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BOOKSHELF | By Tara Isabella Burton

Inflation Is Down, but It Wasn’t ‘Transitory’

I nflation has come down
without yet causing a re-
cession, leading Nobel

Prize-winning economist Jo-
seph Stiglitz to claim victory.
“More than two years after
economists divided into op-
posing camps over the nature
of the post-pandemic inflation,
we now know which side was
right,” he wrote recently. “Dis-
inflation has confirmed that
the earlier price increases
were ‘transitory,’ driven
largely by supply disruptions
and sectoral shifts in demand.”
Mr. Stiglitz dismissed the role
the Federal Reserve played in
inflation’s recent decline.

It’s too early to declare in-
flation dead. But even if it is,
that wouldn’t mean it was
transitory. It’s a mistake to
overlook the importance of the
Fed’s monetary restraint in
offsetting expansionary pan-
demic policies. A tight mone-
tary policy can reduce infla-
tion without causing a

recession, according to the ra-
tional expectations theory—
the concept that people make
decisions based on all the in-
formation available to them,
including how policymakers
behave.

Nobel Prize-winning econo-
mists Robert Lucas and
Thomas Sargent helped de-
velop this theory. Mr. Sargent

showed that hyperinflation in
Austria, Germany, Hungary
and Poland after World War I
disappeared almost overnight
when those governments exer-
cised fiscal restraint that en-
couraged credible anti-infla-
tionary policies.

The decline in inflation dur-
ing 2023 can be explained in a

similar way. The Fed’s tighten-
ing in the beginning of 2022
gave consumers, savers and
investors a credible signal that
it wouldn’t tolerate inflation.
The Fed said it would raise in-
terest rates as high as neces-
sary to reduce upward price
pressures and then made good
on its word.

This evidently persuaded
companies to restrain price in-
creases, lest they lose busi-
ness. In November 2022, as
the Fed’s tightening continued,
the Journal reported that big
U.S. retailers—Walmart, Tar-
get, and Amazon—told their
suppliers they would no longer
pay high prices, asked for dis-
counts and in some cases can-
celed orders. The cutback in
inflationary prices by retailers
encouraged customers to con-
tinue shopping. This prevented
the decline in economic activ-
ity that most economists had
expected.

But there is a difference be-
tween today’s disinflation and
the post-World War I experi-

ence. The Fed’s credibility this
time didn’t come from a fun-
damental shift toward budget-
ary balance as it did then but
from 40 years of successful in-
flation targeting by the central
bank. That matters. The U.S. is
running a fiscal deficit of 6%
of gross domestic product, an
unprecedented number for a
fully employed peacetime
economy.

Going forward, the credibil-
ity of the Fed’s commitment to
raise rates as high as neces-
sary may crumble under polit-
ical pressure from Congress to
cap government interest costs.
Lawmakers should use the op-
portunity provided by the
Fed’s recent success to restore
budgetary balance. If they
don’t, the decline in inflation
will be transitory.

Mr. Silber is the author of
“Volcker: The Triumph of Per-
sistence” and “The Power of
Nothing to Lose: The Hail
Mary Effect in Politics, War
and Business.”

By William L. Silber

The Federal Reserve’s
monetary restraint
was crucial in slowing
the rise of prices.

OPINION

B ack in the 19th century, a quasimagical force seemed to
govern Americans’ everyday lives. Electricity—that tan-
talizingly new scientific discovery—took on a mystical

role in the American imagination. The popular vision of elec-
tricity was as a pulsating mystery: the secret to human life
and progress, discovered and harnessed as inchoate energy.
For Henry Adams it was a “moral force”—analogous to how
the “early Christians felt the cross”—as well as a “Despotic
Master.” A host of pseudoscientific self-help techniques soon
sprang up, with jargon-laden terms such as “personal mag-
netism” and “electro-physiology” and the promise of the age-
old goals of health, beauty and prosperity.

Today the American imagi-
nation has a new technology
to imbue with that sacred
power. The algorithm—like
electricity, an esoteric combi-
nation of mathematical preci-
sion and human decision—
seems to govern all aspects of
our internet-suffused lives. As
Kyle Chayka suggests in “Filter-
world,” the algorithm has taken
on the character of a near-
spiritual mystery: a force that
we do not entirely understand
but that increasingly shapes the
decisions we make—or think we
make.

Mr. Chayka, a staff writer at the New Yorker, explores the
tension between our perceived online freedom and the
increasing homogeneity of our Instagram-saturated world.
As he points out, the internet seems to offer us a dizzying
array of choices. We now have at our fingertips a near-
infinite list of products to buy, music to listen to, and films
and books and memes to dedicate our limited attention span
to. At times the internet can seem like a manifestation of our
desires, reshaping itself in accordance with our clicks and
likes.

Such freedom is illusory. More often than not, Mr. Chayka
tells us, the power of algorithms lies in their ability to dena-
ture our capacity to choose: from the news headlines that we
are prompted to see, the music that streaming services play
for us, and the ads that follow us like shadows across the
web. Filterworld, for Mr. Chayka, is a flattened universe of
consumer acquiescence, no less standardized than the Insta-
gram photo-editing tools that lend the book its name.

Among the most chilling examples of algorithm takeover
is the map app Waze, which in the 2010s upended Los Ange-
les traffic by directing drivers to “faster” routes—often
through residential neighborhoods ill-suited to increased
traffic volume. “The presence of the generally reliable app,”
Mr. Chayka writes, “replaces our need for decision-making
and the judgment that it requires.” Why should we waste
time and money curating our personal style or opinions
when we can let TikTok, Instagram and Facebook tell us
what people with similar profiles have chosen?

Mr. Chayka is not a complete internet skeptic. Some of the
most evocative sections in “Filterworld” deal with his experi-
ences on the far more anarchic and freewheeling early inter-
net of listservs and Geocities fan pages and on largely anon-
ymous blogging platforms such as LiveJournal. That iteration
of the internet, the author suggests, was human potential at
its best and weirdest: a platform through which misfits and
nerds, untethered to geographic proximity, could find their
community. But with the rise of what the technologist Bruce
Schneier calls digital feudalism, our internet experience is
increasingly channeled through major corporations such as
Meta and X. Internet culture has lost its pioneer spirit.

Mr. Chayka is incisive about the resulting aesthetic homo-
geneity around the world or, as his subtitle puts it, “how
algorithms flattened culture.” He observes the manner in
which hipster coffee shops from New York to Berlin to Tokyo
signal their cachet—and attract an equally homogeneous
crop of “digital nomads” and international connoisseurs of
cool—by conforming to an abstract notion of authenticity.
“What were they authentic to, exactly?” the author asks.

A brief aside about one Brooklyn, N.Y., restaurant whose
design was “optimized for consumption as a digital image,”
including its use of the “Millennial Pink” color trend,
becomes an opportunity for Mr. Chayka to reflect on the
inexorable transformation of our “real” offline lives into
potential Instagram fodder. Curation, Mr. Chayka provokingly
suggests, is not something we’re doing much of—despite the
ubiquity of the word on our social-media feeds—as we
replace action with acquiescence, human risk with auto-
mated safety. When we give up our decisionmaking capacity,
we give up something of our own humanity.

As algorithmic forces sort us into ever more siloed con-
sumer demographics, what we lose, the author suggests, is
the very originality we seek: Our strangeness as human
beings is the thing algorithms cannot calculate or predict.
Among the most telling of Mr. Chayka’s many anecdotes is
one involving Netflix’s film-recommendation feature: Devel-
opers working to improve the algorithm, we are told, had
trouble accounting for polarizing “cult classic” films such as
“Kill Bill” and “Napoleon Dynamite,” with their high numbers
of both one- and five-star reviews—a quirk of human affinity
“not quite reducible into math.”

Mr. Chayka is understandably short on solutions. It may
be too late for us to digitally disengage altogether. But his
vision of a “slow food movement . . . but for culture,” as a
necessary counterweight to life in the Filterworld, is compel-
ling if quixotic. “If we shift our priorities away from the
space of algorithmic digital platforms and once more to the
physical world,” he writes, “we might find ourselves building
not only better culture but better communities, relationships,
and politics as well.” It seems an unlikely dream. But that
doesn’t make it any less appealing.

Ms. Burton is the author, most recently, of “Here in Avalon:
A Novel.”

The internet can sometimes seem like a
manifestation of our desires, shaped according
to our clicks and likes. Such freedom is illusory.

Most Ameri-
cans wouldn’t
consider a
banking titan
a spokesman
for the com-
mon man. But
give JPMor-
gan Chase
CEO Jamie Di-
mon credit for
putting his

pinkie finger on the phenome-
non—the divide—that best ex-
plains today’s unsettled politi-
cal environment.

In an interview Wednesday
with CNBC, Mr. Dimon took is-
sue with a disconnected liberal
elite that scorns “MAGA” vot-
ers. “The Democrats have done
a pretty good job with the ‘de-
plorables’ hugging on to their
bibles, and their beer and their
guns. I mean, really? Could we
just stop that stuff, and actu-
ally grow up, and treat other
people with respect and listen
to them a little bit?”

The powerful, the intellec-
tual and the lazy have long
said that the “divide” in this
country is between rich and
poor. They divvy up Americans
along traditional lines related
to wealth—college, no college,
white-collar, blue-collar, in-
come—then layer on other de-
mographics. This framing has
given us the “diploma divide”
and the “new suburban voter”
and “Hillbilly Elegy.” It’s sent
the political class scrambling
to understand Donald Trump’s
“forgotten man”—again, de-
fined economically.

That framing fails to ac-
count for the country’s unset-
tled electorate. There’s a bet-
ter description of the shifts

The Them-vs.-Us Election
both between and within the
parties, a split that better ex-
plains changing voter demo-
graphics and growing populist
sentiments. It’s the chasm be-
tween a disconnected elite and
average Americans. This is be-
coming a them-vs.-us elector-
ate and election. Political can-
didates, take heed.

This gulf is described by
unique new polling from Scott
Rasmussen’s RMG Research,
conducted for the Committee
to Unleash Prosperity. Mr. Ras-
mussen says that for more
than a year he’d been intrigued
by consistent outlier data from
a subset of Americans, which
he later defined as those with
a postgraduate degree, earning
more than $150,000 a year,
and living in a high-density
area. Mr. Rasmussen in the fall
conducted two surveys of
these “elites” and compared
their views to everyone else.

Talk about out of touch.
Among the elite, 74% say their
finances are getting better,
compared with 20% of the rest
of voters. (The share is 88%
among elites who are Ivy
League graduates.) The elite
give President Biden an 84%
approval rating, compared
with 40% from non-elites. And
their complete faith in fellow
elites extends beyond Mr. Bi-
den. Large majorities of them
have a favorable view of uni-
versity professors (89%), jour-
nalists (79%), lawyers and
union leaders (78%) and even
members of Congress (67%).
Two-thirds say they’d prefer a
candidate who said teachers
and educational professionals,
not parents, should decide
what children are taught.

More striking is the elite
view on bedrock American
principles, central to the big-
gest political fights of today.
Nearly 50% of elites believe
the U.S. provides “too much in-
dividual freedom”—compared
with nearly 60% of voters who
believe there is too much “gov-
ernment control.” Seventy-
seven percent of elites support

“strict rationing of gas, meat,
and electricity” to fight cli-
mate change, vs. 28% of every-
one else. More than two-thirds
of elite Ivy graduates favor
banning things like gasoline-
powered cars and stoves and
inessential air travel in the
name of the environment.
More than 70% of average vot-
ers say they’d be unwilling to
pay more than $100 a year in
taxes or costs for climate—
compared with 70% of elites
who said they’d pay from $250
up to “whatever it takes.”

This framing explains to-
day’s politics better. While this
elite is small, its members are
prominent in every major in-
stitution of American power,
from media to universities to
government to Wall Street,
and have become more intent
on imposing their agenda from
above. Many American voters
feel helplessly under assault
from policies that ignore their
situation or values.

What unites “rich” and
“poor” parents in the revolt
against educational failings? A
common rejection of discon-
nected teachers unions and
ivory-tower academics. Why
are growing numbers of mi-
norities—across all incomes
and education levels—reject-
ing Democrats? They no longer
recognize a progressive move-
ment that reflexively espouses
that elite view. Why are voters
on both sides—including “free
market” conservatives—gravi-
tating to politicians who bash
“big business” and trade and
are increasingly isolationist?
They feel the system is rigged
by elites that care more about
the globe than them. And why
the continued appeal of Mr.
Trump? The man is a walking
promise to stick it to the “es-
tablishment” (never mind that
most of his party’s establish-
ment has endorsed him).

This lack of trust and cul-
tural divide are no healthier
than the simpler rich-poor
split, but they’re there. The
challenge for Mr. Trump’s GOP
opponents as they move past
Iowa is to recognize the sense
of alienation. That doesn’t
mean calling to burn every-
thing down (Vivek Ramas-
wamy tried that and freaked
people out), but it does require
a campaign that offers more
than vague promises to
“strengthen the cause of free-
dom” or run on “your issues.”
The polling suggests that most
Americans are looking for a
leader who promises to return
power to the people. They are
looking for a freedom agenda.
Anyone?
Write to kim@wsj.com.

Not all rich people are
‘elite’—and that helps
explain America’s
cultural divide.

POTOMAC
WATCH
By Kimberley
A. Strassel

New York
A credulous
media re-
ported last
week that
members of

the Chabad Hasidic movement
had secretly tunneled under
Crown Heights, turning the
Brooklyn neighborhood into a
Jewish version of Hamas-ruled
Gaza. The response was vastly
out of proportion to the alleged
passageways’ significance.
More than one Chabadnik ob-
served that the story had got-
ten as much attention as the ji-
hadist slaying of a Chabad
rabbi and his wife during the
2008 Mumbai attacks.

Rudimentary unauthorized
construction, the work of a cou-
ple of dozen teenagers, was in
fact discovered in the basement
next door to Chabad’s central
synagogue. Like Columbia Uni-
versity and the Plaza Hotel, 770
Eastern Parkway and its adjoin-
ing buildings have a vast and
half-forgotten underground
component. The young wildcat-
ters entered these basements
through a vacant building on
nearby Union Street. Using
shovels and sledgehammers,
they broke underground walls
and widened an existing crawl
space along the outer boundary
of the synagogue. The culprits’
endgame remains unclear,
though perhaps they wanted to
break down the wall between
the crawl space and the syna-
gogue, expanding 770 into these
neighboring basements.

That shul is one of Amer-
ica’s major Jewish holy sites.
From its humble front plat-
form, Menachem Mendel Sch-

Chabad and the ‘Tunnels’ That Weren’t
neerson (1902-94), the final
Lubavitcher rebbe and former
head of Chabad, celebrated
holidays, delivered some
11,000 hours of speeches, and
sent his followers to build a
Jewish outreach network that
has major educational and reli-
gious institutions on every in-
habited continent.

The prayer-and-study hall
scrambles usual notions of the
sacred. The rebbe’s synagogue,
just below street level, has no
grand architecture, and con-
stant crowds make it a less-
than-ideal place for quiet con-
templation. Yet for many
visitors, almost nowhere else
on earth has the same sense of
ruach, or spiritual energy.

Like other holy sites, the
synagogue, next door to Sch-
neerson’s former offices and
directly beneath the Chabad
movement’s headquarters, is a
contested space. After the
rebbe’s death, a group present-
ing itself as the shul’s caretak-
ers claimed authority over the
site. For nearly 20 years, Cha-
bad’s mainstream organiza-
tions have been in litigation
with them over control of the
synagogue. The dispute has
made much-needed expansions
to the often hazardously over-
crowded and underventilated
sanctuary impossible.

As his movement grew,
Schneerson wrote and spoke
about the need for the syna-
gogue to expand southward,
toward Union Street. For Cha-
badniks, it is a religious and
moral imperative to heed their
rebbe’s instructions. A small
group of mostly teenage stu-
dents from Israel—a fringe

offshoot of an ideological
strain in Chabad that sees
Schneerson as the messiah—
had their own radical interpre-
tation of what this means and
requires.

Their work wasn’t safe or
legal. Early last week the shul’s
caretakers brought in a cement
truck to repair the damage to
the crawl space and outer wall.
When the teens resisted, the
synagogue’s managers and the
organized Chabad movement
set aside their differences and
called in the police together.

Public attention to this
strange local story owes in
part to the Hasidim’s proud ex-
istence outside mainstream
secular culture. Chabadniks
are black-hat religious Jews
with a distinct outlook and
self-presentation. Jews have
been a canvas for noxious fan-
tasies for thousands of years,
especially those who belong to
an easily stereotyped subcul-
ture. The tunnel hysteria
shows how little this reality
changes, even in supposedly
tolerant New York.

Yet through their covert
construction project, the
sledgehammering radicals
have drawn attention to a par-
adox of the modern-day Cha-
bad movement. Chabad follows
the work and vision of one

man, but because he is physi-
cally dead, it also follows no
one. The rebbe named no suc-
cessor and had no children,
and Chabad is almost alone
among Hasidic groups in hav-
ing no single living rabbi at its
head. Honoring Schneerson’s
instructions could mean
smashing walls in secret or
spending decades in court.
Most Chabadniks tend toward
the latter interpretation.

Chabad might not have en-
dured as a major force in the
world if it had stuck to the
usual Hasidic leadership
model. Perhaps its institutions
would be thinner, and its
global ranks of rabbis less nim-
ble, if they had one leader. The
lack of a living rebbe means
that Chabad’s internal politics
don’t hinge on battles for total
earthly authority, and that the
movement’s followers look to-
ward a body of ideas rather
than any one person.

Part of Schneerson’s bril-
liance was to ensure that no
one would succeed him as
Chabad’s rebbe, with the result
of distributing responsibility
for his formidable legacy as
far and wide as possible. In
doing so, he reminded his
many admirers that true spiri-
tual genius is vanishingly rare,
and that religious communi-
ties, which are bound by belief
and sacred obligation, can’t
count on individual greatness
alone to sustain them. The
tunnel incident is one bizarre
consequence of farsighted
leadership.

Mr. Rosen is a staff writer
for Tablet magazine.

Media credulity aside,
the event underscores
the paradoxes of the
Crown Heights group.

HOUSES OF
WORSHIP
By Armin
Rosen

Coming in BOOKS this weekend
Winston Churchill and friends • Frantz Fanon and
the call for violence • The case against settling
space • How to draw a novel • Telling stories about
Maria Callas • Down-home music • & much more
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