Tilting econ outcomes – union protection, limits on drug prices, subsidies
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Beyond anti-poverty spending and progressive taxation, the federal government also intervenes in specific markets with the implicit or explicit goal of shifting income toward poorer segments of the population. These interventions include (among others) special protections for unions, limits on prescription-drug prices in Medicaid, agricultural subsidies, trade protections, and mortgage guarantees and subsidies. In each case, the policy in question undoubtedly harms economic productivity rather than improving it: Union protections, for instance, artificially raise the cost of skilled labor; limits on drug prices discourage research and development on new procedures and medicines; farm subsidies reduce agricultural production and increase food prices; trade protections distort the decisions of domestic producers and consumers; and mortgage subsidies lead to over-investment in housing and, as we have learned all too painfully in recent years, can result in dangerous bubbles. The interventions are nevertheless justified with claims that they promote "fairer" prices or other positive outcomes for low-income participants in the relevant markets.
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