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in care would yield high returns, but they also appear to believe that those returns 
would not compensate for the consumption reductions required by higher taxes. 

In this essay, I will describe simple, unintrusive changes in tax policy that 
would more than suf�ce to �nance major increases in care provision, and also to 
eliminate shortfalls in other important categories of public investment. The cen-
tral claim I will defend is that taxpayer resistance to these changes stems from a 
garden-variety cognitive illusion that paying higher taxes would make it more dif-
�cult to buy life’s special extras.

Economic orthodoxy’s claim that market incentives promote ef�cient out-
comes rests on the deeply implausible assumption that the satisfaction 
provided by any good is a function of only its absolute attributes. That is 

clearly not true of an interview suit. If you are one of several similarly quali�ed 
applicants aspiring to land the same investment banking job, it is strongly in your 
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An imposing body of careful scienti�c research thus provides no reason to be-
lieve that Americans were meaningfully better off in, say, 2019 (the last year before 
the COVID-19 pandemic began) than in 2012, even though the in�ation-adjusted 
total value of the nation’s goods and services was more than $3 trillion higher in 
2019.
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the current era because most high-income people alive today have experienced 
steadily declining tax rates. In World War II
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The bias toward private over public spending bears a striking resemblance 
to the modern left’s description of market failure, which was shaped in 
large measure by the writings of economist John Kenneth Galbraith. As 

he put it in his 1958 book The Affluent Society, “The family which takes its mauve 
and cerise, air-conditioned, power-steered, and power-braked automobile out for 
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on a ten-point scale, how satis�ed are you with your life as a whole these days 
(where zero means “not at all satis�ed” and ten means “completely satis�ed”)?6

By this simple metric, Finland, Denmark, Iceland, Switzerland, and the Neth-



204 Dædalus, the Journal of the American Academy of Arts & Sciences

Paying for Expanded Care Provision

corruption.”7 It is thus a reasonable conjecture that most people would consider it 
a positive outcome if a policy change made them happier without compromising 
other goals they care about.

Critics have long objected that higher top marginal tax rates would reduce 
incentives to work hard and take risks. But those concerns �nd little support in 
cross-national studies, some of which use a country’s number of billionaires per 
capita as a measure of the strength of its entrepreneurial incentives. For instance, 
although the top marginal tax rate in Sweden is 52.3 percent, more than 15 percent-
age points higher than in the United States, the country has more than 50 percent 
more billionaires per capita than the United States.
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