Raising a child has gotten more expensive; the Brookings Institution
estimates that a middle-income family spends $310,605 to raise one child through 17 years
old.”" At the other end of life, retirees discover the foundations they were told would secure
old age are under siege. Understanding early-life and late-life burdens as parts of the same
system makes clear that the problem is not individual failings, but a political economy that
has shifted risks on to families while stripping away the public tools that once balanced

them.
Early Career Earnings and Early Bills

Earnings usually climb with work experience and often peak in the forties or fifties.
According to the latest Census data, workers ages 15 to 24 years old earn a median of
$20,220 and workers ages 25 to 34 earn a median of $51,420.”2 Median earnings are
highest for workers ages 45 to 54 years old at $63,230.”3

“These up front investments and early career costs setup a
vicious cycle as working families face impossible choices.”

® Matt Bruenig, “Family Fun Pack,” People’s Policy Project, 2019,
https://www.peoplespolicyproject.org/projects/family-fun-pack/. See also Matt Bruenig, “The Simple
Math of Poverty,” People’s Policy Project, August 29, 2025,
https://www.peoplespolicyproject.org/2025/08/29/the-simple-math-of-poverty/.

" Morgan Welch and Isabel Sawhill, Future Estimated Annual Expenditures of Raising a Child:
Assuming a Higher Inflation Rate After 2020 (Brookings, August 2022),
https://www.brookings.edu/wp-content/uploads/2022/08/Brookings_Cost-to-raise-a-child_inflation-
adjusted-2.pdf.

72 U.S. Census Bureau, “Earnings Summary Measures by Selected Characteristics: 2023 and 2024,”
Income in the United States: 2024, Table A-6, September 2025,
https://www?2.census.gov/programs-surveys/demo/tables/p60/286/table AG.xLsx.
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Yet many bills hit families earlier than these peak wages:

e Raising children is expensive. In 2023, the average first birth is at age 27.5.”* Infant
and toddler care is labor intensive; annual child care costs commonly run ten to
twenty thousand dollars, a double-digit share of a typical young household’s
income.”® These costs are further compounded for adults in the “sandwich
generation” who find themselves shouldering the burdens of raising young children

and caretaking for aging parents simultaneously.

e There are additional costs with raising a family that expand well before earnings
peak. Families who want to move to get additional space must scrap together the
first month’s rent, a security deposit, and moving costs all at once. To offset rising
housing costs, the number of families living in multi-generational households has
quadrupled since the 1970s.”¢ A reliable car adds to the budget, as well as medical
costs with pregnancy and raising a young child. Costs associated with pregnancy,
childbirth, and post-partum care average $20,416, including $2,743 in out-of-pocket
expenses for pregnant people enrolled in employer plans.”” Unpaid leave turns time
off into a hidden bill.

e Education and training require large payments years before the wage return arrives.

Higher education on average requires an up front investment of $38,270 per year.”®

74 Andrea D. Brown, Brady E. Hamilton, Dmitry M. Kissin, and Joyce A. Martin, Trends in Mean Age of
Mothers: United States, 2016-2023, National Vital Statistics Reports 74, no. 9 (June 13, 2025),
https://www.cdc.gov/nchs/data/nvsr/nvsr74/nvsr74-09.pdf.

5 Child care costs range as low as $572 per month in Mississippi to as high as $2,363 per month in
Washington, D.C. for a household with one infant. Economic Policy Institute, “Updated resource
calculates the cost of child care in every state,” March 5, 2025,
https://www.epi.org/press/updated-resource-calculates-the-cost-of-child-care-in-every-state-child-
care-is-more-expensive-than-public-college-tuition-in-38-states-and-washington-d-c/.

6 D’Vera Cohn, Juliana Menasce Horowitz, Rachel Minkin, Richard Fry, and Kiley Hurst, “Financial
Issues Top the List of Reasons U.S. Adults Live in Multigenerational Homes,” Pew Research Center,
March 24, 2022,
https://www.pewresearch.org/social-trends/2022/03/24/financial-issues-top-the-list-of-reasons-u-s
-adults-live-in-multigenerational-homes/.

T Aubrey Winger, Matthew Rae, and Cynthia Cox, “Health Costs Associated with Pregnancy,
Childbirth, and Infant Care,” Peterson-KFF Health System Tracker, September 9, 2025,
https://www.healthsystemtracker.org/brief/health-costs-associated-with-pregnancy-childbirth-and-p
ostpartum-care/.

78 Melanie Hanson, “Average Cost of College & Tuition,” EducationData.org, August 29, 2025,
https://educationdata.org/average-cost-of-college.
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To help pay for tuition, the average public university student borrows $31,960.7°
Trade schools and apprenticeships offer more affordable career training
alternatives, but still require tuition fees ranging from nearly $4,000 to over
$15,000.8°

These up front investments and early career costs set up a vicious cycle as working families
face impossible choices. Young graduates start careers saddled with student loan debt.
Larger families suffer higher poverty definitionally because there are more people to care
for on a given set of incomes. Career paths get disrupted. To bridge the gap in child care, a
parent (disproportionately mothers) often cuts hours or steps out of work. That means lower

earnings today and slower wage growth tomorrow.

We have seen how powerful the tool of social insurance can be in small expansions of pre-K.
Numerous studies find that access to child care increases women’s employment rates. One
recent study that tracked parents found when pre-K was made available in New Haven,
Connecticut, parents, especially women, were able to maintain continuity of their careers
easier.®’ The resulting economic gains were $6 dollars for every $1 dollar spent; a
benefit-to-cost ratio of 6:1is one of the highest known values in policymaking. By providing
reliable day care, the program allows parents to sustain careers and family routines with
less stress and disruption, giving families greater stability and dignity in their daily lives.
The authors also acknowledge how difficult it is for parents to try and borrow against these

potential higher incomes to get child care earlier; the life cycle mismatch is evident.

Social insurance should meet families where they are and when they need it, not years later.
Providing families with a buffer against economic risks that come with major life events can
unlock economic benefits far beyond the initial event. Solutions that directly respond to
families’ immediate needs, like expanding child care services, for example, can both ease

household budgets and maximize caretakers’ earning potential. Tax credits like the CTC and

7 Melanie Hanson, “Student Loan Debt Statistics: Average + Total Debt,” EducationData.org, August
8, 2025, https://educationdata.org/student-loan-debt-statistics.

80 |ndeed Editorial Team, “How Much Does Trade School Cost? (And How To Pay for It),” Indeed,
updated June 6, 2025,
https://www.indeed.com/career-advice/career-development/trade-school-cost.

8! John Eric Humpbhries, Christopher Neilson, Xiaoyang Ye, and Seth D. Zimmerman, “Parents’
Earnings and the Returns to Universal Pre-Kindergarten,” NBER Working Paper No. w33038 (April
2025), https://www.nber.org/papers/w33038.
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the EITC can also provide families with much-needed cash, especially if paired with a boost
during a baby's first years. Social insurance builds affordability throughout the life cycle.

It's the clearest and best way to make family life affordable.

Retirement and Late Life Costs

-Residents of Springfield, IL

The economics of aging mirror the early life crunch. Earnings are weak or absent as health
and care needs grow when people enter their golden years. Median earnings for individuals
65 years and older drop to $41,110.82 This has historically caused a high rate of poverty for
elderly people, especially as the economy moved from agriculture to industry, where it was
harder for older people to productively add to family enterprises. Before Congress created
the Social Security program in 1935, people who could no longer earn enough money to
survive often had to rely on the poorhouse.®® After Congress created Medicare and
expanded Social Security in 1965, poverty rates among the elderly, which had remained
quite high, plummeted. In 1965, seniors were the group most likely to be living in poverty;
nearly 30% of seniors were poor.2* Today, if not for Social Security, 37% of seniors would be

living in poverty — with Social Security, that number drops to just 10%.8°

82 U.S. Census Bureau, “Earnings Summary Measures by Selected Characteristics: 2023 and 2024,
Income in the United States: 2024, Table A-6, September 2025,
https://www?2.census.gov/programs-surveys/demo/tables/p60/286/table A6.xIsx.

83 Michael B. Katz, In the Shadow of the Poorhouse: A Social History of Welfare in America, 10th
anniversary ed. (New York: Basic Books, 1996).

8 Nancy De Lew, “Medicare: 35 Years of Service,” Health Care Financing Review 22, no. 1 (Fall 2000):
75-103, : i i ' .

85 Kathleen Romig, “Social Security Lifts More People Above the Poverty Line Than Any Other
Program,” Center on Budget and Policy Priorities, January 21, 2025,
https://www.cbpp.org/research/social-security/social-security-lifts-more-people-above-the-poverty-
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With that in mind, there are still acute costs that weigh heavily on senior households, many

of whom are on fixed incomes, including:

e Long-term care costs like home health aides are
S77,792 annually in 2024.8¢ The median cost for a
semi-private room in a nursing home is $9,277 a
month, and that’s when spots are available.?” Specialty
care facilities for mobility support or memory loss are
even more expensive. Families do their best to fill in
the gaps, but they can only do so much. Family
caregiving also comes with high opportunity costs,
especially as younger generations also have to build
their own savings to fund their own retirement and

procure immediate family needs. Women, especially

Black women, disproportionately shoulder the
burdens of eldercare by giving up paid work.28 These costs of unpaid care provided

by family members total S600 billion.®°

e Health care costs more than double from the ages of 70 to 90 years old.*° In the last
year of life alone, elderly people spend $59,000 on average on medical costs.®’ While
the government pays for over 65% of health care spending by the elderly through
Medicare and Medicaid, a significant portion self-finance or use private insurance to

pay for these costs.*?

86 Kim Painter, “Can You Afford a Home-Care Worker? 9 Ways to Get Help Paying for a Home Health
Aide,” AARP, published October 24, 2016; updated April 15, 2025,
https://www.aarp.org/caregiving/financial-legal/afford-a-homecare-worker/.

87 Elaine K. Howley, “How to Pay for Nursing Home Costs,” U.S. News & World Report, June 12, 2025,
https://health.usnews.com/best-nursing-homes/articles/how-to-pay-for-nursing-home-costs.

88 Binderiya Byambasuren, “Family Caregiving at Older Ages: Implications for Adult Children by Race
and Ethn|C|ty," University of Wlsconsm Retlrement & Dlsablllty Research Center, 2022,

Y Susan G Relnhard Selena Caldera, Ari Houser, and tha B Choula, Valuing the Invaluable: 2015
Update, Undeniable Progress, But Big Gaps Remain (Washington, DC: AARP Public Policy Institute,
2015), https://www.aarp.org/pri/topics/ltss/family-caregiving/valuing-the-invaluable-2015-update/.
% Mariacristina De Nardi, Eric French, John Bailey Jones, and Jeremy McCauley, “Medical Spending of
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e Nearly 11.7 million senior households spend over half their income on housing, a
number that has doubled over the past two decades.®® Seniors over 75 years old are
more likely to be cost-burdened by housing than younger seniors.®* Renters are more

likely than owners to be cost-burdened at all ages.®®

Forms of social insurance like Social Security and Medicare are designed to address these
life cycle challenges. For 40% of beneficiaries, Social Security provides half of all income.®®
These programs are not enough to cover all the gaps, but they set a strong foundation to
build on. Creative solutions like expanding Medicare to include the costs of home
modifications seniors need as health and mobility requirements change with aging can
support hardworking families. Social insurance can help balance incomes throughout
people’s lives, channeling earnings to new families to support children and to the elderly to
support a dignified retirement. With these tools, we can smooth out the disconnect inherent

in a market economy.

Reason 2: Inequality

Rising inequality also contributes to and exacerbates unaffordability. Paychecks are simply
too small at the bottom of the income bracket, and being poor is expensive. Increased
inequality at the top of the income distribution means more of what our economy produces
goes to the very rich, who can bid up the price of select goods and steer markets to cater to
those with resources. It is often a self-reinforcing cycle where poor people are penalized for
not having enough time or money as corporations exploit what they can from working

people.

Insufficient Incomes

Tens of millions of families are caught in a bind and forced to make difficult choices daily as

they try to stretch every hard-earned dollar, weighing the urgency of each pressing need.

%Linna Zhu and Amalie Zinn, “America’s Housing Market Is Failing Older Adults,” Urban Wire, March
12, 2025, https://www.urban.org/urban-wire/americas-housing-market-failing-older-adults.

%4 |bid.

%5 |bid.

%Kathleen Romig, “Key Principles for Strengthening Social Security: Testimony Before the Senate
Budget Committee,” Center on Budget and Pol|cy Pr|or|t|es July 12, 2023,
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As many as 43% of U.S. families do not earn enough to pay for basic necessities like
housing, food, health care, child care, and transportation.®” These numbers are even higher
for Black and Hispanic families at 59% and 66%, respectively, compared with 37% of white
families.®® Families with insufficient incomes, meaning they do not make enough to afford
what they need, are a major driver of the modern widespread affordability crisis. As families
confront these impossible choices between needed essentials, they make harmful decisions

that come with trade-offs.

Inequality also means those with very high incomes can

“Is the new

H limited. The rise and persistence of inequality have
American > L
played an important role perpetuating disparities within

d ream Worki ng incomes and between labor and capital incomes:

outbid everyone else for scarce items when supply is

three ]ObS?" e The share of national incomes going to the top 1%

has risen steadily since 1980, more than doubling from
~Resident of Omaha, NE 10% of income to over 20%, with a sizable increase

during the pandemic.*®

e The labor share, the share of incomes going to
workers, has fallen dramatically since the year 2000, to the lowest levels since
records began in the 1950s. It fell again during the COVID years as prices

skyrocketed and corporate margins increased, but never reverted.'®

e Worker wages have not matched productivity growth since 1979; productivity has

grown 2.7 times as much as pay. In 2023, the U.S. Census Bureau found that the

97 Jeffrey C. Fuhrer, “How Many Are in Need in the US? The Poverty Rate Is the Tip of the Iceberg,”
Brookings Institution, June 20, 2024,
https://www.brookings.edu/articles/how-many-are-in-need-in-the-us-the-poverty-rate-is-the-tip-of-t

he-iceberg/.
%8 |bid.

% Realtime Inequality, https://realtimeinequality.org/.

100 J S. Bureau of Labor Statistics, Nonfarm Business Sector: Labor Share for All Workers
[PRS85006173], FRED, Federal Reserve Bank of St. Louis,
https://fred.stlouisfed.org/series/PRS85006173.
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median annual earnings for all workers was $60,192, with the median man making
$64,705 compared to the median woman making $52,458."

There are many reasons for this gap, ranging from declines in the real federal minimum
wage, declining worker bargaining power as unionization fell, tax-code changes that
privilege corporations and the wealthy, and deregulatory approaches that failed to check

private power.

While real median wages have not been
entirely flat over the past several decades,
the Economic Policy Institute describes them
as having been “suppressed.” According to
their analysis, since 1979, median wages have
risen only about 29% in real terms, less than
0.6% per year over that 45-year span, even as

productivity has climbed roughly 83%. Nearly

all of those wage gains came during periods
of sustained low unemployment. Excluding
the years 1996-2002 and 2014-2024, real wage growth has been essentially zero.'?? This
widening gap between productivity and pay is why bringing inequality into the picture is so

important.

There are a set of solutions that could be deployed to lower inequality and ensure economic
growth benefits everyone more broadly. Progressive taxation is an important check on
runaway incomes at the top of the distribution, both in terms of redistribution and
structuring the economy to keep executives from gaining outsized pay.'°® But taxation has
become more regressive in past decades. Moreover, recent widespread tariffs enacted in

2025 have acted like a poorly-designed consumption tax on families; their main effect was

101y.S. Census Bureau, “Median Earnings by Industry and Occupation,”
https://www.census.gov/data/tables/time-series/demo/industry-occupation/median-earnings.html.
102 Elise Gould and Josh Bivens, “How Should We Assess and Characterize Worker Wage Growth in
Recent Decades'?” Economic Policy Institute Blog, April 23, 2025

t log/how-shoul

decadesz
103 Thomas Piketty, Emmanuel Saez, and Stefanie Stantcheva, “Optimal Taxation of Top Labor

Incomes: A Tale of Three Elasticities,” Amerlcan Economlc Journal: Economic Policy 6, no. 1 (February
2014): 230-71, https://www.aeaweb.or
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to help cover the cost of tax cuts for wealthy households. These tariffs are widespread and
not strategically targeted to boost leading industries; they also have a stagflationary effect
that makes more things unaffordable. According to leading estimates, the tariffs will lead to

an average household loss of $2,400.1°4

The weakening of labor unions and the erosion of worker power contribute to broader
trends of lower wages and higher corporate profit shares.!®® We can build a more affordable
economy for all of us by closing the gap that working families face, restoring opportunity

and agency for all.

The High Cost of Being Poor

Inflation drives up costs for all families, but poorer families feel these price hikes much
more sharply. The Brookings Institution found that the cost of being poor is rising,
especially for Black and brown families'® The high cost of being poor shows up most clearly
in the everyday trade-offs families have to make. Poor families pay more for basics because
they cannot buy in bulk or afford the memberships that cut prices for wealthier households.
Without good credit, renters face bigger deposits, steep late fees, or have to rely on
high-interest loans when an unexpected bill hits. When families face limited access to
supermarkets, they are forced to shop and pay more at corner stores or fast-food chains,
while unstable health insurance means preventive care is skipped and expensive ER visits
become the default doctor for many. An individual that earns a small raise might mean more
household income to allocate to these essentials, but it also comes with a trade-off and the

potential of being pushed over eligibility thresholds for programs like Medicaid. On top of

194 The Budget Lab at Yale, “State of U.S. Tariffs: September 26, 2025,” September 26, 2025,
https://budgetlab.yale.edu/research/state-us-tariffs-september-26-2025.

105 Anna Stansbury and Lawrence H. Summers, “The Declining Worker Power Hypothesis: An
Explanation for the Recent Evolution of the American Economy,” Brookings Papers on Economic
Activity, Spring 2020,
https://www.brookings.edu/wp-content/uploads/2020/12/StansburySummers-Final-web.pdf. See
also Celine McNicholas, Margaret Poydock, Heidi Shierholz, and Hilary Wething, “Unions Aren’t Just
Good for Workers — They Also Benefit Communities and Democracy,” Economic Policy Institute,
August 20, 2025,
https://www.epi.org/publication/unions-arent-just-good-for-workers-they-also-benefit-communities-
and-democracy/.

196 Jeffrey C. Fuhrer, “The Cost of Being Poor Is Rising. And It's Worse for Poor Families of Color,”
Brookings Institution, July 29, 2024,
https://www.brookings.edu/articles/the-cost-of-being-poor-is-rising-and-its-worse-for-poor-families-
of-color/.
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that, overdraft charges, check-cashing fees, and high utility bills from older, inefficient
housing stack the deck further against poor people. Low-income people are often unable to
access reliable mainstream banking and are at the mercy of predatory credit services and

payday lenders.

Poverty also exacts a “time tax.” Low-income
families are forced to spend far more hours
navigating systems and barriers than
wealthier households. They may lose an

entire day waiting in line for public benefits

or making multiple trips to resolve a simple
paperwork issue. Time spent on reporting
B E G LT work requirements attached to programs like
SNAP and unemployment takes away time
from job searching. Inflexible work schedules can mean people are forced to commute on
slow buses or trains that can eat up hours. Arranging child care or medical appointments
often requires accommodating limited, unreliable options at set times that do not align with
people’s work schedules. The result is a constant drain of time and energy, where every task

takes longer and every setback has a bigger ripple effect.
A few trends to contextualize the high costs of being poor:

e Low-wage workers make too little income to meet minimum standards of living.
According to measures like the MIT Living Wage Calculator, the costs for food, child
care, health care, housing, transportation, internet/phone services, and taxes — which
enable families to achieve a reasonably minimum standard of living —all
substantially exceed the federal poverty line.'” These costs vary by geographies. In

a higher-cost urban setting like Queens County, New York, these family budget

197 Pamela Joshi, Ryan Vinh, Christopher Wimer, and Elizabeth Wong, Measuring Economic Needs
Beyond Poverty: A Consumer Guide to Family Budget Measures (New York and Boston: Columbia
University Center on Poverty and Social Policy and Boston University Institute for Equity in Child
Opportunity & Healthy Development, March 14, 2025),
https://povertycenter.columbia.edu/sites/povertycenter.columbia.edu/files/content/Publications/Joint

-Report/Family-Budget-Consumer-Guide-CPSP-IECOHD-2025.pdf.
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measures ranged from $110,959 to $150,319."8 |n a lower-cost rural setting like
Grant County, Washington, these measures ranged from $75,397 to $104,960.'°

Nearly 60% of people do not have three months of emergency savings or cannot afford a
$2,000 emergency expense according to Federal Reserve survey data."° Unequal access to
credit further exacerbates this divide: many unbanked families turn to payday lenders and
check-cashing services that charge predatory, high cost interest rates and fees to cover

emergency expenses and pay for daily necessities.

Addressing the high cost of being poor requires removing the structural barriers that make
daily life more expensive for families with the least. That begins with policies that provide
real financial security, such as a guaranteed income or an expanded CTC, alongside efforts
to bring down the cost of essentials like housing, health care, and transportation. The IRS’s
now-defunct Direct File program has shown that the government can simplify systems and
save households both money and time, the type of model that should be expanded and
replicated. Restoring postal banking would do the same for financial services, offering a
safe, low-cost alternative to payday lenders and check-cashing outlets for people who
otherwise cannot access reliable banking. This step, coupled with fair scheduling laws and
stronger worker protections to reduce the “time tax,” would relieve immediate burdens and

build the foundation for long-term economic security.
Reason 3: Macroeconomic Trends

In addition to insufficient incomes and the high costs associated with being poor, there are
broader macroeconomic trends that break incomes across the entire economy. There are

two in particular that stand out: first is the upheaval of the business cycle in recent

108 | bid.

109 |bid.

0 Matt Bruenig, “How Many People Live Paycheck to Paycheck,” People’s Policy Project, March 19,
2025,
https://www.peoplespolicyproject.org/2025/03/19/how-many-people-live-paycheck-to-paycheck/.

See also Matt Bruenig, “What Happens to People Who Have Three Months of Emergency Savings,”
Peoples Pollcy Project, March 25 2025,

-of-emergency-savings/.

" Paul Kiel, “When Lenders Sue, Quick Cash Can Turn Into a Lifetime of Debt,” ProPublica, December
13, 2013
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decades, where both deep economic recessions and sharp, inflationary price increases drive
unaffordability. The second is long-term trends in productivity, where we collectively can
grow richer but key care needs may continue to grow relatively more expensive over time.
Though these are major challenges, they are addressable challenges with a set of proactive

policy solutions and bolstered public capacity.
Recessions and Inflation

Economic shocks like recessions and

“Nearly 60% of people  ~ , o
inflation do not just show up in statistics;

do not have three they can upend and reshape people’s lives.

months Of emergency When recessi-ons hit., jobs vanish., incomes
fall, and public services are strained at the

savings or cannot afford oeak moment families need them most.

a $2 000 emergency When inflation spikes, the value of a

paycheck shrinks and everyday essentials
expense." become harder to afford, with the sharpest
pain felt by households already living on the
financial edge. The past two decades have shown both extremes: the deep, grinding
unemployment of the 2008 Great Recession was followed by the sudden collapse of work
during the pandemic lockdowns, followed by the inflation surge of 2021-2022. Each episode

exposed how fragile household finances are and how damaging economic instability can be.

During the Great Recession, the unemployment rate reached 10% and the number of jobs
quickly fell by millions. Worse, it took nearly a decade for the labor market to recover. In the
early months of the pandemic, the unemployment rate spiked into the teens and 20 million
jobs vanished. Following that spike, major shocks hit the economy, causing the price of all

goods to jump 18% from 2021-2023. Real incomes went negative before recovering.

No one individual or family can insure themselves against these risks. This fragility helps
explain why affordability is never just about averages or aggregates, but has the potential
to deeply impact families at all levels of the income ladder. A single recession can wipe out
years of household progress, while a short burst of inflation can make even stable wages

feel inadequate. These shocks show how affordability depends not only on what families
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earn or what goods cost, but on whether the economic floor beneath them is steady or

constantly shifting.

The damages of both recessions and high
inflationary periods are widespread and last far

beyond the immediate downturn:

e Workers displaced in deep downturns can
lose the equivalent of two to three years of
pre-shock pay over their careers. Even after finding
new jobs, wages remain lower for decades, cutting
household capacity to afford housing, health care,

and education. Graduating into a recession carries a

similar penalty, with earnings depressed for 10 to 15

- Resident of San Jose, CA 12
years.

e Major recessions leave economies producing fewer goods and services than they
would have without the downturn, and they rarely make up that lost ground. This
long-term drag translates to slower job growth, smaller public budgets, and
persistently tighter household finances, compounding affordability pressures for

years."®

e Higher unemployment carries steep health and social costs. A 1% rise in joblessness
is linked to a 6% increase in male mortality, along with lasting increases in chronic

illness, depression, and family instability. These outcomes raise both public health

2 Steven J. Davis and Till M. von Wachter, Recessions and the Cost of Job Loss, NBER Working Paper
No. 17638 (Cambridge, MA: National Bureau of Economic Research, first issued December 2011;
revised March 2017), https://www.nber.org/papers/w17638; Hannes Schwandt, “Recession
Graduates: The Long-Lasting Effects of an Unlucky Draw,” policy brief (Stanford Institute for
Economic Policy Research, April 2019),

NTPS: cp 1/ PUK

y-draw.
3 Valerie Cerra and Sweta C. Saxena, “The Economic Scars of Crises and Recessions,” IMF Blog,
March 21, 2018,
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care costs and private spending, further straining affordability during and after

recessions.”

These trends curtail private investment in a way that has long-lasting consequences.
For example, housing production collapsed during the Great Recession, with millions
of new homes still missing today because of the prolonged nature of that recovery,

adding to today’s access and affordability housing crises.'™

High inflation erodes real wages, especially for households with little savings. It
drives up everyday costs —rent, groceries, utilities — faster than paychecks, pushing
families into debt or forcing cutbacks on essentials. Inflation also hits small
businesses, renters, and people who do not switch jobs harder, as they lack the
bargaining power or financial buffers that large firms and wealthier households use

to adjust.

We can support policies to address falling incomes and better absorb inflationary shocks.

This will become increasingly important as we navigate new and unprecedented economic

shocks, such as a warming world which could lead to risks of growth becoming more

volatile. One policy tool, automatic stabilizers, can effectively play this role and help with

affordability challenges that any individual faces, and stabilize the economy as a whole. An

automatic stabilizer such as unemployment benefits, public health care, or fiscal aid to

4T, J. Halliday, “Unemployment and Mortality: Evidence from the PSID,” Social Science & Medicine

(2014), https://www.sciencedirect.com/science/article/abs/pii/S027795361400269X.
5 U.S. Census Bureau / Federal Reserve Bank of St. Louis, Housing Starts: Total: New Privately

Owned Housing Units Started (HOUST), FRED, https://fred.stlouisfed.org/series/HOUST.

40


https://fred.stlouisfed.org/series/HOUST
https://www.sciencedirect.com/science/article/abs/pii/S027795361400269X

states and localities can adjust with fluctuations in the market to create stability in the

economy."®

Tackling inflation shouldn’t mean simply cooling demand through unemployment. Though
Federal Reserve independence is important to keep inflation low and steady, we can
supplement this with policies that reduce families’ exposure to price spikes. Strategic
supply reserves could be expanded beyond oil to essential inputs for production in case of
emergencies."” A national housing fund could break the boom-and-bust cycle of housing
construction and the business cycle, allowing for more stable and abundant housing."® But
it also calls on a broader agenda that includes investing in renewable energy to cut
exposure to fossil fuel shocks, enforcing stronger antitrust laws to limit price-gouging in
concentrated industries, expanding public options to take essential items out of volatile
markets, and strengthening renter protections alongside building more affordable housing.
These policies confront the root causes of rising costs when they result from supply shocks

and ensure families can weather price shocks without sacrificing economic security.
Productivity Trends

“A richer nation Some essentials do not lend themselves to rapid

should not leave
essentials like care,
education, and health

productivity growth. As the rest of the economy gets more
productive and wages rise, time-intensive sectors like care
and education must raise pay too, even if their output per
hour doesn’t jump. That’s an observation economists call
driﬁing out of reach.” Baumol'’s cost effect. It’s a potential force behind rising

relative prices in care, education, and parts of health care.

Assuming this is important, we must realize that this is a challenge that comes with

prosperity. That our economy is more productive and richer is an opportunity to insure

8 For more on automatic stabilizers, see Chris Hughes, Naomi Zewde, and Darrick Hamilton, Direct
Cash Payments in the Next Recession, The New School: Institute on Race, Power and Political
Economy, December 2023,
https://economicsecurityproject.org/resource/direct-cash-payments-in-the-next-recession/.

7 Daleep Singh and Arnab Datta, “Reimagining the SPR: Adapting the Federal Reserve’s Playbook
for Commodity Risk,” Financial Times, February 24, 2024,
https://www.ft.com/content/e948ae78-cfec-43c0-ad5e-2ff59d1555e9.

18 Paul E. Williams and Yakov Feygin, Smoothing the Housing Investment Cycle, Center for Public

Enterprise, July 2024, https://publicenterprise.org/report/smoothing-the-housing-investment-cycle/.
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households against the costs that remain, because these are the services that make a

decent life possible and they should be bought collectively.

To give an overview of how the cost of services, like child care, have increased faster than

other items, a couple key facts to highlight:

e The cost of services has increased much faster than the cost of goods. Since 2000,
the price of goods, which includes both everyday items like clothing and long-term
purchases like appliances and automobiles, has increased 24%. In comparison, the
price for services, which includes labor-intensive essentials like child care, health

care, and education, has increased significantly more, by 105%.

e At the same time, the country has become far wealthier: real GDP is up 70% since
2000. The gains have not been evenly shared, with inequality in both wages and
wealth masking that prosperity. But that’s exactly why we can afford to do better. A
richer nation should not leave essentials like care, education, and health drifting out
of reach. We must channel our collective wealth into making these services
universally affordable, by financing them fairly and delivering them as public goods

rather than expensive private burdens.

This wedge between service costs and domestic wealth

“lI don't think it's that

compllcated to thlnk Policymakers should not wish away the cost effect, but
that we should have a channel it for the common good.

government that

shows why affordability is a political choice.

That means rethinking both financing mechanisms and
tak‘ES care of us.” delivery systems. Collective financing spreads
-Resident of Venice, IL  time-intensive costs across society, rather than leaving
them to individual households. Public programs like
Medicare, Social Security, or universal pre-K take markets where productivity growth might
be limited and make them affordable by subsidizing their costs. On the delivery side, rules
and investments can raise productivity where possible, by reducing administrative bloat in
health care, improving technology in classrooms without cutting quality, and streamlining

licensing or regulations that artificially restrict supply.
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The bigger picture is this: rising service costs are not a sign of failure, but of success. A rich
country spends more of its income on human services because that is the investment
required to ensure stability and a good life. The call for policymakers is to democratize
these costs, not to suppress them, turning the Baumol effect from a threat to affordability

into a rationale for universal guarantees and human flourishing.

Conclusion

The health and future of our democracy depends on our ability to create an economy that
works for everyone. Without a functioning economy, Americans become disillusioned by the
institutions meant to deliver stability and uphold our democratic values. When the economic
system becomes as broken and unequal as it is today, we must restore the social contract
by addressing the distress felt by millions of families that are vulnerable to economic and

political volatility.

America's affordability crisis is not inevitable. It's the product of deliberate choices made by
powerful economic actors and compounded by decades of policy neglect. These powerful
actors assert influence over politics, create strong incentives for policymakers to stay stuck

in inertia, and blame individuals themselves for these broader societal problems.

Just as choices created this crisis, new choices can address it. Building an affordable
economy requires intentional market-crafting: breaking gatekeeping power and building
institutions that ensure universal access to essential goods and services. It also demands a
social insurance system steady enough to support people across life's predictable arcs and
strong enough to address long-term challenges. Together, these strategies can inform a

blueprint for affordability.
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